DATE: 01/08/2014 4:24 PM

ACTION: No Change

MEMORANDUM

TO: Michael Farley, Assistant Director for Legislative Affairs, Ohio Depantnod
Insurance

FROM: Mark Hamlin, Director of Regulatory Policy
DATE: November 29, 2013

RE: CSI Review—Health Insurance Coordination of Benefits and Third Party
Administrators (OAC 3901-8-01 and 3901-8-05)

On behalfof Lt. GovernorMary Taylor, and pursuantto the authoritygrantedto the Common
Sensdnitiative (CSI) Office under OhioRevisedCode(ORC) section107.54, theCSI Office has
reviewedthe abovementioned admstrativerule packageandassociate@usiness Impact Analysis
(BIA). This memo represats the CSI Office’s comnentsto the Agencyasprovided forin ORC
107.54.

Analysis
This rule package consists of two rubesng proposed by the Ohio Department of Insura@tgo

AdministrativeCode (OAC) Chapter 3968 outlines theegulation of health insurance in Ohio.
OAC 3901-801 addresses the issue of coordination of benefits, and OACG83@9kstablishes
requirements for the licensing and regulation of tipedty administratorsThe Department has
reviewed both rules pursuant to the fivgeear review requirement of ORC 119.032, ard
proposing both rules with no changes.

Coordination of benefits is the method by which multiple insurance carriers coerttindienefits

of their plans to avoid duplicate payment of claims and ensure that the appropiaty is
paying a claim. As defined in ORC 3902.12imary health coverage means that a plan’s benefits
are paid without regard to the benefits of another plan, while secondary coveragetma¢ans
benefits are determined by taking into consideration payment made by anathédAC 39018-

01 amplifies he statutory requirements for coordination of benefits. Specificallyiutkeoutlines
various administrative requirements for coordination of benefits including consurksdiss,
prohibited practices, determinations about order of benefits, andtiperfak failure to comply
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with the rule. The prescriptive nature of the rule and the potential penalties for nomcmapli
mean that virtually every requirement included in the rule constitutes ansadwepact to
business. The BIA submitted by the Ddapaant justifies these impacts as necessary to ensure the
orderly transfer of information and elimination of duplication. Without the rule, #y@abment
indicates that the coordination of benefits (and ultimately payment for egrwiould be slower
andmore difficult.

Similarly, OAC 39018-05 establishes the framework for regulation of third party administrators,
amplifying a detailed set of requirememtstlined in ORC Chapter 3959. The DepartmeiiIA
defines a third party administrator aany persa that adjusts or settles claims in connection with
life, dental, vision and health or disability insurance plans;isslfrance programs or other
benefits plans.The rule establishes very specific requirements such as standards arehreojs

for licensing, prohibited activities, requirements related to solicitations, rdwmping and
auditing requirements, annual reporting, and penalties for failure to comply. Agamtthre of

the rule determines that virtually every requirement creates an adverse impadIA cites
consumer protection as the justification for the impacts in the rule.

Based on followup conversations with the CSI Office related to the adverse impact of tlse rule
and the stakeholder outreach for developing thesrthe Department submittedvised BlAs on
November 4, 2013. No comments were submitted during the CSI review period to st
adverse impacts created by tiues are unduly burdensome. The CSI Office has determined that
the rules justifythe aderse impad to businesses.

Recommendations
For the reasons discussed above, the CSI Offiee dot have any recamendations for this rule
package.

Conclusion

Based onhe above comments, the CSI Office cafudes thathe Department of Insuranséould
proceed with thdormal filing of this rule packge with the JointCommittee on Agency Rule
Review.



