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VIRGINIA REGISTER

The Virginia Register is an official state publication issued
every other week throughoui the vear. Indexes are published
quarterly, and the last index of the vear is cumulative.

The Virginia Register has several functions. The full text of all
reégulations, both as proposed and as finally adopted or changed
by amendment are required by law to be published in the
Virginia Register of Regulations.

In addition, the Virginia Register is a source of other
information about state government, includiag ali Emergeacy
Regulations issued by the Governor, and Executive Orders, the
Virginia Tazx Bulletin issued periogically by the Department of
Taxation, and nolices of ail public hearings and open mestings of
siate agencies.

ADOPTION, AMENDMENT, AND REPEAL OF REGULATIONS

An sgency wishing to adopt, amend, or repesl regulations must
first publish in the Virginia Register 2 notice of proposed action;
a hasis, purpose, impact and summary stalement, a notice giving
the public an opportunity to comment on the proposal, and the
text of the proposed reguistions.

Under the provisions of the Adminisirative Process Act, the
Regisirar has the right to publish a summary, rather than the full
text, of a regulation which is considered to be too lengthy. In
such case, the full text of the regulation will be available for
public inspection at the coffice of the Reglstrar and at the office
of the promulgating agency.

Following publication of the propesal in the Virginia Register,
sizty days must elapse before the agency may take action on the
proposal.

During this time, the Governor and the General Assembly wili
review the proposed regulations. The Governor will transmit his
comments on the regulations to the Registrar and the agency and
such commenis will be published in the Virginis Regisier.

Upon receipt of the Governor's comment on a propesed
regulation, the agency (i) may adopt the propesed regulation, if
the Governor has no objectlon to the regulation; (i) may modify
and adopt the proposed reguistion after considering and
tncorporating the Governor's suggestions, or (i) may adopt the
regulation without changes despite the Governor's
recommendations for change.

The appropriate standing commitiee of each branch of the
Geners! Assembly may mest during the promuigation or final
adoption process and file an objection with the Virginde Registrar
and the promulgating agency. The objection will be published in
the Virginia Register. Within twenty-one days after receipt by the
agency of a legislative objection, the agency shall file a response
with the Registrar, the objecting legislative Commitiee, and the
Governor

When final action s taken, the promulgating agency must again
pubiish the fext of the regulation, as adopted, highlighting and
_explaining any substantial changes in the final reguiation. A
thirty-day flnal adoption period will commence upon publication in
the Virginia Register. .

The Governor will review the final regulation during this time
and if he objects, torward his objection to the Registrar and the
agency. His objection will be published in the Virginia Register. If
the Governor finds that changes made to the proposed reguniation
are substantial, he may suspend the regulatery process for thirty
days and require the agency io solicit additional public comment
on the substantial changes.

& regulation becomes effective at the conclusion of this
{hirty-day final adoption peried, or at any other later date
specified by the promalgating agency, unless (i) a legislative
objection has been filed, in which event the rsguiation, unless
withdrawn, becomes effective on the date specified, which shali

be after the expiration of the twenty-one day extension period; or
(il} the Governor exercises his authority to suspend the regulatory
process for solicitation of additional public comment, in which
event the regulation, upless withdrawn, becomes effective on the
date specified which date shall be after the eupirstion of the
period for which the Governor has suspended the regulatory
process,

Proposed action on regulations may. be withdrawn by the
promulgating agency at any time before final action is taken.

EMERGENCY REGULATIONS

If an agency determines that an smergency situation exists, it
then requests the Governor to issue an emergency regulation, The
emergency regulation becomes operative upon s adoption and
filing with the Regisirar of Regulations, unless a later date Is
specified. Emergency regulations are limited in Hme and cennot
excesd a twelve-months duration. The emergency regulations will
be published as quickly as possibie in the Virginia Register,

During the time the emergency status is in effect, the agency
may proceed with the adoption of permanent regulations through
the usua! procedures (See “Adoption, Amendment, and Repeal of
Regulations,” above). If the agency does not choose to adopi the
regulations, the emergency status ends when the prescribed time
limit expires.

STATEMENT

The foregoing constilules a generalized statement of the
procedures fo be followed. For specific stastutory language, it is
suggested that Article 2 of Chapter 1.1:1 (§§ 26.14:6 through
8-6.14:9) of the Code of Virginia be examined carefuily.

CITATION TO THE VIRGINIA REGISTER

The Virginia Register is cited by volume, issue, page number,
and date. 1:3 VAR, 7577 November 12, 1984 refers to Volume 1,
issue 3, pages 75 through 77 of the Virginia Register issued on
November 12, 1984

“The Virginia Register of Regulations” (USPS-001831) is
published bl-weekly, except four times in January, April, July and
October for $85 per year by the Virginia Code Commission,
General Assembly Building, Capito! Square, Richmond, Virginia
23219. Telephone (804) 786-3591. Second-Class Postage Rates Paid
at Richmond, Virglnia. POSTMASTER: Send address changes to
the Virginia Register of Regulations, P.0. Box 3-AG, Richmond,
Virginia 23208-1108,

The Virginia Register of Regulations is published pursuani o
Article 7 of Chapter 1.1:1 (§ 96.142 et seq) of the Codes of
Virginla. Individual copies are available for $4 each from lhe
Registrar of Regulations.

Members of the Virginia Code Commission; Dudiey J. Emick,
Jr., Chairman, J. Samuel Glassceck, Vice Chairman; Russell M.
Carpeal; Joseph V. Gartlas, Jr; John Winge Haowles; Gall §.
Marshall; E. M. Miller, Jr. Theodore V. Morelsen; Wililam F.
Parkerses, Jr; A. L. Philpott.

Staff of the Virginia Register: Joan W. Smith, Regisirar of
Regulations; Ann M. Brewn, Deputy Registrar of Regulations.
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PROPOSED REGULATIONS

" For information concerning Proposed Regulations, see information page.

been stricken indicates proposed text for deletion.

Symbel Key
Roman type indicates existing text of regulations. Malic {ype indicates proposed new text. Language which has

BOARD FOR COSMETOLOGY

Title of Regulation: VR 235-81-02, Beard for Cosmetolegy
Regulations.

Statutory Authority: § 54.1-201 5 and Chapter 12 (§
54.1-1200 et seq.) of Title 54.1 of the Code of Virginia.

Public Eearing Date: N/A
(See Calendar of Events section
for additional information)

Summary.

Pursuant to § 54.1-201 5 of the Code of Virginia and
in accordance with § 9-8.14:7.1, the Virginia Beard for
Cosmetology proposes to amend § 3.5 of VR 235-01-02.

The regulation applies directly i{o approximately 90
licensed schools, 885 certified instructors, and 2500
individuals applying per year io sit for the
cosmetology examination. Alse affected are the 34,330
licensed cosmetologists and 5,470 licensed salops.

The proposed amendment Yo § 3.5 requires
cosmetology schools to report the hours and
performances complefed by a terminated student
within 30 days from the dale of terminaiion fo the
board. The curreni regulation requires such a report
be provided to the student, rather than the board and
only to those students who have fulfilied (their
financial obligation to the school

VR 235-01-02, Board for Cosmetelogy Regulations.

PART L
ENTRY.

§ 1.1. Individual license.

Upon filing an application with the Board for
Cosmetology on forms approved by the board, and paying
the license fee, any person meeting the gqualifications set
by the board shall be granied a license if the applicant
has amply demonsiraied that:

1. The applicant has received iraining as defined in
Part TiI of these regulations.

2. The applicant has qualified for licensure either by
passing the required examination of by endorsement.

3. The applicani’s license as a cosmetologist has not
been previously revoked or suspended.

The fee for license by endorsement shall be $20.
§ 1.2. Acceptable training.

A, Schools.

Any person completing a training program in a licensed
cosmetology school or a Virginia public school’s
cosmetology program shall be eligible for examination.

B. Apprenticeship training.

Any person completing the Virginia apprenticeship
program in cosmetology shall be eligible for examination.

1. Cosmetology salons {raining apprentices shall
comply with the standards established by the Division
of Apprenticeship Training of the Virginia Department
of Labor and Indusiry for Apprenticeship Training.

§ 1.3. Exceptions to training requirements shown in § 1.2.

A, A licensed barber enrolling in a cosmetology training
school shall be given credit for 509 of the training
required for a barber’s license.

B. A student shall be given educational credit for 50%
of the training received in a barber school when
transferring to a cosmetology school.

C. Persons with two years of cosmetology iraining or
experience outside the {erritorial limits of the United
States shall he eligible for examination upon submission of
satisfactory documentary evidence of the iraining or
experience.

§ 1.4. Examinations required.

A, Examinations generally.

Applicants for licensure shall pass a practical and
written examination provided by the board or by a testing
service acting on behalf of the board.

B. Any applicant passing one part of the examination
shall not be required to take that part again provided both
parts are passed within one year.

C. The fee for taking the enfire examination shall be
$60.

D. The fee for retaking the wrilten portion of the
examination shall be $46 $20 .
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E, The fee for retaking the practical portion of the
examination shail be $26 $40 .

F. Failure to appear.

Any candidate failing to appear as scheduled for
examination shall forfeil the fee, and shall be required to
pay a rescheduling fee equal fo the original examination
fee.

§ L.5. Administration of examination.

A, The examination shafl be administered by examiners
independent from the hoard and shall be supervised by a
chief examiner.

B. Every examiner shall be a practicing cosmetologist
who has completed the prescribed cosmetology trafning
and who hes three or more years of active experience as
a cosmetologist, and who holds s current cosmetology
license.

C. Neo certified instructor who is curreatly teaching or
whe is & school owner shall be an ezaminer.

D. A chief examiner shall be a practicing cosmetfologist
whoe has completed the prescribed cosmetology treining
and who has five or more vears of active experience as a
licensed cosmetologist, and who has three years of active
experience as an examiner, and who holds a cosmetology
license,

§ 1.6. License/certification by endorsement.

Upon proper application fo the board, on prescribed
forms, aasy person currently licensed (o practice as a
cosmefologist in any ofber state or jurisdicon of the
United States may be issued a cosmetology license without
an examination.

§ 1.7. Temporary permif.

A, A temporary permit to werk as & cosmetologist under
the supervision of a currently licensed cosmetclogist may
be issued to any persen found eligible by the board for
examination,

B. The temporary permit shall remain in force for 30
days following the next scheduled examination for which
the applicant would be eligible to st

€. A Hcemsed cosmetologist or person holding a
lemporary permit may be granied a student imstructor
permit to function under the direct supervision of a
certified imsitrucior. The student instructor permit shall
remain in force for no more than 12 months after the
date of issuance and shall be nonrenewable. Failure to
mainfain a cosmefolegy license or & temperary permit
pending examinafion shall disqualify an Individual from
holding & student instructer permit.

D. All temporary permits are nonrenewshbie,
§ 1.8. Salon license.

A, Any individual wishing {o operate a cesmetology salon
shall obiain 3 Hecense in compliance with § 54.1-1205 of
the Code of Virginia.

B. A cosmetology salon license shall not be transferable
and shall bear the same name and address as the
business., Amy chianges in the name of the salon, address,
or owners shall he reporied to the board in writing within
3¢ days of such changes.

C. The application fee for a salon shall be 375

PART H.
RENEWAL OF LICENSE/CERTIFICATE.

§ 2.1. Renewal reguired.

A, All cosmetology licenses, imstructor certificates, and
salon Heenses shell expire iwo years from the last day of
the month in which they were issued.

B. All certified cosmetology instruciors shall have until
September 1, 1989, to renew their insitrucior cerbificate.
The imstructor certificate will expire two years frem the
last day of the month in which issued. Individusls failing
to renew the certificate by September I, 1988, shall apply
for reipstatement of the ceriificate in accordance with §
2.3

€. Cosmeiology school Heenses shall expire on December
3 of each even numbered year.

D. The renewsl fee for a cosmetology license shall be
§35, for an instructor ceriificate shall be $40, for a salon
license shall be $60, and for a school license shall be
$106.

§ 2.2. Notice of renewal.

The Department of Commerce wili mail a2 renewsl
notice to the Hcensee oullining the procedures for renewal.
Failure to receive this nofice, however, shall nof refieve
the lcensec of the obligation to remew. If the lcensee
feils to receive the remewal nolice, a copy of the old
Hcense may be submitied as evidence of intent {o repew,
along with the required fee.

§ 2.3. Failure to renew.

A. When a Hcensed/certified individual or entily falls o
renew the license within 30 days following its expirafion
date, an additional fee of §35 for a cosmefology Heense, of
$40 for 2 teachers certificate, of $60 for the salop license,
and of $100 for the school licemse will be reguired in
addition fo the regular renewa!l fee im order fo renew his
license,
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B. Whern a licensed/certified individual or entity fails to
renew his license within six months following its expiration
date, the licensee must apply for reinstatement of the
license by submitting to the Department of Coemmerce a
reinstatement application and reinstatement fee of $160 for
a cosmetology license, of $180 for an instructor certificate,
of $250 for a salon license, and $300 for a school license
with a statement of the reasons for failing to renew prior
to the expiration date.

C. Upon receipt of the reinstatement application and fee
the Bboard may reinstate the license/certificate or require
requalification, reexamination, or both.

D. When an individual licensee fails to renew his license
after a two-year period of time the licensee must pass
both a practical and a written examination in order to be
reinstated.

E. The date a renewal fee is received by the
Department of Commerce, or iis agent, will be used to
determine whether a penally fee or the requirement for
reinstatement of a license is applicable.

F. Fees,

All fees are nonrefundable.

§ 2.4. Board discretion to deny renewal.

The board, in iis discretion, may deny renewal of a
license upon such denial, the application for renewal may
request that a hearing be held.

PART HIL
COSMETOLOGY SCHOOLS.

§ 3.1. General reqguirements.
A cosmetology school shall:
1. Hold a school license for each and every location;

2. Hold a salon license if the school receives
compensation for services provided in its clinic;

3. Employ a staff of certified cosmetology instructors;

4. Develop individuals for entry level of competency
in cosmetology.

The application fee for a cosmetology school license
shall be $100.

§ 3.2. To obtain a certificate as a cosmetology instructor, a
person shall;

1. Hold a current Virginia cosmetology license,

2. Pass a course in teaching techniques approved by
the State Board of Education; or

Complete an instructor training course approved by
the Board for Cosmetology under the supervision of a
certified cosmetology instructor in a beauty school and
a seminar approved by the Board for Cosmetology; or

Pass an examination in
administered by the board.

cosmetology instruction

§ 3.3. Curriculum requirements.

Each school shall submit with its application a detailed
course outline, to be taught, which shall include the
following:

A, Orientation:

School policies
State law, regulations, and professional ethics
Personal hygiene
Bacteriology, sterilization, and sanitation
B. Manicuring and pedicuring:
Anatomy and physiology
Diseases and disorders

Procedures to
application

include both natural and artificial

Sterilization
C. Shampooing and rinsing:
Fundamentals
Safety rules
Procedures
Chemistry, anatomy, and physiology
D. Scalp treatments:
Analysis
Disorders and diseases
Manipulations
Treatments
E. Hair styling:
Anatomy and facial shapes

Finger waving, molding, and pin curling
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Roller curling, combing, and brushing

Heat curling, waving, and pressing

F. Hair cutting:

Anatomy and physiology

Fundamentals, materials, and equipment

Procedures

Safety practices

G. Permanent waving-chemical relaxing:

Analysis

Supplies and equipment

Procedures and practical application
Chemistry

Record keeping

Safety

H. Hair coloring and bleaching:
Analysis and basic coler theory
Supplies and equipment

Procedures and practical application
Chemistry and classifications
Record keeping

Safety

. Skin care and make up:

Analysis

Anatomy

Health, safety, and sanitary rules
Procedures

Chemistry and light therapy |
Temporary removal of hair

Lash and brow tinting

. Wigs, hair pieces, and related theory:

Sanitation and sterilization

Types
Procedures
K. Salen management:
Business ethics
Care of equipment
§ 3.4. Performance completions.
Each approved school or approved apprenticeship
sponsor shall certify, on a form provided by the board,

that the student or apprentice has satisfactorily completed
the following minimum performances.

Hair and scaip treatments 10
Shampooing and hair styling 320
Tinting 15
Bleaching and frosting 10
Temporary rinses 10
Semi-permanent color 10
Cold permanent waving or
chemical relaxing 25
Hair shaping 50
Wig care, styling, placing on model 5
Finger waving and thermal waving 30
Magicuring 10
Facials 5
Total 500
§ 3.5. Performances and hours reporied.
Upon completion of 259, 50%, and 75% of
performances or hours completed by a siudeni in a

licensed school, the school shall provide an individualized
written report to the student of performances and hours
completed. Upon termination of a student from & licensed
school, for any reason, the school shall provide a writien
report te the student eon performanees and hours
completed exeept that where in the ease of a 'writien
contract between an individual and a seheok the individual
has not wmet coniractual finereial oblipations board on
performances and hours within 30 days from ihe dale of
termination .

§ 3.6. Each cosmetology school shall maintain written
records of hours and performances completed for each
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student for a period of, five years after the student
terminates or completes the curriculum.

§ 3.7. Hours and performances required, exception:

Curriculum and completion reguirements shall be
offered over a minimum of 1500 clock hours unless the
school presents evidence satisfactory to the board that the
school;

1. Will measure for competency, for each student
enrolled, tasks specified in subsections C through J of
§ 3.3 of these regulations;

2, Inform each student of progress
competency of tasks taught; and

in achieving

3. Record the number of cleck hours of instructions
and perfermances of each student.

PART 1V.
STANDARDS OF PRACTICE.

§ 4.1, Display of license, permit, and certificate.

All current licenses, permits, and certificates issued by
the board shall be visibly displayed in the school or
establishment where business is conducted.

§ 4.2, Sanitation.

Licensees of schools and salons shall comply with the
following sanitation standards and shall ensure that all
employees likewise comply:

1. Premises and equipment.

a. Cleanliness. Wash basins and sinks shall be clean.
Floors shall be kept free of hair and other waste
materials. Combs, brushes, towels, razors, clippers,
scissors, and other instruments shall be cleaned
after every use and stored free from contamination.

b. Soiled towels and robes or smocks shall be stored
in a closed container,

QOperation and service,

a. Towels and robes. Clean fowels and robes shail
be used for each patron.

b. Haircloth. When a haircloth is used, a clean towel
or neck strip shall be placed around the neck of the
patron to prevent the haircloth from touching the
skin.

¢. Brushes, combs, scissors, razors, clippers, and all
sharp-edged cutting insiruments shall be washed and
sanitized after each use.

d. Permanent wave rods shall be rinsed after each

use and end papers shall not be reused.
§ 4.3. Discipline.

The board has the power to fine any licensee or
certificate holder or to suspend or revoke any license or
certificate issued under the provisions of Chapter 12 of
Title 54.1 of the Code of Virginia and the regulations of
the board, at any time after a hearing is conducted
pursuant to the provisions of Chapter 1.1:1 of Title 9 of
the Code of Virginia if the board finds that:

1. The licensee or certificate holder is incompetient or
negligent in practice or incapable mentally or
physically to practice as a cosmetologist; or

2. The licensee or certificate holder is guilty of fraud
or deceit in the practice or teaching of cosmetology;
or

3. The owner or operator of a school or salon allowed
a person to practice or teach cosmetology without the
person obtaining a license, temporary permit, or
certificate issued by the board. Exception: Holders of
associate degrees or higher shall not be prohibited
from teaching theory.

4, The licensee, certificaie holder, or owner violates,
induces others to violate, or cooperates with others in
violating any of the provisions of Chapters 3 and 12 of
Title 54.1 of the Code of Virginia, or these regulations.

5. The licensee, certificate holder, or owner refuses or
fails, upon request or demand, to produce to the
board or any of its agents, any document, book,
record, or copy thereof in a licensee’s, certificate
holder's, or owner’s possession concerning the practice
or teaching of cosmetology.
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VIRGINIA HOUSING DEVELOPMENT AUTHORITY

Title of Regulation: VR 464-02-0003. Rules and Regulaticns
for Single Family Mortgage Loans to Persons and
Families of Low and Moderate Income.

Statutory Authority: § 3655.30:3 of the Code of Virginia.

Public Hearing Date: N/A
(See Calendar of Events section
for additional information)

NOTE: Documents and forms referred to herein as
exhibits have not been adopted by the authority as a part
of the Rules and Regulations for Single Family Mortgage
Loans to Persons and Families of Low and Moderate
Income but are attached thereto for reference and
informational purposes. Accordingly, such documents and
forms have not been included in the amendments to the
foregoing Rules and Regulations for Single Family
Mortgage Loans to Persons and Families of Low and
Moderate Income. Copies of such documents and forms
are available upon request ai the office of the authority.

Summary;

The proposed amendments to the authorily’s rules and
regulations applicable to ifs single family mortgage
loan program will eliminate certain ouldated sales
prices and income limifs, redesignate the PDS agenits
as originating agents and servicing agents, describe the
authority’s loan buydown programs, clarify that certain
changes in loan reservations are prohibited, explain
that private morigage insurance companies may have
additional underwriting requirements, specify that
appiicants must be US. citizens or possess a “green
card,” list additional documents required lo be
included in FHA and VA loan packages, clarify the
requirement for the submission of tax records by
applicants seeking to finance a home In certain
targeted areas and make certain I(ypographical and
stylistic revisions.

VR 400-02-003. Ruies and Regulations for Single Family
Mortgage Loans to Persons and Families of Low and
Moderate Income,

PART 1.
GENERAL.

§ 1.1. General

The following rules and regulations will be applicable o
mortgage loans which are made or financed or are
proposed to be made or financed by the authority to
persons and families of low and moderate income for the
acquisition (and, where applicable, rehabilitation),
ownership and occupancy of single family housing units.

In order to be considered eligible for a mortgage loan
hereunder, a “person” or “family” (as defined in the
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authority’s rules and regulations) must have aa “adjusted
family ineome” of a"'gross family income” (as determined
in accordance with the authority’s rules and regulations)
as appHeable; which does not exceed the applicable
income limitation set forth in Part II hereof. Furthermore,
the sales price of any single family unit to be financed
hereunder must not exceed the applicable sales price limit
set forth in Part II hereoi. The term “sales price,” with
respect to a mortgage loan for the combined acquisition
and rehabilitation of a single family dwelling unit, shail
inciude the cost of acquisition, plus the cost of
rehabilitation and debt service for such period of
rehabilitation, not to exceed three months, as the executive
director shall determine that such dwelling unit will not be
available for occupancy. In addition, each mortgage loan
must satisiy all requirements of federal law applicabie to
loans financed with the proceeds of tax-exempt bonds as
set forth in Part II hereof.

Mortgage loans may be made or financed pursuant to
these rules and regulations only if and to the extent that
the authority has made or expects to make funds available
therefor.

Notwithstanding anything to the contrary herein, the
executive director is authorized with respect to any
mortgage loan hereunder to wailve or modify any
provisions of these rules and regulations where deemed
appropriate by him for good cause, to the extent not
inconsistent with the Act.

All reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive benefit and protection of
the authority and shall not be construed to waive or
modify any of the rights, benefits, privileges, duties,
liabilities or responsibilities of the authority or the
mortgagor under the agreemenis and documents executed
in connection with the morigage loan.

The rules and regulations set forth herein are intended
to provide a general description of the authority's
processing requirements and are not intended ito include
all actions involved or required in the proeessing
originating and adminisiration of morigage loans under the
authority’s singie family housing program. These rules and
regulations are subject to change at any time by the
authority and may be supplemented by policies, rules and
regulations adopted by the authority from time fo time.

§ 1.2. BBS Originating and servicing agents.
A, Approval /definitions .

The originating of moritgage loans and the processing of
applications for the making or financing ef mertgage loans
hereunder; the disbursement of proceeds of morigage loghs
and the servicing of morigage loans fhereof in accordance
herewith shall be performed through commercial banks,
savings and loan associations and private morigage bankers

approved as Preeessing/DisbursingfServieing Agenls £PD§
agepts™ originating agents (“originating agenis”) of the
authority. The servicing of morigage loans shall be
performed through commercial banks, savings and loan
associations and private morigage bankers approved as
servicing agents (“servicing agenfs”) of the authority,

To be initially approved as PPS& agemds an originating
agent or as a servicing agent , the applicant must meet
the following qualifications:

1. Be authorized to do business in the Commonwealth
of Virginia;

2. Have a satisfactory rating from any state and
federal agencies responsible for the regulstion of the
applicant;

3. Have a net worth equal to or in excess of $100,000
or, in the case of a savings and loan association, have
its deposits insured by the Federal Savings and Loan
Insurance Corporation;

4, Have a staff with demonstrated ability and
experience in mortgage loan origination and processing
(in the case of an originating ageni applicant) or
servicing (in the case of a seirvicing ageat applicant) ;
and

6 Each branch office of the opplicant that s to
experience in the originatien of morigage loans;

&: Have repsoneble business howrs - e be open o ihe
publie ot least five hours every basking 48 end

%+ 5. Such other qualifications as the exacutive
director shall deem to be related to the perfermance
of its duties and responsibilities.

B the oapplicant is o originate {(but npeot service)
merigege leans;, the applicant must satisfy the
qualifications set forth in (3) and {4 above omly with
respect to the origination of morigepe leans:

All PDBS agents Esch ongmarmg agent approved by the
authority shall enter into 2 i : SEFHE
Apreements {PDS an ongmatmg agreement
(“originating agreement”), with the authority containing
such terms and conditions as the executive direcior shall
require with respect to the origination and processing ;
disbursing end servieing of mortgage lpans hereunder.
Fach servicing agent approved by the authority shall enier
into a servicing agreement with the authority containing
such terms and conditions as the executive director shall
require with respect to the servicing of morigage loans.

21

An applicant may be approved as both an originating
agent and a servicing agent (“originating and servicing
agent”). Each originating and servicing agent shall enter
inte an originating and servicing agreement (“priginafing
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ans servicing agreement”) with the authority confaining
such terms and conditions as the executive direcfor shall
reguire with respect fo the originafting and servicing of
mortgage loans hereunder.

For the purposes of these rules and reguiations, the
term “originating agent” shall hereipafier be deemed fo
include the term “originating and servicing agenl,” unless
otherwise noted. Similarly, the term ‘originating
agreement” shall hereipafter be deemed to incilude the
term ‘originating and servicing agreemem,” unless
otherwise noted. The ferm “servicing agent” shall continue
fo mean an agent ailthorized oanfy o service morigage
loans. The ferm ‘“Servicing agreememt” shall continue fo
mean only the agreemen! befween the authority and a
servicing agent.

The BD& Originating agents and servicing agents shall
maintain adequate books and records with respect ic sueh
mortgage loans which (hey originate and process or
service, as applicable , shall permit the authority to
examine such books and records, and shall submit to the
authority such reports (including annual financial
statemnents) and information as the authority may require,
The fees payable to the PDS egent originating agenis and
servicing agents for originating and processing or for
servicing morigage lcans hereunder shall be established
from time to time by fhe executive director and shall be
set forth in the ¥BS originsting agreemenis and servicing
agreements applicable fo such originafing agents and
servicing agents .

B. Allocation of funds.

The executive director shall allocate funds for the
making or financing of mortgage loans hereunder in such
manner, o such persons and entities, in such amountis, for
such period, and subject to such terms and conditions as
e shall deem appropriate to best accomplish the purposes
and goals of the authority. Without limiing the foregoing,
the executive director may allocate funds (i) to morigage
loan applicanis on a first-come, first-serve or other basis,
(i) to PDS originating agenis and gstate and local
government agencies and instrumentalities for the
origination of morigage loans to qualified applicanis
and/or (ili) to bullders for the permanent financing of
residences constructed or rehabilitaied or to be
construcied or or rehabililated by them and to be sold to
qualified applicants. In determining how to so allocate the
funds, the executive director may consider such factors as
he deems relevant, inciuding any of the following:

1. The need for the expeditious commitment and
disbursement of such funds for morigage loans;

2. The need and demand for the financing of
morigage loans with such funds in the various
geographical areas of the Commonwealth;

3. The cost and difficulty of administration of the
allocation of funds;

4. The capability, history and experience of any BBS

originating agents, state and local governmental
agencies and instrumentalifies, builders, or other
persons and entities (other than mortgage loan

applicants) who are io receive an sllocation; and
3. Housing conditions in the Commonwealth.

In the eveni that ihe execuiive director shall determine
to make allocations of funds {o builders as described
above, the following requirements must be satisfied by
each such builder:

1. The builder must have g valid contractor’s license
in the Commonwealth;

2. The builder must have at least three years'
experience of a scope and nature similar to the
proposed construction or rehabilitation; and

3. The builder must submit to the authority plans and
specifications for the proposed construciion or
rehabilitation which are acceptable to the authority.

The executive director may from time to iime take such
action as he may deem necessary or proper in order to
solicit applications for allocation of funds hereunder. Such
actions may include advertising in newspapers and other
media, mailing of information to prospective applicanis
and other members of the public, and any other methods
of public announcement which the executive director may
select as appropriate under the circumstances. The
executive direcior may impose requirements, limitations
and conditions with respect to tihe submission of
applications as he shall consider necessary or appropriate.
The executive director may cause markei siudies and
other research and analyses to be performed in order io
determine the manner and conditions under which funds
of the authority are to be allpcated and such other
matters as ke shall deem appropriate relating thereto, The
autheority may also consider and approve applications for
allocations of funds submitted from time to time to the
authority without any solicitation therefor on the part of
the authority.

C. Processing and disbursing Originating guide and
servicing guide,

The processing and disbursing originafing guide attached
hereto as Part IT is incerporated into and made a part of

theserules and regulations. All exhibits and other
documents referenced in the proeecssirg apd disbursing

originating guide are not included in, and shali not be
deemed toc be a part of, these rules and regulations. The
executive direcior is authorized to prepare and from time
to time revise a servicing guide which shail set forth the
accounting and other procedures to be foliowed by the
PDS agents in all originating agents and servicing agenls
responsible for the servicing of the morigage loans under
the PB§ applicable originating agreements and servicing
agreements, Coples of the servicing guide shall be
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available upon request. The executive director shall be
responsible for the implementation and interpretation of

the provisions of the processing and disbursing originating
guide and the servicing guide.

D. Making and purchase of new mortgage loans.

The authorily may from ifime fo time (i) make mortgage
loans directly to morigagors with the assistance and
services of its PBS originaling agents and (ii) agree to
purchase individual mortgage loans from its PDS
originating agents or servicing agents upon the
consummation of the closing thereof. The review and
processing of applications for such mortgage loans, the
issuance of morigage loan commiiments therefor, the
closing and servicing (and, if applicable, the purchase) of
such mortgage loans, and the terms and conditions relating
to such morigage loans shall be governed by and shall
comply with the provisions of the »PDS applicable
originating agreement or servicing agreement, the
processing and disbursing coriginating guide, the servicing
guige, the Act and fhese rules and regulations.

if the applicant and the application for a meortgage loan
meef ihe requiremenis of the Act and these rules and
regujations, the executive director may issue on behali of
the asuthority a mortgage loan commitment to the applicant
for the financing of the single family dwelling unit, subject
{c the approval of ratification thereof by the board. Such
mortgage loan commitment shall be issued only upon the
determination of the authority that such a mortgage loan
is not otherwise available from private lenders upon
reasonably eguivalent terms and conditions, and such
determination shall be set forth in the mortgage loan
comnmiiment. The original principal amoun{ and term of
such morigage loan, the arnortization period, the terms and
conditions relating {o the prepayment thereof, and such
other terms, condifions and requirements as the executive
director deems necessary or appropriate shall be set forth
or incorporated in the morigage loan commitment issued
on behalf of the authority with respect to such morigage
foan.

E. Purchase of existing mortgage loans.

The authority may purchase from time to iime existing
morigage loans with funds held or received in connection
with bonds issued by the authority prior to January I,
1981, or with other funds legally available therefor. With
respect to any such purchase, the executive director may
request and solicit bids or proposals from the authority's
PRE originating agents and servicing agents for the sale
and purchase of such mortgage leans, in such manner,
within such time period and subject to such terms and
conditions as he shall deem appropriate under the
circumstances. The sales prices of the single family
housing units financed by such morigage loans, the gross
family incomes of the morigagors thereof, and the criginal
principal amounts of such mortgage loans shall not exceed
such limits as the executive director shall establish, subject
to approval or ratification by resolution of the board. The

executive director may take such action as he deems
necessary or appropriate t{o solicit offers to sell morigage
loans, including mailing of the request to PB& originaling
agents and servicing agents, advertising in newspapers or
other publications and any other method of public
announcement which he may select as appropriate under
the circumstances. After review and evaluation by ithe
executive director of the bids or proposals, he shall zelect
those bids or proposals that offer the highest vield to the
authority on the morigage loans (subject fo any limitations
imposed by law on the authority) and that best conform to
the terms and conditions established by him with respeci
to the bids or proposals. Upon selection of such bids or
proposals, the executive director shall issue commiimenis
to the BPDS selecled originating agents and servicing agenis
to purchase the morigage loans, subject to such terms and
conditions as he shall deem necessary or appropriate and
subject to the approval or ratification by the board. Upeon
satisfaction of the terms of the commitmenis, the
execulive director shali execute such agreemenis and
documents and iake such other action as may be
necessary or appropriaie in order to consummaie {(he
purchase and sale of the mortgage loans. The morigage
loans $o purchased shall be serviced in accordance with
the PDS applicable criginating agreement or servicing
agreement and the Servicing Guide. Such mortgage loans
and the purchase thereof shall in all respects comply with
the Act and the authority’s rules and regulations,

F. Delegated underwriting.

The executive director may, in his discretion, delegate
to one or more PBS originating agents the responsibility
for issuing commitments for mortgage loans and dishursing
the proceeds hereof without prior review and approval by
the authority. The issuance of such commitmenis shali be
subject to ratification thereof by the board of the
authority. If the executive direcior determines t¢ make
any such delegation, he shall establish criteria under
which PDS originating agents may qualify for such
delegation. If such delegation has been made, the EBS
originating agents shall submit ail required documentation
to the authority afier closing of each mortgage loan. If the
executive director determines that a mortgage loan does
not comply with the processing and disbursing guide, the
PBS applicable originating agreement, the Act or these
rules and regulations, he may require the PBS originafing
agents to purchase such morigage loan, subject fo such
terms and conditions as he may prescribe.

PART 1L
VIRGINIA HOUSING DEVELOPMENT AUTHORITY
PROCESSING ANP PISBURSIMG GUIDE.

Article 1.
Eligibility Requirements,

§ 2.1, Eligible persons and families.

A. Person.
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A one-person household is eligibie.
B. Family.

A single family loan can be made to more than one
person only if all such persons to whom the loan is made
are related by blood, marriage or adoption and are living
togeiher in the dwelling as a single nonprofit housekeeping
unit,

C. Citizenship.

Each applicant for an authorily mortgage Ioan must
either be a Uniled States citizen or have a valid and
curremt alien regisitration card (U.S. Department of
Immigration Form 1-551 or US. Department of
Immigration Form 1-151).

§ 2.2. Compliance with certain requirements of the
Iniernal Revenue Code of 1986, as amended (hereinafter
“the tax code’).

The tax code imposes certain requirements and
resirictions on the eligibility of mortgagors and residences
for financing with the proceeds of tax-exempt bonds. In
order to comply with these federal requirements and
restrictions, the authority has established certain
procedures which must be performed by the PDS
originating agent in order fo deterrnine such eligibility.
The eligibility requiremenis for the borrower and the
dwelling are described below as well as the procedures to
be performed. The PD& originating agent will certify to
the performance of these procedures and evaiuation of a
borrower’s eligibility by compileting and signing the “ PB§
Originating Agent’s Checklist for Certain Requiremenis of
the Tax Code” (Exhibit A &) A(l)}) prior to the
authority’s approval of each loan. No loan will be
approved by the authority unless all of the federal
eligibility requirements are met as well as the usual
requirements of the authority set forth in other parts of
this guide.

§ 2.2.1. Eligible borrowers.
A. General,

In order to be considered an eligible borrower for an
authority mortgage loan, an applicant must, among other
things, meet all of the following federal criteria:

The applicant:

1. May not have had a preseni ownership interest in
his principal residence within the {fhree years
preceding the date of execution of the morigage loan
documents. (See § 2.2.1.B Three-year requirement);

2. Must agree to occupy and use the residential
property to be purchased as his permanent, principal
residence within 60 days (80 days in the case of a
rehabiliation loan as defined in § 2.17) afier the date

of the closing of the morigage loan. (See § 2.2.1.C
Principal residence reguirement);

3. Must not use the proceeds of the mortgage loan to
acquire or replace an exisiting mortgage or debt,
except in the case of certain types of temporary
financing, {(See § 2.2.1.D New merigage requirernent);

4, Must have coniracted te purchase an eligible
dwelling. (See § 2.2.2 Eligible dwellings);

5. Must execute an affidavit of borrower (Exhibit E)
at the iime of loan application;

6. Must not receive income in an amouni in excess of
the applicable federal income limit imposed by the
tax code (See § 2.0 Income requirements); and

7. Must agree not to sell, lease or otherwise {ransier
an interest in the residence or permit the assumption
of his morigage loan unless certain requirements are
met. (See § 2.10 Loan assumptions).

B. Three-year requirement,

An eligible borrower does not include any borrower
who, at any time during the three years preceding the
date of execution of the mortgage loan documents, had a
“present ownership interest” (as hereinafter defined) in
his principal residence. Each borrower must certify on the
affidavit of borrower thet at no time during the three
years preceding the execution of the mertgage loan
documents has he had a present ownership interest in his
principal residence. This requirement does not apply to
residences located in “iargeied areas” (see § 2.3 “TFargeted
areas?); Targeted areas); however, even if the residence is
located in a “iargeted area,” the tax returns for the most
recent taxable year {(or the lefter described in 3 below)
must be obiained for the purpose of determining
compliance with other requirements.

1. Definifion of present ownership interest. “Present
ownership interest” inciudes:

a. A fee simple interest,

b. A joint tenancy, a tenancy in common, or a
tenancy by the entirety,

¢. The interest of a tenani shareholder in a
cooperative,

d. A life estate,

e. A land contract, under which possession and the
benefits and burdens of ownership are transferred
although legal title is not transferred until some
later time, and

f. An interest held in trust for the eligible borrower
(whether or not created by the eligible borrower)
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that would consitute a present ownership interest if
held directly by the eligible borrower.

Interests which do not constitufe a “Present ewaecrship
interest” presen! ownership Inferest include:

a. A remainder interest,

b. An ordinary lease with or without an option to
purchase,

¢. A mere expectancy to inherit an interest in a
principal residence,

d. The interest that a purchaser of a residence
acquires on the execution of an accepied offer to
purchase real esiate, and

e. An interest in other than a principal residence
during the previous three years.

2. Persons covered. This requirement applies to any
person who will execute the mortgage document or
note and will have a present ownership interest (as
defined above) in the eligible dwelling.

3. Prior tax returns. To verily that the eligibie
borrower meets the three-year requirement, the PDS
originating agent must obtain copies of signed federal
income tax returns filed by the eligible borrower for
the three fax years immediately preceding execuiion
of the mortgage documents (or certified copies of the
refurns) or a copy of a letter from the Internal
Revenue Service stating that its Form 1040A or
1040EZ was filed by the eligible horrower for any of
the three most recent tax years for which copies of
such returns are not obtained. If the eligible borrower
was not required by law to file a federal income tax
refurn for any of these three years and did not so
file, and so states on the borrower affidavit, the
requirement to obiain a copy of the federal income
tax return or letier from the Internal Revenue Service
for such year or years is waived.

The RBPS originating agent shall examine the iax
returns particularly for any evidence that the eligible
borrower may have ciaimed deductions for property
taxes or for interest on indebtedness with respect to
real property constituting his principal residence.

4. Review by PDBS originating agent. The EPEBS

originating agent must, with due diligence, verify the
representations in the berrewer affidavit of borrower
(Exhibit E) regarding the applicant’s prior residency
by reviewing any information including the credit
report and the tax returns furnished by the eligible
borrower for consistency, and certify to ihe authority
that on the bhasis of its review, it is of the opinion that
each borrower has not had present ownership interest
in a principal residence at any time during the
three-year period prior to the anticipated date of the

loan closing.

C. Principal residence requirement.

1. General. An eligible borrower must interd af the

time of closing to occupy the eligible dwelling as a
principal residence within 60 days (80 days in the
case of a purchase and rehabilitation loan) after the
closing of the morigage loan. Unless the residence can
reasonably be expected to become the principal
residence of the eligible borrower within 80 days (80
days in the case of a purchase and rehabilitation
loan) of the mortgage loan closing date, the residence
will not be considered an eligible dwelling and may
not be financed with a morigage loan from the
authority. An eligible borrower must covenant to
intend to occupy the eligible dwelling as a prinicipal
residence within 60 days (90 days in the case of a
purchase and rehabilitation loan) after the closing of
the morigage loan on the affidavit of borrower (io be
updated by the verification and update of information
form) and as part of the attachment to the deed of
frust.

2. Definition of principal residence. A principal
residence does not include any residence which can
reasonably be expecied to be used: (i) primarily in a
trade or business, (ii) as an investment property, or
(iiiy as a recreational or second home. A residence
may not be used in a manner which would permit
any portion of the costs of the eligible dwelling to be
deducted as a trade or business expense for federal
income tax purposes or under circumstances where
any portion of the total living area is to be used
primarily in a trade or business.

3. Land not to be used fo produce income. The land
financed by the morigage loan may not provide, gther
than incidentally, a source of income to the eligible
borrower. The eligible borrower must indicate on the
affidavit of borrower that, among other things:

a. No portion of the land financed by the morigage
loan provides a source of income (other than
incidental income);

b. He does not intend to farm any portion (other
than as a garden for persenal use) of the land
financed by the morigage loan; and

c. He does not intend to subdivide the property.

4, Lot size. Only such land as is reasonably necessary
to maintain the basic livability of the residence may
be financed by a morigage loan. The financed land
must not exceed the customary or usual lot in the
area. Generally, the financed land will not be
permitied to exceed two acres even in rural areas.
However, exceptions may be made: (i) if the land is
owned free and clear and is not being financed by the
loan, the lot may be as large as five acres, (i) if
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difficulty is encountered locating a well or sepiic field,
the lot may exceed two acres io include the additional
acreage required, and (iil) local cily and county
zoning ordinances which require more acreage will be
taken into consideration.

5. Review by BBS§ originating agent. The affidavit of
borrower (Exhibit E) must be reviewed by the BPS
originating agent for consistency with the eligible
borrower’s federal income tax returns and the credit
report in order io support an opinion that the ekigible
borrower is not engaged in any employment activity
or trade or business which has been conducted in his
principal residence. Also, the BDS originating agent
shall review the appraiser report (Exhibit H) of an
authority approved appraiser and the required
photographs to defermine based on the location and
the siructural design and other characteristics of the
dwelling that the residence is suitable for use as a
permanent residence and not for use primarily in a
trade or business or for recreational purposes. Based
on such review, the BDE originating agent shall certify
to s the authority its findings and certain opinions in
the checklist for cerfain requiremenis of the fax code
(Exhibit A(l)) at the time the loan application is
submifted to the authority for approval

6. Post-closing procedures. The BDPS originating agent
shall establish procedures to (i) review
correspondence, checks and other documents received
from the borrower during the 120-day period following
the loan closing for the purpose of ascertaining that
the address of the residence and the address of the
borrower are the same and (ii) notify the authority if
such addresses are not the same. Subject to the
authority’s approval, the RB§ originating agent may
establish different procedures to verify compliance
with this requirement.

D. New mortgage requirement.

Mortgage loans may be made only {0 persons who did
not have a mortgage (whether or noi paid off) on the
eligible dwelling at any time prior to the execution of the
morigage. Mortgage lcan proceeds may not be used to
acquire or replace an existing mworigage or debt for which
the eligible borrower is liable or which was incurred on
behalf of the eligible borrower, except in the case of
construction period lopans, bridge loans or similar
temporary financing which has a term of 24 months or
jess, ’

1. Definition of morigage. For purposes of applying
the new morigage requirement, a morigage includes
deeds of trust, conditional sales coniracts (i.e.
generally a sales contract pursuant to which regular
installments are paid and are applied to the sales
price), pledges, agreements to hold title in escrow, a
lease with an option to purchase which is {reated as
an installment sale for federal income tax purposes
and any other form of owner-financing., Conditional

land sale contracts shall be considered as existing
loans or mortgages for purposes of this requirement.

2. Temporary financing, In the case of a morigage
loan (having a ierm of 24 months or less) made to
refinance a loan for the construction of an eligible
dwelling, the authority shall not make such morigage
loan until it has determined that such construction has
been satifactorily completed.

3. Review by RBS§ originating ageni. Prior to closing
the mortgage loan, the PDS originafing agent must
examine the affidavit of borrower (Exhibit E) , the
affidavit of seller (Exhibit F) , and related
submissions, including (i) the eligible borrower's
federal income tax returns for the preceding three
years, and (ii) credit report, in order to determine
whether the eligible borrower will mest the new
mortgage requirements. Upon such review, the PBS
originating agent shall certify to the authority that the
agent is of the opinion that the proceeds of the
morigage loan will not be used to repay or refinance
an existing mortgage debt of the borrower and that
ithe borrower did not have a morigage loan on the
eligible dwelling prior to the date hereof, except for
permissible temporary financing described above.

E. Multiple loans.

Any eligible borrower may not have more than one
outstanding authority morigage loan,

§ 2.2.2. Eligible dwellings.
A. In general.

In order to gualify as an eligible dwelling for which an
authority loan may be made, the residence must:

1. Be located in the Commonwealth;

2. Be a one-family detached residence, a townhouse or
one unit of an authority approved condominium; and

3. Satisfy the acquistion cost requirements set forth
beiow.

B. Acquisition cost requirements.

1. General rule, The acquisition cost of an eligible
dwelling may not exceed certain limits established by
the U.S. Department of the Treasury in effect at the
time of the application. Note: In all cases for new
loans such federal limits equal or exceed the
authority’s sales price limits shown in § 2.3. Therefore,
for new loans the residence is an eligible dwelling if
the acquisition cost is not greater than the authority’s
sales price limit. In the event that the acquisition cost
exceeds the authority’s sales price limit, the PBS
originating ageat must contact the authority to
determine if the residence is an eligible dwelling.
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2, Acquisition c¢pst requivrements for assumptions. To (2) The imputed value of services performed by the
determoine if the acquisition cost is at or below the eligible borrower or members of his family
federal limits for assumptions, the PDS originating {brothers and sisters, spouse, ancestors and lineal
ageat or, if applicable, the servicing agent must in all descendants) in constructing or completing the
cases contact the authority see § 2.10 below . residence.
3. Definition of acquisition cost, Acquisition cost means 4, Acquisition cost worksheet (Exhibit &) and
the cost of acquiring the eligible dwelling from the Appraiser Report (Exhibit H). The D& originating
seller as a completed residence. agent is required to obtain from each eligible
borrower a completed acquisition cost worksheet
a. Acquisition cost includes: which shall specify in detail the basis for the
purchase price of the eligible dwelling, calculated in
{1) All amounts paid, either in cash or in kind, by accordance with this subsection B. The BBS
the eligible borrower (or a related party or for the originating agent shall assist the eligible borrower in
benefit of the eligible borrower) fo the selier {(or a the correct completion of the worksheet. The PDS
related party or for the benefit of the seller) as originating agent must also obtain from the appraiser
consideration for the eligible dwelling. Such amounts a completed appraiser's report which may also be
include amounts psid for items constituting fixtures relied upon in completing the acquisition cost
under state law, but not for items of personal worksheet. The acquisition cost worksheet of the
property not constituting fixtures under state law. eligible borrower shall constitute part of the affidavit
(See Exhibit R for examples of fixtures and items of borrower required to be submitted with the loan
of personal property.) submission. The affidavit of seller shall also certify ag
to the acquisition cost of the eligible dwelling on the
(2) The reasonable costs of completing or worksheet.
rehabilitating the residence (whether or not the cost
of completing construction or rehabilitation is to be 5 Review by PBS originating agent. The BPDS
financed with the mortgage loan) if the eligible originafing agent shall for each new loan determine
dwelling is incomplete or is to be rehabilitated. As whether the acquisition cost of the eligible dwelling
an example of reasonable completion cost, costs of exceeds the authority’s applicable sales price lmit
completing the eligible dwelling so as to permit shown in § 2.4. Ii the acquisition cost exceeds such
occupancy under local law would be included in the limit, the PBS originafing agent must confact the
acquisition cost. A residence which includes authority to determine if the residence is an eligible
unfinished areas (i.e. an area designed or intended dwelling for a new loan. (For an assumpticn, the BEDS
to be completed or refurbished and used as living originating agent or, if applicable, the servicing agent
gpace, such as the lower ievel of a tri-level must contact the authority for this determination in all
residence or the upstairs of a Cape Cod) shall be cases - see section 2,10 below ) . Also, as part of s
deemed incomplete, and the costs of finishing such review, the PB§ originalting agent must review the
areas must be included in the acquisition cost. (See acquisition cost worksheet submitted by each mortgage
Acquisition Cost Worksheet, Exhibit G, Item 4 and loan applicant, and the appraiser report, and must
Appraiser Report, Exhibit H). certify to the authority that it is of the opinion that
the acquisition cost of the eligible dwelling has been
{3) The cost of land on which the eligible dwelling calculated in accordance with this subsection B. In
is located and which has been owned by the eligible addition, the PBS originating agent must compare the
borrower for a period no longer than two years information contained in the acquisition cost worksheet
prior to the construction ¢of the structure comprising with the information contained in the affidavit of
the eligible dwelling. seller and other sources and documents such as the
coniract of sale for consistency of representation as io
b. Acquisition cost does not include: acquisition cost.
(1) Usual and reasonable seftlement or financing 6. Independent appraisal. The authority reserves the
costs. Such excluded settlement costs include title right to obtain an independent appraisal in order io
and fransfer costs, tifle insurance, survey fees and establish fair market vaine and to determine whether
other similar costs. Such excluded financing costs a dwelling is eligible for the mertgage loan requested.

include credit reference fees, legal fees, appraisal

expenses, points which are paid by the eligible § 2.2.3. Targeted areas.
porrower, or other costs of financing the residence.

Such amounts must not exceed the usual and A. In general,

reasonable costs which otherwise would be paid.

Where the buyer pays more than a pro rata share In accordance with the tax code, the authority will

of property taxes, for example, the excess is to be make a portion of the proceeds of an issue of its bonds

treated as part of the acquisition cost. available for financing eligible dwellings locaied in
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targeted areas for at least one year following the issuance
of a series of bonds. The authority will exercise due
diligence in making morigage loans in targeted areas by
advising BBS originating agents and certain localities of
the availability of such funds in targeted areas and by
advising potential eligible borrowers of the availability of
such funds through advertising and/or news releases. The
amount, if any, allecated ito & BPS an originating agent
exclusively for targeted areas will be specified in a
forward commitment agreement between the PB§
originating agent and the authority.

B. Eligibility.

Mortgage loans for eligible dwellings located in targeted
areas must comply in all respects with the requirements in
this § 2.2 and elsewhere in this guide for all mortgage
loans, except for the three-year requirement described in §
2.2.1.B. Notwithstanding this exception, the applicant must
still submit certain federal income tax records. However,
they will be used to verify income and lo verify that
previously owned residences have not been used in a
frade or business (and nol to verify nonhomeownership),
and only those records for the most recent year preceding
execution of the morigage documents (rather than the
three miost recent years) are required. See that section for
the specific type of records to be submiited.

1. Definition of targeied areas.

a. A targeted area is an area which is a qualified
census tract, as described in b below, or an area of
chronic economic disiress, as described in ¢ below.

b. A qualified census fract is a census tract in the
Commonwealth in which 70% or more of the
families have an income of 80% or less of the
state-wide median family income hased on the most
recent “safe harbor” statistics published by the U.S.
Treasury.

c. An area of chronic economic distress is an areca
designated as such by the Commonwealth and
approved by the Secretaries of Housing and Urban
Development and the Treasury under Ccriteria
specified in the tax code. PDS agents will be
informed by the authority as to the location of
areas so0 designated.

§ 2.3. Sales price limifs.
A. For reservations made on or after March 1, 1989.
The authority’s maximum allowable sales price for new
loans for which reservations are taken by the authority on
or after March 1, 1989, shall be as follows:
MAXIMUM ALLOWABLE SALES PRICES

Applicable to All New Loans for which Reservations are
Taken by the Authority On or after March 1, 1989

NEW CONSTRUCTION/

EXISTING/
SUBSTANTIAL
AREA REHABILITATION
Washington, DC-MD-VA MSA $120,000
(Virginia Portion)
1/
Norfolk-Virginia Beach- $ 81,500
Newport News MSA
2/
Richmond-Petersburg MSA % 79,500
3/
Charlottesville MSA $ 77,000
4/
Fauquier County $ 77,000
Spotsylvania and $ 75,500
King Gecrge Counties
Balance of State % 75,500

1/ Includes: Alexandria City, Arlington County, Fairfax
City, Fairfax County, Falls Church City, Loudoun
County, Manassas City, Manassas Park City, Prince
William County, Stafford County.

2/ Includes: Chesapeake City, Gloucester County,
Hampton City, James City County, Newport News City,
Norfolk City, Poquoson City, Portsmouth City, Suffolk
City, Virginia Beach City, Williamsburg City, York
County.

3/ Includes: Charles City County, Chesterfield County,
Colonial Heights City, Dinwiddie County, Goochland
County, Hanover County, Henrico County, Hopewell
City, New Kent County, Petersburg City, Powhaian
County, Prince George County, Richmond City.

4/ Includes: Albemarie County,
Fluvanna County, Greene County.

Charlottesville City,

B: For reservations made between August 1, 1087 and
Mareh L 1980;

loans for which reservations are taken by the authority on
or after August 10; 1087, but prior to Mareh I3; 1888; shall
be as follows:

MAXIMUM AELOWABRLE SALES PRICES

Applicable to Al New Loans fer which Reservations are
Teken by the Authority en eor afier August 10; 198% but
prior te March 1, 1988;

New Subrstantiad

c . Rehabiti . Exist

Yeshingteons PE-MB-YA
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H 5126086 $126-068 116606

Norfotk—Virgintas Besch

Mewport MNews MSA

a4t & 815500 & 81566 # 55500

i WS

H § F7-089 & 155688 $ 68500

Reaneke M54

&+ & 73500 & 585508 % 56500

Lynehburg MSA

5+ & 6550600 $ 56500 & 58,568

Chartottesvitie MSA

&+ § 79086 & #4566 $ 68500

Fringe of Washington M5SA

Faoquier

Courey § 7008 & F7008 § 77000
$ 64060 & 660606 & 605000

Speotayivanis

Gounty & 66086 # 665000 § 66908

Himchester Aven

#H & 64000 $ 58560 & 585500

MNorth Piedmont (Roarat Party

&t # 64600 & 56500 $ 56500

Balanee

of State % 545060 # 565568 & 56+596

&t Imcludes: Albemarle County;, Charlsttesville City
Hluvanns County; Greene County-

H Ineludes: Clarke Ceounty; FErederiek Counby

-the applicable

8¢ Imeludes: Cavoline County; Culpeper County; Kiag
George County; bouisa County; Madison County; Orange
County; Rappebanneock County-

& B. Effect of solar grant.

The applicable maximum allowable sales price for new
construction shall be increased by the amount of any grant
to be received by a mortgagor under the authority’s Selar
Home Grant Pregram in connection with the acquisition of
a residence.

§ 2.4. Net worth.

Te be eligible for authority {financing, an applicant
cannot have a net worth exceeding $20,000 plus an
additional $1,000 of net worth for every $5,000 of income
over $20,000. (The value of furniture and household goods
shali not be included in determining net worth) In
addition, the portion of the applicant’s liquid asseis which
are used to make the down payment and tc pay closing
costs, up to a maximum of 25% of the sale price, will not
be included in the net worth calculation.

Any income producing assets needed as a source of
income in order to meet the minimum income
requirments for an authority loan will not be included in
the applicant’s net worth for the purpose of determining
whether this net worth limitation has been violated.

§ 2.5. Income requirements.
A. Maximum gross income.

As provided in § 2.2.1.A6 the gross family income of an
applicant for an authority mortgage loan may not exceed
income limitation imposed by the .S,
Department of the Treasury. Because the income limits of
the authority imposed by this subsection A apply to all
loans to which such federal limits apply and are in all
cases below such federal limits, the requirements of §
2.2.1.A6 are qutomatically met as lonrg a8 the
reqguirements of this subseetion are met f an applicant's
gross family income does not exceed the applicable fimiis
set forth in this subsection.

For the purposes hereof, the term “gross family income”
means the annualized gross income .of a person or all
members of a family residing or intending to reside in a
dwelling unit from whatever source derived and before
taxes or withholdings. For the purpose of this definition,
annualized gross income means gross monthly income
multiplied by 12. “Gross monthly income” is, in furn, the
sum of monthly gross pay plus any additional dividends,
interest, royalties, pensions, Veterans Administration
compensation, net rental income plus other income (such
as alimorny, child support, public assistance, sick pay,
social security benefils, unemployment compensaiion,
income recetved from trusts, and income received from
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business activities or investments) .

The maximum annual gross family incomes for eligible
borrowers shall be determined or set forth as foliows:

. For reservations made on or after March 1, 1988,
MAXIMUM ALLOWABLE GROSS INCOMES

Applicabie only to loans for which reservations are taken
by the authority and to assumptions for which applications
are taken by the PBS Agent an originating agent or a
servicing agent on or after March 1, 1989,

The maximum allowable gross fumily income for each
borrower shall be a percentage (based on family size) of
the applicable median family income (as defined in §
143()(4) of the Internal Revenue Code of 1986 (as
amended), with respect to the residence of such borrower,
which percentages shall be as follows:

Percentage of applicable Median
Family Income (Regardless of
whether residence is new
construction, existing or

Family Size substantially rehabilitated)

1 person 70%
2 person 85%

3 or more persons 100%

However, the maximum allowable gross family income
for each borrower assuming a rortgage loan made prior
to March 1, 1989, skall be the amount established for a
family of three or more persons, regardless of the family
size of such borrowers.

The authority shall from time to time inform the BB
Agents ifs originating agents and servicing agents by
written notification thereto of the foregoing maximum
aliowable gross income limits expressed in dollar amounts
for each area of the state and each family size. The
effective dates of such limits shall be determined by the
executive director.

2. Fer reservatons made belween Aupust 10; H8%
and Merelr 1; 1988:

MAXIMUM ALLOWABLEE GROSS INCOMES

Applicable enly to leans for whieh reservations are taken
by the Authority and to assumptions for which applieations
are taken by the PDS egent on of after August 14; 1887
ard prier t6 Mareh 1; 1880

MNew Subystentiat
Construction Rehabitiation Existing

Hashington, DE-MB—VA& MSA
Vivginig P Lom)
+H & 406466

& 40,400 & 467009

Norfol-Virsinia B :
Newpord News MSA

2F § 3%:000 $ 37600
MSA

3+ & 36400 $ 34408

Reanoke MSA

<+t & 35166 & 32760

Eymehburg MSA

&+ & 222006 & 32,2668

Charlottesviltie MSA

&+ § 36406 & 35400

Fringe of Washingten MSA

Fauquier
Coumney & 344080 & 34400
Frederieksburg

& 32,706 & 327760
Spotaydvenin County

& 32766 $ 32,706
Winehester Ares
i $ 325200 $ 325200
Nosth Piedmont {Rural Part)
&t & 38500 $ 327760
Beteance of Stmte

& 327280 § 32,268

$ 358686

§ 335366

& H560

& 36000

$ 33360

§ 347468

§ 31568

& 34566

& 30,000

4+ Includes: Botetourt County; Reanoke Cousdy
G‘B‘H‘B:t'y-, G&mﬂbeu GOH:'E!H,
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& Includes: Carsline GCoundy uipeper Counby Kiss
Gesrge Counbty bouisa Counly; Medisen Counly, Cronge
County; Reppshanneck Couniy

B. Minimum income (not applicable to applicants for
loans t0 be insured or guaranteed by the Federal Housing
Administration or the Veterans Administration (hereinafter
referred to as “FHA or VA lpans™).

An applicant satisfies the awihorify’s minimum income
requirement for autherity financing if the monthly
principal and interest, tax, insurance €RFFB (AT and
other additional monthly fees such as condomininm
assessments 60% of the mornthly condominium assessment
shall be added to the PITI figure) , townhouse assessments,
etc. do not cxceed 32% of monthly gross income and if
the monthly PITI plus outstanding monthly installment
loans with more than six months duration do nol exceed
409, of monthly gross income : {Sce fsee Exhibil B)
However, with respect to those moripage loans on which
private mortgage Insurance s required, fthe private
mortgage insurance company may Impose more siringent
requirements. For unils i condomdintums; 609 of the
monthly condeminiure essessment shall be used in the

§ 2.6. Calculation of maximum lcan amount.

Single family detached residence and iownhouse (fee
simple ownership) Maximum of 959 {or, in the case of a
FHA or VA loan, such other percentage as may be
permitted by FHA or Va) of ihe lesser of the sales price
or appraised value, except as may otherwise be approved
by the authority.

Condominiums - Maximum of 85% (or, in the case of a
FHA or VA loan, such other perceniage as may be
permitted by FHA or VA) of the lesser of the sales price
or appraised value, except as may he otherwise approved
by the authority.

For the purpose of the above calculations, the value of
personal property to be conveyad with the residence shalil
be deducted from the sales price. (See Exhibit R for
examples of personal property,) The value of personal
property included in the appraisal shall not be deducted
from the appraised value. (See Appraiser Report, Exhibit
H)

In the case of a FHA or VA loan, the FHA or VA
insurance fees charged in connection with such loan (and,
if a FHA loan, the FHA permitted closing costs as well)
may be included in the calculation of the maximum loan
amount in accordance with applicable FHEA and VA
requirements; provided, however, that in no event shall
this revised mazimum loan amount which includes such
fees and closing costs be permilted to eliceed the
authority’s maximum allowable sales price limits set forth
herein.

§ 2.7. Morigage insurance reguirements.

Unless the loan is an FHA or VA ioan, the borrower is
reguired to purchase at time of loan closing full private
morigage insurance (259% to 100% coverage, as the
aunthority shall determine) on all lsans which exceed each
loan the amount of which exceeds 80% of the lesser of
sales price or appraised value of fhe property fo be
Jinanced. Such insurance shall be issued by a company
acceptable to the authorify. The BBS originating agent is
required to escrow for annual payment of mortgage
insurance. If the authority requires FHA or VA insurance,
the loan will either, at the election of the authority, (a) be
closed in the authority’s name in accordance with the
procedures and requirements herein or (b) be closed in
the BBS originaiing agent's name and purchased by the
authority once the FHA Certificate of Insurance or VA
Guaranty has been obiained. In the event fha? the
authority purchases an FHA or VA loan, the RBS
originating agent must enter into a purchase and sale
agreement on such form as shall be provided by the
authority See Exhibit © For assumptions of
conventional loans (i.e., loans other than FHA and VA
loans), full private mortgage insurance as described above
is required ucless waived by the authority,

§ 2.8. Underwriting.
A. Conventional loans.

The following requirements must be met in order fo
satisfy the authority’s underwriting requirements.
However, additional or more siringent requirements may
be imposed By private mortgage insurance companies
with respect fo those loans on which private morigage
insurarnce is required.

1. Employment and income,

a. Lengih of employment. The applicant musi be
employed a minimum of six months with present
employer. An exception to the six-month
requirement can be granted by the authority if it
can be determined that the type of work is similar
to previous employment and previous employment
was of a stable nature.

b. Self-employed applicants. Note: Under the tax
code, the residence may not be expected to be used
in trade or business. (See § 2.2.1.C Principal
residence requirement.) Any self-employed applicant
must have a minimum of two years of
self-employment with the same company and in the
same line of work. In addition, the following
information is required at the {ime of application:

{1} Federal income tax returns for the two most
recent tax years.

(Z) Balance sheets and profit and loss statements
prepared by an independent public accountant.

In determining the income for

a self-employed
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applicant, income will be averaged for the two-year
period.

¢. Income derived from sources other than primary
employment.

(1) Alimony and child support. A copy of the legal
documeni and sufficient proof must be sumitted to
the authority verifying that alimony and child
support are court ordered and are being received.
Child support payments for children 15 years or
older are not accepted as income in qualifying an
applicant for a loan.

(2) Social security and other retirement benefits.
Social Security Form No. SSA 2458 must be
submitted to verify that applicant is receiving social
security benefits. Retirement benefits must be
verified by receipt or retirement schedules. VA
disability benefits must be verified by the VA,
Educational benefits and social security benefits for
dependenis 15 years or older are not accepted as
income in qualifying an applicant for a loan.

(3) Part-time employment. Part-time employment
must be continuous for a minimum of six months.
Employment with different employers is acceptable
so long as it has been uninterrupted for a minimum
of six menths. Part-time employment as used in this
section means empioyment in addition to full-time
employment.

Pari-time employment as the primary employment
will also be required to be continucus for six
months.

(4) Overtime, commission and bonus. Overtime
earnings must be guaranteed by the employer or
verified for a minimum of two years. Bonus and
commissions must be reasonably predictable and
stable and the applicani’s employer must submit
evidence that they have been paid on a regular
basis and can be expected to be paid in the future.

2. Credit.

a. Credit experience. The authority requires that an
applicani’s previous credif experience be
satisfactory., Poor credit referepces without an
acceptable explanation will cause a loan to be
rejected. Satisfactory credit references are
considered (o be one of the most important
reguirements in erder to obtain an authority loan.

b. Bankruptcies. An applicant will not be considered
for a loan if the applicant has been adjudged
bankrupt within the past two years and has a poor
credit history. If lomger than two years, the
applicant must submit a written explanation giving
details surrounding the bankrupicy and poor credit
history. The authority has complete discretion to

With respect to FHA and VA loans,
permits the deposit of a sum of money (the “buydown

decline a loan wher a bankrupicy and poor credit is
involved.

c. Judgments. An applicant is required {o submit a
written explanation for ali judgments. Judgmenis
must be paid before an applicant will be considered
for an authority loan.

3. Appraisals. The authority reserves the right to
obtain an independent appraisal in order to establish
the fair market value of the properiy and to
determine whether the dwelling is eligible for the
mortgage loan requested.

B. FHA loans only.

1. In general. The authority will normally accept FHA
underwriting requirements and property standards for
FHA loans. However, most of the authority’s basic
eligibility requirements including those described in §§
21 through 2.5 hereof remain in effect due to
treasury restrictions or authority policy.

2. Mortgage insurance premium. Applicant’s morigage
insurance premium fee may be included in the FHA
acquisition cost and may be financed provided that
the final loan amount does not exceed the authority’s
maximum allowable sales price. In addition, exeept
that; in the case of a condominium, such fee may not
he paid in full in advance bul instead is payable in
annutal ingtailments.

3. Closing fees. The FHA allowable closing fees may
be included in the FEA acquisition cost and may be
financed provided the final loan amouni does not
exceed the authorify’s maximum allowable sales price.

4. Appraisals. FHEA appraisals are acceptable. VA
certificates of reasonable value (CRV’s) are acceptiable
if acceptabie to FHA.

C. VA loans only,

1. In general. The authority will normally accept VA
underwriting requirements and property guidelines for
VA loans. However, most of the authority’s basic
eligibility requiremenis (including those described in
§§ 2.1 through 2.5 hereof) rernain in effect due to
treasury resirictions or authority policy.

2. VA funding fee. 10% funding fee can be included
in loan amount provided final loan amocunt does not
exceed the authority’s maximum allowable sales price.

3. Appraisals. VA certificates of reasonable value
(CRV’s) are acceptable.

D. FHA and VA buydown program.

the authority
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Junds”) by a party (the “provider”) with an escrow agent,
a portion of which funds are to be paid to the authority
each month in order to reduce the amount of the
borrower’s monthly payment during a certain period of
time. Such arrangement s governed by an escrow
agreement for buydown morigage loans {(see Exhibit V)
executed at closing (see § 2.15 for additional information).
The escrow agent will be required [0 sign a cerfificalion
(Exhibit X) in order fo satisfy ceriain FHA requirerments.
For the purposes of underwriling buydown morigage
loans, the reduced monthly payment amount may be
taken into account based on FHA guidelines then in effect
{see also subsection B or C above, as applicable).

E. Interest rate buydown program.

Unlike the program described in subsection D above
which permits a direct buydown of the borrower’s
monthly pavment, the authority also from lime fo fime
permils the buydown of the inlferest rate on a
conventional, FHA or VA mortgage loan for a specified
pertod of time.

§ 2.9. Funds necessary to close.
A, Cash (Not applicable to FHA or VA loans).

Funds necessary to pay the downpayment and cloging
costs must be deposited at the time of lean application.
The authority does not permit the applicant to borrow
funds for this purpose. If the funds are being held in an
escrow account by the real estate broker, builder or
closing attorney, the source of the funds must be verified.
A verification of deposit from the parties other than
financial institutions authorized io handle deposited funds
is not acceptable.

B. Gift letters.

A gift letter is required when an spplicant proposes to
obtain funds from a third party. The gift letter must
confirm that there is no obligation on the part of the
borrower to repay the funds at any time. The party
making the giffi must submit preof that the funds are
available, This proof should be in the form of a
verification ¢f deposit.

C. Housing expenses.

Proposed monthly housing expenses compared to current
monthly housing expenses will be reviewed carefully to
determine if there is a substantial increase. If there is a
substantial increase, the applicant must demonstrate his
ahility to pay the additional expenses.

§ 2.10. Loan assumptions.
A. Requirements for assumptions.

VHDA currently permits assumptions of all of iis single
family mortgage loans as leng as provided that certain

requirements are met. The requirements for each of the
feur fwo different categories of mortgage liocans listed
below (and the subcategories within each) are as follows:
1. Assumptions of conventional leans.

a. For assumptions of conventional loans financed
by the proceeds of bonds issued on or after
December 17, 1881, the requirements of the
following sections hereof must be met:

(1) § 2.5 (Income requirement).

(2) § 2.2.1.C (Principal residence requirement)

(3) § 2.8 (Authority underwriting requirements)

(4) § 2.2.1.B (Three year requirement)

(5 § 2.2.2.B (Acqguisition cost requirement)

{6) § 2.7 (Mortgage insurance requirement).

b. For assumptions of conventional loans financed
by the proceeds of bonds issued prior to December
17, 1981, the requirements of the foliowing sections
hereof must be met:

(1) § 2.5 (Income requirements)

(2) § 2.2.1.C (Principal residence requirements)

(3) § 2.8 (Authority underwriting requirements)

(4) § 2.7 (Mortgage insurance requirements),
. Assumptions of FHA or VA loans.

a. For assumptions of FHA or VA loans financed by
the proceeds of bonds issued on or after December
17, 1981 the following conditions must be met:

(1) § 2.5.,A (Maximum income requirement)

(2) § 2.2.1.C (Principal residence requirement)

(3) § 2.2.1.B (Three year requirement)

(4) § 2.2.2.B (Acquisition cost requirements).

In addition, all applicable FHA or VA underwriting
requirements, if any, must be met.

b. For assumptions of FHA or VA loans financed by
the proceeds of bonds issued prior to December 17,
1981, only the applicable FHA or VA underwriting
requirements, if any, must be met.

B. Reeqwirement Authorization (o process
assumptions/requirernent that the authority be contacted.
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Although the requiremnents listed in subsection A above
are generally those that only originating agents are
responsible for determining compliance with, in the case
of assumptions, servicing agents are also authorized to
make such determinations. More generally, jfor the
purposes of this § 210, servicing agenis may process
assumption requesls provided that they do so in
accordance with all the requirements hereof, Including
those otherwise the exclusive reponsibility of originating
agents. Accordingly, references are made within this
section to “originating agents or servicing agents” in
order to reflect this additional role of servicing agents.

The BBS originating agent or servicing agent must in
each case of a request for assumption of a mortgage loan
contact the authority in order to determine which category
of loans described in subsection A above applies to the
loan and whether or not the requirements of the
applicable category are satisfied. (For example, in cases of
assumptions, the BBS originaling agent or servicing agent
may not rely - as it may for new loans - on the fact that
the acquisition cost of the dwelling is less than the
authority’'s sales price limits to satisfy the acquisition cost
requirement. It is therefore essential that the authority be
contacted in each case.)

C. Application package for assumptions,

Once the PBS originaling agent or servicing agent has
contacted the authority and it has been determined which
of the four categories described in subsection A above
applies fo the loan, the PBS8 originating agent or servicing
agent must submit to the authority the information and
documents listed below for the applicable category:

1. Assumption package for conventional loans:

a. Conveniional loans financed by the proceeds of
bonds issued on or after December 17, 1981:

(1) Affidavit of borrower (Exhibit E).

(2) Affidavit of seller (Exhibit F).

{3} Acquisition cost worksheet (Exhibit G).

(4) Appraiser’s report (Exhibit H).

(5) Three year's tax returns.

(6) PBS Originating agent's checklist (Exhibit A(1)).
(7) 4506 form (Exhibit Q).

(8) PBS Orginating agent’s loan submission cover
letter (Exhibit 0(1).

(9) Authority’s completed application (Exhibit D).

(10) Verification of employment (VOE's) (and other
income related information),

(11) Verification of deposit (VOD’s).
(12) Credit report.
(13) Sales contract.

(14) Trutb-in-lending (Exhibit K) and estimate of
charges.

(15) Equal credit opportunity act (ECOA) nofice
(Exhibit I).

(16) Authority underwriting qualification sheet

(Exhibit B(1)).

b. Conventional loans financed by the proceeds of
bonds issued prior to December 17, 1981:

(1) Authority’s completed application (Exhibit D).

(2) Verification of employment (VOE’s} (and other
income related information).

(3) Verification of deposit (VOD’s).
(4) Credit report.
(5) Sales contract.

(6) Truth-in-lending (Exhibit K) and estimaie of
charges.

(7) Equal credit opportunity act (ECOA) notice
(Exhibit I).
(8) Authority sheet
(Exhibit B(2)).

underwriting qualification

. Assumption package for FHA or VA loans.

a. FHA or VA loans financed by the proceeds of
bonds issued on or after December 17, 1981

(1) Affidavit of borrower (Exhibit E).

(2) Affidavit of seller (Exhibit F),

(3) Acquisition cost worksheet (Exhibit G).

(4) Appraiser’s Report (Exhibit H).

(6) Three year’s tax returns.

(6) BBS Originating agent’s checklist (Exhibit A(1)).
(7) 4506 form (Exhibit Q).

(8) BDS Originating agent’s loan submission cover
letter (Exhibit 0(2) or (3).

(9) Authority’s completed application (Exhibit D),
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(10} Sales contract.

(11) Copy of the executed FHA morigage credit
analysis worksheet if the original borrowers are to
be released from liahbility.

9> ¢12) In addition, all applicable requirements, if
any, of FHA or VA must also be met.

b. FHA or VA loans financed by the proceeds of
bonds issued prior to December 17, 1981: Cnly the
applicable requirements, if any, of FHA or VA must
be met.

D. Review by the authority/additional requiremenis.

Upon receipt from an originating agency or servicing
agent of an application package for en assumption, the
authority will determine whether or not the applicable
requirements referenced above for assumption of the loan
have been met and will advise the PDS originating agent
or servicing agent of such determination in writing. The
authority will further advise the PBS agent originating
agent or servicing agent of all other reguirements
necessary to complete the assumption process. Such
requirements may include but are not limited to the
submission of satisfactory evidence of hazard insurance
coverage on the property, approval of the deed of
assumption, satisfactory evidence of mortgage insurance or
mortgage guaranty including, if applicabie, pool insurance
and submission of an escrow transfer letter.

§ 2.11. Leasing, loan term, and owner occupancy.
A. Leasing.

The owner may not lease the property without first
contacting the authority.

B. Loan term.
Loan terms may not exceed 30 years.
C. Owner occupancy.

No loan will be made unless the residence is fo be
occupied by the owner as the owner’'s principal residence.

§ 2.12. Reservations/fees.
A, Making a reservation.

The authority currently reserves funds for each
mortgage loan on a first come, first served serve basis.
Reservations are made by specific originating agents with
respect lo specific applicants and properties. No
substitutions are permitted. Similarly, locked-in interest
rates (see subdivision 5 below) are also nontransferable. In
order to make a reservation of funds for a loan, the BBS
originating agent shall:

1, First make a determination based on the
information then made available to it by the applicant
or otherwise that neither the applicant nor the
property appears to violate any of the authority’s
eligibility requirements for a new loan.

2. Collect a $100 nonrefundable reservation fee (or
such other amount as the authority may require).

3. Determine what type of mortgage insurance will be
required; specifically, whether the loan will be a
conventional loan, an FHA loan or a VA loan.

4, Complete a reservation sheet (Exhibit & (/).

5. Call the authority (after completing the four
preceding requirements) between 9 a.an. and 5 p.m.
Monday through Friday for the assignment of a
reservation number for the loan, as fhe interest rate
which shall be locked in for the reserved funds and
an expiration date for the reservation, ali of which
will be assigned after the PBS originafing agent gives
to the authority the following information:

a. Name of primary applicant ERROR NO STOP
UNDERLINE OR STRIKE THRU

b. Social security number of applicant
c. Estimated loan amount
d. PDS agent’s servicer number

e. Gross family income of applicant and family, if
any

f. Location of property {city or county)
g Verification of receipt of the reservation fee

h. Type of morigage insurance to be used (if
conventional, the authority will assign the loan a
suffix “C;” if FHA, the suffix will be “F;” and, if
VA, it will be “V”).

6. Complete the reservation card by filling in the
reservation number, interest rate, expiration date and
by executing it (only an authorized representative of
the BBS originatfing agent may sign the reservation
card) and, in addition, complete a lockin disclosure
(Exibit ({2)) and have the applicant execute it prior
to submitting it with the application package .

7. Submit the complete application package fo the
authority (see § 2.13) along with evidence of receipt
of the reservation fee within 60 days after the
authority assigns the reservation number to the loan
(i.e., takes the reservation). Funds will not be
reserved longer than 60 days unless the PD§
originating agent requests and receives an additional
one-lime extension prior to the 60-day deadline.
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B. More than one reservation.

An applicant may request a second reservation if the
first has expired, bui in no case may the interest rate be
reduced without the authority’s prior approval. In addition,
a second reservation fee must be collected for a second
reservation.

C. The reservation fee,

Under no circumstances is this fee refundable. If the
loan closes, it will be retained by the BBS originating
agent as part of its 1.09% origination fee. If (i) the
application is not submitted prior to the expiration of the
reservation, or (ii) the authority delermines at any time
that the loan will not close, this reservation fee must be
submitted to the authority within 30 days after such
expiration or such determination by the authority, as
applicable. If, in such cases, the fee is not received by the
authority within such 30-day period, the PBS Agent
originating agent shall be charged a penalty fee of $50 in
addition to the reservation fee (see subsection D for other
fees). No substitutions of applicants or properties are
permitted.

D. Other fee,

1. Commiiment fee. The BBS originaling agent must
collect at the time of the issuance of a commitment
by the authority an amount equal to 1.0% of the loan
amount less the amount of the reservation fee already
collected (such that the total amount received by the
BDS originating agent at that point equals 1.0% of the
loan amount - please also note that for FHA loans the
ioan amount for the purpose of this computation is the
base loan amount only). If the loan closes, the RBS

originaiing ageni retaing the full such 1.0% fee as iis
original fee. If the loan does not close the origination
fee (which includes the reservation fee) must be
submitied to the authority when the failure to close is
due to the fault of the applicant. On the other handg, if
the failure to close is not due to the fault of the
applicant, then everyhing collected exeept for the

collected commitment fee less the reservation fee may
at the option of the authority be refunded to the
applicant. (The reservation fee, as required in
subsection C above is always submitted to the
authority when a loan fails to close.)

2. Discount point. The BDE origination agent musi
collect at the time of closing an amount equal to 1.0%
of the loan amount from the seller. This fee is to be
remitted to the authority by the BDS originating
agent,

§ 2.13. Preparation of application package for new loans.
A. Conventional loans.

The application package submitted to the authority for
approval of a convenfional loan must contain the following

original documents :

1. Reservation sheet (Exhibit & &) and lock-in
disclosure (Exhibit Gr2)) .

2. Application - the application musi be made on the
authority’s approved application form. (Exhibit Ib)

3. Preliminary underwriting form. (Exhibit B)

4, Credit report issued by lecal credit bureau and
miscellaneous information as applicable expianation of
bankrupicies, etc.,, (and any additional dqcumentation).

5. Verification of employment (and any additionat
documentation).

6. Verification of other income.
(and any additional

7. Verification of deposiits
documentation).

8. Gift letters (and verification).

9. Sales contract - contract must be signed by seller
and all parties emtering info the coniract and state
which parties are paying points and closing costs.

16. Appraisal (FHLMC No. 70) should be the Federal
National Mortgage Association (“FNMA”) or Federal
Home Loan Morigage Corporation (“FHELMC”) form
and should be completed by amn appraiser who has
been approved by FHLMC or a private morigage
insurer acceptable to the authority or whe has a
certification from a trade organization approved by

the authority (photos and required supporting
documentation).
11. Loan submission cover letter. (Exhibit O(1))

12, Appraiser’s report. (Exhibii H)

13. Acquisition cost worksheet. (Exhibit G)

14. Affidavit of selier. (Exhibit F)

15. Affidavit of borrower. (Exhibit E)

16. Federal income iax returns - copy of borrower's
federal income tax returns to the extent reguired by
Item 6 in the affidavit of borrower and § 2.21B.3
hereol.

(NOTE: If a letter from the Internal Revenue Service
is to be delivered pursuant to paragraphs § 2.2.1.B.3
hereof, such letter must be enclosed instead).

17. BBS§ Originating agenit’s checklist for certain
requirements of the tax code. (Exhibit A{l))

18, Signed request for copy of tax returns. (Exhibit Q)
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18. U.S. Department of Housing and Urban
Development (“HUD’) information booklet
acknowledgement by applicant of receipt of HUD
information booklet and estimate of the charges the
borrower is likely {c incur as required by the Real
Estate Settlement Procedures Act of 1974, as amended

the Real Estate Settlement Procedures Act
Amendments of 1975 (RESPA), as amended, and
Regulations Z (Truth-In-Lending), as amended.

Acknowledgement can be made part of the application
or can he a separate siatement. Applicant must
receive HUD information book the day application is
made.

20, Equal Credit Opportunity Aci (“ECOA”) notice
statement to borrower of provisions of the ECOA, with
borrower’s acknowledgement of receipt. (Exhibit I)
21. Truth-in-lending disclosure. (Exhibit K)

B. FHA loans.

The application package submitied to the authority for
approval of an FHA loan must contain the following items:
(Please nofe that itemns 13 through 18 and 20 and 21 are
authority forms and must be submitted as originals, not
copiles).

1. Reservation sheet (Exhibit € 1)) and lockin
disclosure (Exhibit (72) .

2, Application - must be on the authority’s form and
can be handwritten if legible (Exhibit D).

3. Copy the HUD application (FHA form 92900).

4, Copy of the Mortgage (redit Analysis Worksheet
(HUD form 92900-ws).

5. Copy of the credit report,

8. Copy of verification of employment and current pay
sfubs .

7. Copy of verification of other income,.
8. Copy of verification of deposits.

9. Copy of gift letters (and verification).
16, Copy of sales contract.

11. Agsignment lefier - this must reference the case
number, name of applicant.

12. Copv of appraisal - this must be on a form
acceptable to FHA and must contain all supporting
documentation necessary for valuation.

13. FHA Notice to Buyers (Document F-3)

14. Loan submission cover letter. (Exhibit 0(2))

15, Appraiser's report. (Exhibit H)

16. Acquisition cost worksheet. (Exhibit G)

17. Affidavit of seller. (Exhibit F)

18. Affidavit of borrower. (Exhibit E)

19. Federal income tax returns - copy of borrower’s
federal income tax returns te the extent required by
Item 6 in the affidavit of borrower and § 2.2.1.B.3
hereof.

(NOTE: If a letter from the Internal Revenue Service
is to be delivered pursuant to paragraphs § 223 B2 §
2.2.1.8B.3 hereof, such leiter must be enclosed instead).

20. PBS Originating agent’s checklist for certain
requirements of the tax code. (Exhibit A(1))

21. Signed request for copy of tax returns (Exhibit Q)
22, U.S. Department of Housing and Urban
Development (“HUD”) infermation bookiet

acknowledgement by applicani of receipt of HUD
information booklet and estimate of the charges the

borrower is likely to incur as required by the Real
Estate Settlement Procedures Act of 1974, as amended,

the Real Estate Settlement Procedures Act
Amendments of 1875 (RESPA), as amended, and
Regulation Z (Truth-In-Lending), as amended.

Acknowledgement can be made part of the application
or can be a separate statement. Applicant must
receive HUD information bock the day application is
made.

23. Equal Credit Opportunity Act (“ECOA™) notice
statement to borrower of provisions of ECOA, with
borrower’s acknowledgement of receipi. (Exhibit I) -

24. Truth-in-lending disclosure. (Exhibit K)
C. VA loans.

The application package submitted to the authority for
approval of a VA loan must contain the following items
(please note that items 15 through 18 and 20 and 21 are
authority forms and must be submitfed as originals, not
copies

1. Reservation sheet (Exhibit © I} and lock-in
disclosure (Exhibit C{2)) .

2. Application - must be on the authority's
can be handwritten if legible (Exhibit D).

form and

3. Copy the VA application (VA form 26-1802A).

4, Copy of the Loan Analysis Worksheet (VA form
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6303).

3. Copy of VA certificate of eligibility.

6. Copy of VA benefits and related indebtedness letter.
& 7. Copy of the credit report.

6. & Copy of verification of employment (if aciive
duty, include current LES formy) .

¥ 8. Copy of verification of other income.

& 70, Copy of verification of deposits.

B 11 Copy of gift letters (and verification).

1 2. Copy of sales contract.

Y- I3 Copy of appraisal - this must be on a form
acceptable to VA and must contain all supporting
documentation necessary for valuation.

1 /4 Loan submission cover letter. (Exhibit O(3))
13- I5. Appraiser’s report. (Exhibit H)

H4: /6. Acquisition cost worksheet. (Exhibit G)

15 I7. Affidavit of seller. (Exhibit F)

18; /8. Affidavit of borrower. (Exhibit E)

- /8. Federal income tax returns copy of
borrower's federal income tax returns to the extent

required by Item 6 in the affidavit of borrower and §
2.2,1.B.3 hereof.

(NOTE: If a lefter from the Internal Revenue Service
is to be delivered pursuant to paragraphs § 2.2.1.B.3
hereof, such letter must be enclosed instead).

18- PBS 20 Originating agent’s checklist for certain
requirements of the tax code. (Exhibit A(1))

1. 21 Signed request for copy of tax returns (Exhibit
Q

20 22 US. Department of Housing and Urban
Development (“HUD”) information booklet
acknowledgement by applicant of receipt of HUD
information booklet and estimate of the charges the
borrower is likely te incur as required by the Real
Estate Settlement Procedures Act of 1974, as amended,

the Real Estate Settlement Procedures Act
Amendments of 1975 (RESPA), as amended, and
Regulation Z (Truth-In-Lending), as amended.

Acknowledgement can be made part of the application
or can be a separate siatement. Applicant must
receive HUD information book the day application is
made.

#- 23, Equal Credit Opportunity Act (“ECOA”) notice
statement tc borrower of provisions of ECOA, with
borrower’s acknowledgement of receipt. (Exhibit I)

22 24. Truth-in-lending disclosure. (Exhibit K)
D. Delivery of package to authority.

After the application package has been completed, it
should be forwarded to:

Single Family Oziginations Division

Originations Depariment

Virginia Housing Development Authority

13 South 13tk Street 601 South Belvidere Street
Post Office Box 5206

Richmond, VA. 28318 23220-8206

§ 2.14, Commitment. (Exhibit J)
A. In general.

Upon approval of the applicant, the authority will send a
morigage loan commitment to the borrower in care of the
BBS originating agent. Alse enclosed in this package will
be other documents necessary for closing. The PEDS
originating agent shall ask the horrower to indicate his
acceptance of the morigage loan commitment by signing
and returning it to the PBS originaling agent , along with
the 1.0% commitment fee, within 15 days after the date of
the commitment. If the borrower does so indicate his
acceptarnce of the commitment, the originating agent shall
retain the fee in accordance with § 2.1.2.D.1. above. If the
borrower fails to so indicate his acceptance of the
commitment, either by failing to return an executed
original thereof or by failing to submiit the fee, or both,
the originating agent shall, within 20 days after the date
of the commitment, notify the authority in writing of such
fatlure. If the originaiing agent does not do so, the
authority shall deern that commitment o have been duly
accepled, and the originating agent shall be liable to the
authority for the uncollected commitment fee based on
the loar’s failure to close as described in § 2.1.2D.1
above.

A commiimen{ must be issued in writing by an
authorized officer of the authority and signed by the
applicant before a loan may be closed. The term of a
commitment may be extended in certain cases upon
written request by the applicant and approved by the
authority. Generally, no more than one commitment will
be issued to an applicant in any calendar year. However,
if an applicant whe received a commitment fails to close
the mortgage loan transaction through no fault of his own,
that borrower may be considered for one additional
commitmeni upon proper reapplication to the authority
within the one year period from the cancellation or
expiration of the original commitment; provided, however,
that the interest rate offered in the additional
commitment, if issued, may be higher than the rate
offered in the original commitment. Such new rate and
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the availability of funds therefor shall in all cases be
determined by the authority in its discretion.

B. Loan rejection.

If the application falls to meet any of the standards,
criterta and requirements herein, a loan rejection letter
will be issued by the authoerity (see Exhibit L). In order to
have the application reconsidered, the applicant must
resubmit the application within 30 days after loan
rejection. If the application is so resubmitied, the credit
documentation cannot be more than 90 days old and the
appraisal nof{ more than six months old.

§ 2.15. Loan settlement.
A. Loan closing.

1. In general. Upon the borrower's acceptance of the
mortgage loan commitment, the BBS originating agent
will send the authority’s letter and closing instructions
(see Exhibits M and N) and the closing papers to the
closing atiorney. The BBE originating agent should
thoroughly familiarize himself with the closing
instructions and should fill in all blanks such as per
diem interest, appraisal fee, credit report charges to
be collected at closing, and any special requirements
of the commitmeni before the clesing instructions are
forwarded to the closing attorney. The autherity will
provide the BDS originating agent with the documents
which the closing attorney is required to complete.

Once the attorney completes the preclosing package,
it should be mailed to:

Single Family Division

Pre-Closing Section

Virginia Housing Development Authority
801 South Belvidere Sireet

Post Office Box 4583

Richmond, VA 23220-8593

After the authority reviews the closing attorney’s
preliminary work and has been advised by the Pbg
originating agent in the case of an FHA or VA loan
that all applicable FHA or VA requirements have been
met, it will approve closing and, a loan proceeds
check will be sent to the closing aitorney or firm
named in the #ile insurance commitment or binder as
approved under the issuing company’s insured closing
service, along with additional closing instructions. The
cloging attorney may disburse loan proceeds only after
iz has conducted the loan closing and recorded all
necessary documents, including the deed of trust
securing repayment of the loan to the authority and in
all other respects is in a position to disburse proceeds
in accordance with the aunthority’'s letier authorizing
the closing, the commitment and the instructions
previously issued by the PBS originafing agent. It is
the PBS originating agent’s responsibility to see that
all documents and checks are received immediately

after loan closings and that they are completed in
accordance with the authoriiy’s requirements,
Regulation Z and ECOA.

2. Special note regarding eheek checks for buy-down
points (this applies to both the monthly payment
buydown program described in § 2.8.D above and the
interest rate buydown program described in § 2.8.E) .
A certified or cashier’s check made payable io the
authority is to be provided at loan closing for
buy-down points, if any., Under the iax code, the
original proceeds of a bond issue may not exceed the
amount necessary for the “governmental purpose”
thereof by more than 5.0%. If buy-down points are
paid out of mortgage loan proceeds (which are
financed by bonds), then this federal reguiation is
violated because bond proceeds have in effect been
used to pay interest debi service rather than for the
proper “governmental purpose” of making morigage
loans. Therefore, it is required that buy-down fees be
paid from the seller's own funds and nol be deducted
from loan proceeds. Because of this requirement,
buy-down fees funds may not appear as a deduction
from the selier's proceeds on the HUD-1 Setflement
Statement.

B. Post-closing regquirements.

All post-closing documenis, including the posi-closing
cover letter (Exhibit P), should be forwarded as fellows
to:

Single Family Servieing Division

Post-Closing Section

Virginia Housing Development Authority

13 seuth 13th Street 607 South Belvidere Street
Post Office Box 5427

Richmond, VA 232118 23220-8427

Within five days after the closing of the lcan, the BBS
originating agent must forward the fees, interest and any
other money due the authority, a repayment of the
authority’s ouistanding construction loan, if any, private
mortgage insurance affidavit and all closing documents
except the original recorded deed of trust and tiile
insurance policy and hazard insurance policy.

Within 45 days after loan closing, the PBS originaiimg
agent shall forward to the authority the originial recorded
deed of trust and final mortgage title insurance policy.
Within 55 days after loan closing the PBS originating
agent shall forward to the authority the original hazard
insurance policy.

During the 120-day period following the loan closing the
BDS originating agent shall review correspondence, chiecks
and other documents received from the borrower for the
purpose of ascertaining that the address of the property
and the address of the borrower are the same, and also to
ascertain any change of address during such period and
shall notify the authority if such addresses are not the

Vol. 6, Issue §

Monday, December 18, 1689

853



Proposed Regulations

same or if there is any such change of address. Subject to
the authority’s approval, the BBE originaling agent may
establish different procedures {o verify compliance with
the principal residence requirement in § 2.2.1.C. In the
event tha! the originaiing agent receives information at
any time eotherwise becomes aware ef the faet that any
itfem noted on the BB originaling agent's checklist for
certain requirements of the tax code may not be correct
or proper, the BBE& originaling agent shall immediately
notify the authority.

§ 2.16. Property guidelines.
A, In general.

For each application the authority must make the
determination that the property will constituie adequate
security for the lean. The determination shall in turn be
based solely upon a real esiale appraisal’s determination
of the value and condition of the property.

In addition, manufactured housing ¢mobile homes) may
be financed only if it is new construction and insured
100% by FHA (see subsection C). Existing manufactured
housing is not eligible for authorily financing.

B. Conventional loans.

1. Existing housing and new consiruction. The
following reguirements apply to both new construction
and existing housing o be financed by a conventional
loan: (i) all property must be located on & state
maintained road (easements or right-of-way to state
maintained roads are not acceptable as access fo
properties); (ii) any easements which will adversely
affect the marketability of the property, such as
high-tension power lines, drainage or other utility
easements will be considered on a case-by-case basis
to determine whether such easements will be
acceptable to the authority, (¥ properly with
available water and sewer hookup must utilize them;
and (v} property without available water and sewer
hookups may have their own well and septic sysiem;
provided that asd i) joint ownership of a well and
septic systern will be considered on a case-by-case
basis tc determine whether such ownership is
acceptable to the authority.

2. Additional requiremenis for new construction. New
construction financed by a conventional loan must also
meet Uniform Statewide Building Code and local code.

C. FHA or VA loans.

1. Existing housing and new construction. Both new
consiruction and existing housing financed by an FHA
or VA loan must meet all applicable requirements
imposed by FHA or VA,

2. Additional reguirements for new construction, If
such homes being financed by FHA loans are new

manufactured housing they must meet federal
manufactured home consiruction and safety standards,
satisfy all FHA insurance reguirements, be on a
permanent foundation to be enclosed by a perimeter
masonry curtain wall conforming te siandards of the
Uniform Stajiewide Buiiding Code, be permanenily
affixed to the site owned by the borrowers and be
insured 100%, by FHA under iis section 203B program.
In addifion, the property must be classified and taxed
as real esiate and ne personal property may be
financed.

§ 2.17. Subsiantially rehabilitated.

For the purpose of qualifying as substantially
rehabilitated housing under the authority’s maximum sales
price limitations, the housing unit must meet the following
definitions;

1. Substantially rehabilitated means improved to a
condition which meeis the authority’s
underwriting/property standard requiremenis from a
condition requiring mere than routine or minor repairs
or improvements to meet such requirements. The term
includes repairs or improvemenis varying in degree
from gutting and extensive reconstruction to cosmetic
improvements which are coupled with the cure of a
substantial accumulation of deferred mainienance, but
does not mean cosmetic improvements alone.

2. For these purposes a subsiantially rehabilitated
housing unit means a dwelling unit which has been
substantially rehabilitated and which is being offered
for ssle and occupancy for the first time since such
rehabilitation, The wvalue of the rehabilitation must
equal at least 259 of the total value of the
rehabilitated housing unit,

3. The authority’s staff will inspect each house
submitted as substantially rehabilitated to ensure
compliance with our underwriting-property standards.
An appraisal is te be submitted after the authority’s
inspection and is to list the improvemenis and
estimate their value.

4. The authority will only approve rehabilitation loans
to eligible borrowers who will be the first residenf of
the residence after the completion of the
rehabilitation. As a vresult of the tax code, the
proceeds of the mertgage loan cannot be used to
refinance an existing morigage, as explained in §
2210 (New morigage requirement). The authority
will approve loans to c¢over the purchase of a
residence, including the rehabilitation;

a. Where the eligible borrower is acquiring a
residence from a buiider or other seller who has
performed a substantial rehabilitation of the
residence; and

b. Where the eligible borrower is acquiring an
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unrehabilitated residence from the seller and the
eligible borrower coniracts with others to perform a
substantial rehabilitation or performs the
rehabilitation work himself prior to occupancy.

§ 2.18. Condominium requirements,

A. Conventional loans.

1. The RBS originafing agent must provide evidence
that the condominium is approved by any two of the
following: FNMA, FHLMC or VA, The PDBS originating
agent must submit evidence at the time the borrower's
application is submitted {o the authority for approval.

2. At the time the borrower’'s loan application is
submitted for the Ifinancing of a unit in any
condominium in ‘which the authority has not
previously financed the purchase of any units, Exhibit
5 providing basic information abou{ the condominium
must be compleied by the Unit Owners Association.
The most receni financial siatement and operating
budget of the condominium (or, in the case of a
newly constructed or converted condominivm, a copy
of the projected operating budget and a copy of the
most recent financial statement, if any) must alse be
submitted. The authority will review the above
described form and {financial information. If on the
basis of such review the authority finds (the
condomninium 1o be acceptable, the condominium will
be approved and the individual loan application will
be processed, Exhibit § requires that the Unit Owners
Association agree to submit to the authority upon its
request, the condominium’'s annual financial
statements, operating budget and other information as
the authority may require. The association is also
required to agree that the authority shall have a right
to inspect the condominium and its records. The form
states that failure to comply with the foregoing shall
be grounds for the authority’s termination of its
approval of the condeminium.

3. Each year the authority will send Exhibit T to the
Unit Owners Association requesting information
concerning the condominium including a statement as
to the status of the approvals of VA, FNMA and
FHLMC, as applicable, and a copy of the
condominium’s financial statement and cperating
budget. The association will be advised that if the
request for information is not received within 90 days
from the date of the request, the authority may
terminate iis approval of the condominium. The
authority will review the financial statement and
operating budget and the questionnaire and if the
condominium remains in satisfactory condition, the
authority wiil confinge {0 make mortgage loans on the
units subject to the limitations in paragraph 4 below.
In the event the authority determines a condominium
is not in satisfactery condition, the Unit Owners
Association will be given 66 days to correct the
deficiencies. If the deficiencies are not corrected to

the satisfaction of the authority, the condominium will
no longer be approved for financing. The requirements
and procedures in this section will also apply to
condominiums previously approved by the authority.

4, If a condeminium is approved by FNMA, the
authority will make morigage loans on no more than
50% of the units in the condominium. If the
condominium is not approved by FNMA, the authority
will make morigage loans on no more than 25%, of
the units in the condominium. If a condominium is to
be phased, the foregoing percentage limiis will be
applied to each phase until all phases are completed.
If the condominium has been previously approved by
the authority and exceeds the foregoing percentage
limitations, the authority will make no further
mortgage loans for the purchese of the uniis in the
condominium until such time as its percentage limits
are no longer violated.

B. FHA or VA loans. The authority will accept a loan to
finance a condominium if the condominium is approved by
FHA, in the case of an FHA loan, or by VA, in the case
of 2 VA loan,

COUNCIL ON HUMAN RIGHTS
Title of Regulation: VR 402-61-02. Eegulations to

Safegward Virginian’s Human Rights from Unlawful
Discrimination. '

Statutory Authority: § 2.1-720.8 of the Code of Virginia.

Public Hearing Date: March 28, 1820 - 10 a.m.
(See Calendar of Events section
for additional information)

Summary:

‘The purpose of the Hurman Rights Act Is fo safeguard
all  individuals within  the Commonwealth from
unlawful discrimination on the basis of race, color,
religion, national origin, sex, age, marifal status or
disabiiity in places of pubic accommodation, including
educatioral institutions and in real estate
transactions, In employvment, fo preserve the public
safety, health and general welfare; and fo further the
interests, rights and privileges of individuals within
the Commonweaith, and fo profect citizens of the
Commonwealth against unfounded charges of unlawful
discrirnination. The regulafions will elaborate on the
procedures for filing complainis under the Virginia
Human Rights Act, the administrative process and the
remedies available to complainants under the Act.

VR 402-01-02. Regulations to Safeguard Virginian's Human
Rights from Unlawful Discrimination.

§ 1 Policy.
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The purpose of these regulations is fo supplement the
Virginia Humarn Rights Act (§ 2.1-714 et seq) of the Code
of Virginia which safeguards all individuals within the
Commonwealth from unfawful discrimination.

§ 2 Definitions.

The following words and lerms, when used in lhese
reguiations, shall have the following meaning, unless the
context clearly indicates otherwise:

“Act” means the Virginia Human Rights Act, Chapler
43 (§ 2.1-714 of seq) of Title 2.1 of the Code of Virginia.

“Complaint” means a written statement by a person or
by the council alleging an act of discrimination prohibited
by § 21-716 of the Code of Virginia.

“Complainant” means « person who claims to have
been injured by a discriminatory practice.

“Respondent” rmeans a person against whom a
complaint of vielation of the Act is filed Each reference
lo a “complainant” and “respondeni” shall be deemed to
refer, as appropriate, to the singular and plural.

§ 3. Complaints by or on behalf of persons claiming to be
aggrieved.

A, A complaint on behalf of a person claiming to be
aggrieved may be made by any person, agency, or
organization. The written compiaint need not identify by
name the person on whose behalf it is made. The person
making the complaini, however, shall provide the counci
orally with the name, address and telephone number of
the person on whose behalf the complaint is made.
During the council’s investigation, the direcior shall verify
the complaint with the person on whose behalf the
complaint is made. That persom may reguest that the
council keep his identity confidential. However, a request
for confidentiality shall not prevent the counci from
revealing the identity fo federal, state or local agencies
that have agreed to keep such Informalion confidential.

B. The complainant has the respornsibility of providing
the council with notice of any change in address and with
notice of any prolonged absence from his current address.
§ 4. Where to make a complaint.

A complaint may be made In person at 101 N. 14tk
Street, James Monroe Building, I7th Floor, Richmond,
Virginia 23219 or by mail at P.O. Box 717, Richmond,
Virginia 23206.

§ 5. Contents of complaint.
A. Each complaint should contain the following:

1. The full name, address, and telephone number of
the person making the complaint;

2. The full name and address of the person against
whom the complaint is made;

3. A clear concise statement of the jfacts, including
pertinent dates, constituting the alleged unlawful
discriminatory practices;

4. The date of filing end the name of the agency in
cases Where alleged unlawful discriminatory practices
have been filed before a locdl, state or federal agency
charged with the enforcement of discrimination laws.

B. Notwithstanding the provisions of subsection A of
this section, o complaint shall be considered filed when
the council receives a written statement which rdentifies
the pariies and describes generally the action or practices
complained of.

C. A compiaint may be amended by the complainant or
the director at any time prior o a hearing.

D. When arn amendment is filed, the Office of Human
Rights shall serve a copy of the amendment upon the
respondent within five working days of the amendment.
The respondent shall, within 10 days affer the service of
the amendment, file an answer fo the amendment.

§ 6. Filing referrals to stafe and federal agencies.

A Complainis which are under the Jurisdiction of
another stale agency are considered filed with that agency
when received by the council If the filing falls within the
lime limits for filing as required by that agency pursuant
fo § 2.1-722 of the Code of Virginia.

B, The council has established interagency agreements
with the following state agencies:

1. Department of Commerce-Real Estate Board;
2. Department of Labor and Industry;

3. Department of Personnel and Training;

4. Department for Rights of the Disabled; and

5. Department of Employee Relations Counselors.

If the director or his designee determines that the
complaint is not within the council’s jurisdiction, but
possibly in the jurisdiction of one of the interagency
agreement agencies, the complaint shall be sent fo the
appropriate agency within IS5 working days of
determination. The complainant shall be notified of this
action and @ reason provided. Once the complaint has
been forwarded and the complainant notified, the counci
shall close the case.

C. Persons filing under Title VII of the Civil Rights Act
of 1964, as amended, or the Fair Labor Standards Act
shall be notified within 15 days that they should also Jile
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with the appropriate federal agency within the
appropriate time period if the statulte of limitation has
rnot already expired.

D. Al charges shall be dated and time stamped upon
receipt, A copy of the charge shall be transmitted by mail
to the agency, and the complainant and the person filing
a complaint on behalf of the complainant skall be notified
in writing that the complaint has been forwarded to the
appropriate state or federal agency or boih.

E. Complaints shall be filed with the council not later
than 180 days from the day upon which the alleged
discriminatory practice occurred.

§ 7. Notice of complaint,

Within 15 working days after the fillng of a complaint
the director shall notify the respondent of the complaint
by mail.

§ 8. Investigations by the director or his designee.

A. During the investigation of a complaint, the director
may utilize the information gathered by government
agencigs. The director shall accept a statement of position
or evidence submitted by the complainani, person making
the complaint on behalf of complainant, or the
respondent. The director may submil a request for
information to the respondent which, in addition to
specific questions, may request a response to the
allegations contained in the complaint. The director’s or
his designee’s request for information shall be mailed
within 20 working days of receipt of the complaint. A
response to the request for information should be
submitied within 20 working days from the date the
request is postmarked.

B. The director may require the complainant lo provide
such additional information as he deems necessary fo
conduct an investigation.

C. The director may reguire a jacl-finding conference
with the parties prior fo a determination of a complaint
of discrimination. The conference is an investigative forum
infended to define the issues, io determine the elements in
dispute and to ascertain whether there is a basis for a
negotiated seltlement of the complaint.

D. The director's or his designee’s authority [o
investigate a complaint is not limited fo the procedure
outlined in subsections A, B and C of this section.

§ 9. Dismissai; procedure and authority.

A, When the director determines that the complaint is
not timely filed, or fails to state a claim under the Act,
the director shall dismiss the complaint.

B. When the director determines after investigation that
there is not reasonable cause to believe that the Act has

been violated, the director shall dismiss the complaint. If
the complainant disagrees with the director’s decision, the
council can be petitioned within 10 working days for a
review of the decision.

C. Upon petition for review the council shall establish a
panel of three members fo hear such pelitions. If it is
determnined within 30 working days after the pelition for
review of a dismissal of @ complaint that there i1s not
reasonable cause to believe the respondent has engaged in
a discriminatory practice, the council shall issue an order
dismissing the complaint and furnish a copy of the order
to all parties.

§ 0. Settlement.

A When the director determines that there Is
reasonable cause to believe that an unlawful
discriminatory practice has occurred or is cccurring, the
director shall endeavor to eliminate such practice by
informal methods of conference, conciliation and
negotiation.

B. When conciliation or negotiated settlement is
successful, the terms of the agreement shall be reduced to
writing and signed by the complainant, respondent and
the director within 10 working days of the agreement.

§ 11. Public hearing.

A. When conciliation efforts fail, or when the director
determines that the conciliation process will not be in the
best interest of the complainant or the Commonwealth,
the director shall set the matter of public hearing or refer
the complaint to the appropriate federal agency.

B. Notice of the time and place of the hearing shall be
mailed to the parties at least 20 working days before the
date of the hearing.

C. All hearings shall be open fo the public.

D. A case will be heard by a hearing officer appoinied
by the council.

E. The hearing officer shall not be bound by siatutory
rules of evidence or technical rules of procedure.

F. Both the complainant and the respondent shall
appear and be heard in persom, but may be assisted by
counsel, or by an authorized representative,

G. Al testimony shall be given under oath or
affirmation.

H. The order of presentation shall be established by the
hearing officer with the burden of going forward being
placed on the complainant.

L Any party who jfails to appear at a hearing or to
respond to a request for information by a specified date,
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in the absence of good cause shown, shall be deemed fo
have waived all further righis fo appear, present evidence,
or petition for rehearing or reconsideration.

J. Irrelevant, mmaterial and unduly repelfitious evidence
shall at the discrefion of the hearing officer be excluded.
The rules of privilege shall be given effect.

K. The hearing officer may accept relevani documents
or ather evidence into the record as exhibils. Documents
to be submitted af the hearing by a parfy must be
distributed tc the cowuncil and the oiher party no lafer
than five working dayvs prior {0 the hearing. Documenis
not submitted in aecordance with this rule will only be
admiited when the presiding bodv or hearing officer
determines that just cause exisis for faiure to follow this
rule.

L. Before the hearing is closed, the pariies shall be
given an opporiunity to preseni an oral argument of their
case.

M. The hearing shall be recorded by an official reporier
and one transcript will be purchased by the council. The
council’s copy will be made available for review within a
reasonable time cfter request at the Office of Human
Rights during regular business hours.

§ 12 Findings and recommendations.

A. The hearing officer of the council shall stoie findings
of fact and conclusions of law in writing. The findings of
the hearing officer shall be filed with the council within
30 working days of the date of complefion of the hearing.

B If the council voles fo accept the hearing officer’s
findings that the respondent has nof engaged in a
discriminatory practice, ¥ shall issue an order dismissing
the complaint. A copy of the order shall be furnished lo
the complainant and the respondent.

C. If the counci! voles to accept the hearing officer’s
findings that the respondent has commified an unlaowfiul
discriminatory practice, it shall state its findings and may
issue recommendations fo eliminate the discriminatory
practice, ncluding, but not limited o

1. Hiring, reinstafing, promofing or upgroding the
position of the complainant, with or without back
pay, arnd providing suck jfringe benefits as the
complainant has been denied;

2. Restoring or admilting the complainani [fo
membership in a labor organization, o iraiving
program, guidance program or other occupational
training program, using the objective criteria for
admission of persons fo such programs;

3. Leasing, renting or seliing property at issue fo lhe
complainart;

4. Extending fo the complaimant the full and equal
enjovment of the goods, services, facilities, privileges
or accommodations of the responderi;

5. Admitting the complainant to a public
accommodation or educational nstitution;

6. Reporting as to the manner of compliance;

7. Posting notices in a conspicuous place setting forth
requirements for compliance with this chapler or
other information that the council deems necessary fo
explain the Aci; and

8 Revising personnegl policies and procedures,
including the undericking of affirmative efforts.

b i the council voles nol lo accepl the hearing
officer's findings, it will return the findings to the hearing
officer for further consideration.

§ 13 General

A. If the council fails fo act by dales specified herein,
neither the rights of the complainant nor the respondent
will be prefudiced.

B. If the complainant or the respondent fails io comply
with the provisions stated herein, except where good
cause is shown, the foilure may be deemed a waiver of
any rights provided herein.

DEPARTMENT OF PERSONNEL AND TRAINING

Title of Regulation; VR 525-01-02. Commenwealth eof
Virginia Health Benefits Program.

Statutory Auihority: §§ 2.1-26.1 and 2.1-20.1:02 of the Code
of Virginia,

Public Hearing Date: January 16, 1980 - 10 a.m.
(See Calendar of Events section
for additional information)

Summary:

The health benefits program is created for the benefit
of state emplovees and employees of participating
localities and to enable the state and localities to
recruit and refain highly qualified employees. The
purpose of these regulations is lo provide guidance to
participating employees, stalte agencies and local
emplovers (as defined) regarding the administration of
the Commonwealth of Virginia Health Benefits
Program.

The regulations contain provisions applicable to state
agencies, state employvees, local employers and
emplovees of participating local employers. Where
applicable, provisions will distinguish between stale
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emplovees and employees of participating focal
emplovers.

VR 525-01-02. Commonwealth of Virginia Health Benefits
Program.

PART I
GENERAL.

§ Li. Authority.

These regulations are promuigated by the Depariment
of Personnel and Training (the “department”) pursuant to
§§ 21201 and 2.1-20.1:02 of the Code of Virginia.

§ 1.2, Definitions.

The following words and terms, when used In these
regulations, shall have the following meaning unless the
context clearly indicates otherwise:

“Accident or health plan” means a plan described in
the Internal Revenue Code § 105.

“Adopiion agreement” means an agreement executed
between a local employver and the depariment specifying
the terms and conditions of the local employer’s
participation in the health benefits program.

“Alternative health benefils plans” means optional
medical benefits plans, inclusive of but not Imited fo
HMQs and PPQOs, which are offered pursuant to the
kealth benefits program in addition to the basic plan.

“Administrative services arrangement” means an
arrangemerntt whereby a third party provider agrees to
administer all or part of the health benefits program.

“Basic plan” means the hospitalization, medical and
major medical plan offered pursuant to the health benefits
program.

“Coordination of benefils” means the establishment of a
priority between two or more underwriters which provide
health benefits protection covering the same claims
incident.

“Depariment” means the Department of Personnel and
Training.

“Dependent” means .any person who is determined ifo
be an eligible family member of an emplovee pursuant lo
subsection E of § 4.1 these regulations.

“Director” means the Director of the Depariment of
Persannel and Training.

“Dual membership” means the coverage in the heaith
benefits program of the employee and either the spouse or
one dependent. This definition does not include coverage
of retirees or employees or thelr spouses Wwho are

otherwise covered by Medicare.

“Effective date of coverage” means the date on whichk a
participant is eligible for benefits under a plan or plans
elected under the health benefils program.

“Employee” means a person emploved by an emplover
participating in the health benefii program or, where
demanded by the context of ithese regulations, a retired
employee of such an employer. The term “empiovee™ shall
include state employees and employees of local emplovers.

“Employee health insurance fund” or *fund” means cn
account established by the state treasury within whick
shall be deposited contributions to the plan.

“Employer” means the entily with whom a person
rmaintains a common law employvee-employer relationship.
The term “employer” is inclusive of an employvee of each
state agency and that of a local empiover.

“Employer application” or “application” means the
Jorm, to be provided by the department, to be used by
the local emplover for applving fo participate in the
kealth benefits program.

“Experience adjusiment” means the adjusimeni
consistent With generally accepled actuarial practices io
current contributions for benefits that reflects deviations
in claims experience.

“Family membership” means the coverage in the heallh
benefits program of the emplovee and two or more
persons comprising the spouse or dependents, or bolh.

“Heaith Maintenance Organization” or “HMO” means
an eniity created under The Health Maintenance
Organization Act of 1973 (Title XII of the Public Healil:
Service Act), as amended, as one defined under stafe low.

“Health benefits program”™ or ‘program®” means
individually or collectively, the plan or plans fhe
department may establish pursuant fo §§ 21201 and
2.1-20.1:02 of the Code of Virginia.

“Insured arrangemeni” means an dccident or Aealih
plan underwritten by an insurance company wherein the
contract holder’s only obligation as it may relate to
claims is the pavment of insurance comparny premiums.

‘“Independent hearing officer” means one or move
individuals selected by the director of the department io
arbitrate disputes which may arise In conjunciion with
these regulations or the health benefils program.

“Local administrator” means the person or office
designated In the application and adoption agreement io
be responsible for the day to day administration of the
health benefits program at the local level

“Local advisory committee” or is

“committee” a
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commifiee established pursuant fo § 2120102 of the
Code of Virgimic whick shall provide guidance o fhe
depariment concerning the adminisiration of the health
benefits program.

“Locel employees” or “emplovees of local governments”
means alff officers and emplovees of the governing body of
any county, city or fown, employees of school boards and
the directing or goverming body of any polifical enfify,
subhdivision, branch or unit of the Commonwealih or of
any coppmission or public oeuthorily or body corporale
created by or wnder an act of ihe Gemercl Assembly
specifying the power or powers, privilages or authority
capable of exercise By the commission or pudlic authorily
or Body corporafe, as distinguished from 8§ 15120,
18 821, or similar statutes, provided thot the officers and
emplovess of a socigl services department, welfare board,
mental health end mentaf retardafion services board or
Fbrary board of @ county, city, or fown shall be deemed
fo Be the employess of local government,

“Eocal employer” means any county, oify or fown,
school board and ihe direciing or governiing body of any
political  entity, subdivision, bSranch or unit of ithe
Commonwealih or of any comsnission or public auifority
or body corporale cregled by or under an aci of the
Genera!  Assembly  specifying ihe powsr oF  powers,
privileges  or authority capadle of exercise By the
corission  or public guthority or body corporaie, as
distinguished from §§ 15,120, i5.8-21, or similer stotuies.

“Locgl refires” means a former local emplovee who has
met the lerms and conditions for sarly, normal or loke
redivement from a focal employer.

“Local  officer”  means the Ireasurer, regisirar,
commissioner of revenus, aftorrney Jor the Commonweclth,
clerk of a cirowit court, sheriff, or constable of any county
or city or depulies or employvess of any of the preceding
focal officers.

“Open enroliment” means the period during wWhich an
empioyee ey eleci fo  commence or to  change
membersiip or plans offered pursuwant fo the heolth
berafits program.

“Fari-iime employvee” means an emplovee a8 discussed
in subsection B of § 4.1 of thase reguloiions.

“Pariicipant” mearns any person aciively envolfed and
covered By fhe health benefits program.

“Plan adminisirator” means the deparément.
“Preferred provider organizaiion” or “PPO means an
entity through which ¢ group of health care providers,

such as doctors, hospifals and ofhers, cgrse o provide
specific medical and  hospial core and  some  related

“Preexisting condifion” means o condition which, in the

opinion of the plan’s medical advisors, displayed signs or
symmptoms before the parficipant’s effective date of
coverage. These signs or symptoms must be ones of which
the participani was aware or should reasonably have been
aware. The condition is considered preexisting whether or
not the participant was seen or treated for the condition.
It {5 also considered preexisting whether or not the signs
and sympioms of the condition were correctly diagnosed.

“Retiree” means any person who meels the definition of
gither a stafe reliree or a local retiree.

“Self-insured arrangement” means a focility through
which the plan sponsor agrees to assume the risk
associated with the tvpe of benefit provided without using
an mSuUrance company.

“Single membership” means coverage of the employee
onrly under the health benefiis program.

“State” means the Commonwealth of Virginia,

“State agency” means an Imsirumentalily of the
Commonwealth authorized to do business by the General
Assembiy fo carry out the business of the Commornealth.

“State employee” means o Staie employee as defined in
$& S1-iLI10 and §1-11110:01 of the Code of Virginia,
employee as defined in § 51-144 of the Code of Virginia,
the Governor, Lieutenani Governor and Aftorney Generdl,
Judge as defined in § I-161 of the Code of Virginia and
Judges, clerks and deputy clerks of regional juvenile and
domestic relations, county juvenile and domestic relations,
and district couris of the Comumonwealth, and interns and
residents employed by the Medical College of Virginie of
Virginia Commonweaith University and the School of
Medicine and Hospital of the University of Virginia. The
Athletic Depariment of Virginia Polytechnic Institute and
Stale University is a local auxiliary whose members are
considered state employees for purposes of eligibility for
the program. :

“Slate healih benefits advisory counctl” or “advisory
counci” is an advisory council established pursuant fo §
2.§-20:01 of the Code of Virginia.

“State retiree” meens a former state emplpyee who has
met the ferms and conditions for early, normal or laie
refirement from the Commonwealth.

“Teacher” means any employee of a county, cify, or
ather local public school board,

§ L3 Designee and delegations of authority,

Pursuant o § 21201 of the Code of Virginia, the
Department of Personnel and Training shall establish a
health bencfils program (fthe “program”™), subject to the
approval of the Governor, for providing accident or health
bensfit  protection, including bui not [Iimited io
chiropractic Ireatment, hospitalization, medical, surgical
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and major medical coverage for stafe employees and the
employees of participating local employers.

The Secretary of Administration hereby delegales lo the
Depariment of Personnel ond Training the authority fo
support the activities of the siate advisory council, to
review and evaluate that council’s recormmendations, and
to transmilt to the secretary the council's
recorrnendations.

The Director of the Depariment of Personnel and
Training hereby delegates to the Director of the Office of
Health Benefits the authority fo:

1. Propose, design and administer omne or more
acciderntt or health plans, or both. Al such approved
plans will, in the aggregate, constitute ithe health
benefits program. Any plan or plans proposed by the
Office of Health Benefits shall be subject to the
approval of the Director of the Department of
Personnel and Training.

2. Propose regulations at any time for the purpose of
the implementation, communication, funding and
administration of the health benefits program.

3. Enter intc one or more coniracts for the purpose
of implementing, communicating, funding or
administering the health benefils program. To this
end, but not exclusively, such coniracifs) may be jor
the underwriting, the funding, and administration,
including claims processing and claims adiudication,
of the program. Such contracts may be for the legal,
accounting and actuarial services as well as
communication, statistical analysis and any other item
that may be needed fto effectively review and
maintain the health benefits program.

4. Evaluate the effectiveness of the health benefits
program or any plan Which may constitute a
component part, as it might relate to the objectives
of such program or such component plan and make
recommendations regarding the effectiveness of such
program or plan in meeling such stated objectives.
The stafed objective of the program is to assist
participating employers, including state agencies, to
recruit and retain highly qualified employees.

§ 1.4, State advisory council.

in the adrunisiration of the health benefits program or
any component plan or plans comprising such program,
the department shall take into consideration the
recommendations of the state health benefits advisory
council (the “council” or “advisory council”). The council
is created pursuani to § 2.1-201:01 of the Code of
Virginia. Such advisory council will advise the Secretary
of Administration on issues and concerns of aciive and
retired emplovees of the Commonwealth who are
participating in the health benefits program, such as the
tvpe and amount of benefits provided by the program, the

cost to employees fo participate in the program and Wways
to effectively control claims experience.

The department shall consider the findings and
recommendations of the council in its decision making
process. Further, the departrment may request the council’s
guidance on other issues of concern to the depariment.
The advisory council shall be composed of at least sever
members, two of whom shall have retired from sicte
service. Three members, two of whom shall have refired
Jrom state service, shall be appointed by the Governor;
two members shall be appointed by the Speaker of the
House of Delegates, and twe members shall be appointed
by the President Pro Tempore of fhe Senate. Appointees
shall be subject to confirmation by the General Assembiy.

Members shall serve for two-vear terrms and no member
shall serve for more than two full successive terms. Initial
appoiniments to the council shall be as follows: three for
a term of one year, and four for a ferm of tweo years. A
chairman shall be elected annually by the membership of
the council. The council may adopt, modify or amend
rules of procedure or bylaws that will govern its conduct
With a 2/3rds vote of the membership.

§ 1.5, Local advisory commifiee,

in the administration of the health benefits program or
any component plan or plans comprising such program,
the department shali rfake into consideration Ifhe
recommendations of the flocal advisory commitice (lhe
“commitice or “advisory committee”). The commiliee is
created pursuant fo § 2.1-20.1:02 of the Code of Virginia.
Such advisory commiitee Will serve {fo advise the
department on issues and concerrns of active and refired
employees of local employers who are parficipating in the
health benefits program, such as the ivpe and amouni of
benefits provided by the program, the cost to emplovees
to pariicipate in the program and ways fo effectively
control claims experience.

The department shall consider the findings and
recommendations of the committee in its decision making
process. Further, the deparfment may request ithe
committee’s guidance on other issues of concern to ithe
department,

The advisory commitiee shall be compused of ai leas?
five members to be appointed by the Governor, With at
least one member representing each of the jfollowing
groups: local governments, local officers, local school
boards, teachers and refirees. Each member shall serve a
term of two years and no member shali serve more lhan
two full successive terms. Initicl appointmenis to the
committee shall be as follows: two for a term of one year,
two for a term of fwo years and fwo for a ferm of three
vears. Thereafter, all members shall serve bwo-vear terms.
A chairperson may be elected annually by the rmembership
of the commitiee.

Advisory committee members shall be reimbursed jfor
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meetings and associated fravel expenses incurred by them
as members of the advisory commiitee but shall not be

otherwise compensated for their service. Such
reimbursermnent shall be made in accordance with
applicable legisiation dealing with per diem
reimbursements.

The committee may adopt, modify or amend rules of
procedure or bylaws, or both, that will govern their
conduct with a 2/3rds vote of their membership.

The commitiee shall make all recommendations and
findings to the department.

§ 1.6, Types of plans.

The department shall establish and implement one or
more accident and health plans which in the aggregale
shall constitute the health benefits program. The
adminisiration and underwriting of the plans shall be at
the discretion of the department and may include bul not
be limited to self-insured arrangements, insured
arrangements, administrative services arrarngements, health
maintenance organizations, and preferred provider
organizations. The depariment is authorized to exercise
Judgment and discrefion in the establishment, procurement
and implementation of all underwriting and other services
necessary for the establishment, mamtenance and
administration of such plans and will be deemed to do so
in good faith.

The depariment, as it deems necessary or prudeni, may
contract for outside services, including but not limited to
actuarial, consulting and legal counsel The depariment
wmay coniract such services om an individual basis or in
conjunction with other services.

Participation in the health benefits program shall be (i)
voluntary, (i) approved by a participating employer’s
governing body, or by the local school board in the case
of leachers, and (Tt} subject to these regulations.

Pursuant to § 2.1-20.1.02 of the Code of Virginia and
subsection C of § 4.1 of these regulations, local employees
whose local employers do not offer a healih benefits plan
as determined by the depariment may individually elect
membership in the program.

§ 1.7, Procurement.

The department intends lo comply with the Virginia
Public Procurement Act, Chapter 7 (§ 11-35 et seq,) of
Title 11 of the Code of Virginia, as it may relate to any
services to which such Act shall apply.

and
the

In an effort fo stabilize the administration
maintenance of the health benefits program,
depariment may coniract for services applicable to such
program for a period of lime not exceeding 10 years, with
the department reserving the right, in its sole discretion,
to cancel such contracts annually upon 80 days writlen

rolice to the contracior.
§ 1.8. Plan assets.

The assets of the health benefits program, together with
all appropriations, coniributions and other pavments, shall
be deposited in the emplovee health insurance fund (the
“fund”} from which paymenis for claims, premiums or
other contributions, cost containment and adminisirative
expenses shall be withdrawn from time to time.

The department may designale one or more Insurance
companies, banks or any such similar institution as a
direct recipient of premiums or other contributions for
part or all coverage under the health benefits program
from local and stafe ermployers.

The assets of the fund shall be held for the sole benefit
of the employee health insurance fund and fe that end,
employees participating in the health benefils program.

Any interest on unused balances in the fund shall revert
back to the credit of the fund. The State Treasurer may
charge reasonable fees to recover the actual costs of
investing the assefs held in the fund.

§ 1.9. Appeals

The director of the department shall be the final arbiter
of any dispules arising under these regulations. The
director may nol redelegaie this authority other than fo
an independent hearing officer.

All disputes arising under these regulations shaoll be
submitted to the department, which shall have the
responsibility for interpreting and administering these
regulations. All dispufes shall be made in writing in such
manner as may be reasonably required by the deparlment
and shall set forth the facts whick the applicant believes
to be sufficient to entitlement to relief hereunder. The
depariment may adopt forms for such submissions In
which case all appeals shall be filed on such forms.

Appeals must be filed in a timely manner in order fo be
considered by the departnent. Appeals not filed within
the time frames established herein shall be automatically
denied. Requests for review of procurements under the
provisions of the VPPA shall be filed within 10 days of
the depariment’s notice of intent to award a contract.

Requests for relief from local employers or slate
agencies with respect fo any action of the depariment
other than a procurement shall be filed within 30 davs of
the action grieving the applicant. Requests for relief from
state or local employees with respect to any action of the
depariment other than a procurement shall be filed within
60 days of the action grieving the employee.

Upon receipt by the department for a request for
review under this seclion, 1t shall delermine all facts
which are necessary fo esfablish the right of an applicant
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for relief. The department shall approve, deny or
investigate any and all disputes arising hereunder. Upon
request, the department will afford the applicant the right
of a hearing with respect to any finding of jfact or
determination related to any claim under this section. In
the event of an adverse decision by the depariment, the
applicant shall be notified of such decision as hereinafter
provided.

The applicant shall be notified in writing of any adverse
decision with respect to his claim within 90 days after ifs
submission. The notice shall be written in a manner
calcuiated to be undersiood by the applicant and shall
include:

1. The specific reason or reasons for the derial

2 Specific references to law, these regulations,
contracts awarded pursuant to these regulations, or
the Health Insurance Manual and related instructions
on which the denial is based;

3. A description of any addifional material or
information necessary to the applicant to perfect the
clairmm and an explanation why such material or
information is necessary, and

4. An explanation of the review process.

If special circumstances require an exiension of time for
processing an inifial application, the department shall
Jurnish written notice of the extension and the reason
therefore lo the applicant before the end of the initial
80-day period. In no event shall such extension exceed 90
days.

§ 110, No presumption of right.

These regulations and the health benefils program
herein established shall not be deemed to constitute a
contract of emplovment petween any participating
employer and any participant. No participant in the
program shall acquire any right to be relained in the
employer’s employ by virtue of the program, nor, upon
the participant’s dismissal or voluntary (termination of
employment, shall the participant have any interest in
any assets of the program other than as may be
specifically provided herein.

Furthermore, these regulations and the health benefits
program herein established shall in no event confer upon
any participant any rights, duties or responsibilities other
than those granted herein. The Commonwealth of Virginma
specifically reserves the right to amend, modify or
terminate, inclusive of eligibility, coverage and
coniributions provisions, the health benefits program or
any plan or plans comprising all or part of the program,
as they may relate fo any active or relired participant.

§ L.11. Authority to withhold revenues.

In the event of default by any employer participating in
the health insurance program authorized by § 2.1-20.1:02
of the Code of Virginia in the remitiance of prentiums or
other fees and cosis of the program, the Stafe Comptroller
is hereby authorized fo pay such premiums and costs and
to recover such paymenis from any funds appropriated
and payable by the Commonwealih to the employer for
arny purpose. The State Comptroller shall make such
payments upon receipt of notice from the director of the
depariment that such payments are due and unpaid from
the emplover.

§ 1.12. Effective dale.

These regulations shall be effective on the later of Aprii
15, 1990, or 30 days after the date of issuance.

PART II
RIGHTS AND DUTIES OF THE DEPARTMENT.

§ 2.1. Develop health benefits program.

The department shall develop a health benefits program
which shall be comprised of one or more accident and
health plans the purpose of which shall be fo provide
accident and health benefils coverage for eligible state
employees and their dependents and for local employecs
of participating local emplovers and their dependenis.
Such health benefits program shall be flexibie in its form
and content so as to accommodate a struciure which
permils the creation of muliiple accident and health plans.
The department has full authority to make changes in
plan terms including, but not limited fo, benefits and
contributions, or to change underwrilers and
administrators as it deemns appropriate. The mission of the
Office of Health Benefits is fo pursue the objective stated
in §& 1.3 of these regulations.

§ 2.2 Underwriting.

At the depariment’s discretion, the program may either
be created and maintained on a selffunded basis or
procured from an insurance company licensed fo do
business in the Commonwealth of Virginie, or «
combination of both. In addition, the department is
authorized to contract with any third party providers for
any and all services which may be necessary to design,
administer, communicate or fund the healih benefils
program.

§ 2.3. Empioyer application.

The depariment shall develop a form on which local
employers may apply for participation in the health
benefits program and make available such form to local
employers joining such program. The departmeni will
advise local employers on questions pertaining to the
application. Among other items the department may deem
necessary, the application may include:

1. Information regarding the political subdivision such
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as the governing body, individuals or offices
responsible to provide, receive and remit information
to the department and the method by which
information can or will be transmitied.

2. Information regarding the total number of
employees and those employees currently covered,
those who will immediately become eligible, and those
whose participation Is anticipated. This information
can include but is not Iimited to demographic data
such as the age and sex of employees, geographic
location of residence and employment, dependent
status and information concerning employment
responsibilities.

3. Information regarding past premiums, claims and
enrroflment experience, contribution history, finarncial
arrangements with prior underwriters and the types
of plans or benefits provided being offered within the
five years prior to making the application.

§ 24. Establishing contribution rates and accounting for
contributions and claims.

The department shall establish one or more pools for
establishing contribution rates and jfor accounting jfor
claims ard coniributions for participating local employers.
There is hereby authorized pooling classes based on
geographic and demographic characteristics and
employment relationships. Such classes may include but
shall not be Imited to:

L. Active stale employees, including refirees under age
65 and not eligible for Medicare,

2. Active local employees (excluding separately rated
employees of public school systems),

3. Active emplovees of public school systems,

4. Retired state employees over age 65 and retired
state employees eligible for Medicare,

5. Retired local employees (excluding separately rated
emplovees of public school systers),

6. Retired employees of public school systems, and

7. Active emplovees whose employer does not sponsor
a heaith insurance plan.

Pariicipating employers shall make applicable
conlributions to the employee health insurance fund. Such
coniributions may take info account the characieristics of
the group, such as the demographics of employees,
inclusive of age, sex and dependen! status of the
employees of an employer; the geographic location of the
employer or employees, claims experience of the emplover;
and the pooling class of the emplovers (for example, see
subdivisions 1 through 6 above), applied according to
generally accepted actuarial practices. Additionally, any

such coniributions may further be delermined by
spreading large losses, as defermined by the deparimert,
across pooling classes. Further, the department reserves
the right to recognize, in its sole discretion, the claims
experience of groups of sufficient size, regardless of their
pooling class, where future claim levels can be predicted
with ar acceptable degree of credibility. The application
of this rule by the depariment shall be exercised in a
uniform and consistent manner.

The contribution rate in the aggregate will be composed
of two factors; first, the current coniribution and second,
the amortization of experience adjustments. The current
contributions will reflect the anticipated incurred claims
and adminisirative expenses for the period; an experience
adjustment will reflect gains and losses determined in
accordance with generally accepled actuarial practices. An
experience adiustment will be part of the contributions for
the succeeding year;, however, lhe department may
authorize the amortization of the experience adjustmernt
Jor a period not to exceed three years.

The department will notify a terminating local employer
of any adverse experience adjustment af the time the
local employer terminates participation in the program or
as soon thereafter as may be practical. Further, the
depariment reserves the right fo modify the amount of
the experience adjusiment applicable to a ferminating
local employer for a period notf to exceed 12 monihs from
the end of the plan year in which such termination
occurred. Such amount shall be payable within 12 months
of such nottfication. The department will approve rthe
payment of said adverse experience adiustment by a
terminating local employer bevond a period of one year
but not for a period longer than three years only in rare
and unusual circumstences. In the eveni « payment
period exceeds 12 months, the department may odd a
cormmercially competitive interest rate om any extended
payments.

§ 2.5, Information to local employers.

The department will provide guidance and support to
local adminisirators in the adoption, implementation and
administration of the health benefits program.

The depariment shall furnish local employers with any
and all information necessary for any reports the local
employer is required fo file with any federal or stafe
agency as well as any information necessary for meeting
the qualification or nondiscrimination rules under the
Internal Revenue Code which may be applicable lo such
plans.

§ 2.6. Information to local employees.

The department shall inform local employees when therr
coverage terminates by reason of nonpayment of
premiums for the local employee group by the local
emplover. The form of the notice shall be a notice in a
newspaper of general circulation in the locality of the
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local emplover. Such nolice shall be prospective with
respect fo the date of termination.

§ 2.7, Confidentiality.

The department will not disclose identifiable individual
health data without the cormsent of the individual being
provided coverage. The departmeni may rely on the
representations of any parent or guardian regarding such
parent or guardian’s consent to the release of information
regarding a child of such parent or any other person io
which such guardianship shall apply. Data may be
compiled into statistical reporis provided that the identity
of individual persons is nol ascerfainable by the reader or
disclosed by the depariment.

§ 2.8. Reports,

The depariment, on an annual basis, shall provide a
report to the General Assembly. Such report shall discuss
the overall objectives of the health benefits program,
including enrollment, income and expense, participation by
local employers and additional matters of general concern.

§ 2.9. Oversight.

The department has the responsibility and authority to
maintamm the health benefits program and take any action
it deems necessary to maintain the financial and
administrative integrity of the program.

A. The department shall review Jlocal administration,
including state agency administration of the health
benefits program to delermine compliance with these
regulations, law, and administrative directives. Deficiencies
shall be reported fo the governing body or agency
administrator, who shall fake prompt action to remedy
the noted deficiencies. To this end, the department shall
provide guidance fo responsible parties regarding their
duties and responsibilities in the administration of the
program. Failure to correct noted deficiencies may result
in the umilateral termination of participation (in the case
of a local emplover) in the health benefits program, or a
revocation of the agemcy’s administrative responsibility for
the health benefits program (in the case of a state agency)
and the imposition of a special employer contribution on
the state agency to pay for the cost of direct
administration of the program by the department. The
cost of direct adminisiration shall be determined by the
department.

B. The department may exclude from coverage, any
person who is not eligible for coverage notwithstanding
the participation if the state agency or local employer in
the health benefits program or the payment of
contributions or the previous payment of claims on behalf
of such person.

If a person is determined to be ineligible for coverage,
contributions paid by that person shall be returned to
said person for the six months prior to such

determination. Contributions for periods preceding this
six-month period shall not be refurned. Claims paid by
the program during this same six-month period shall be
recouped by the program from providers of care and from
the ineligible employee fo the extent practicable as
determined by the depariment. Additional claims need not
be recouped unless, in the sole discretion of the
department, such recoupment, coupled with the refurn of
additional contributions fo the emplovee, is required to
prevent malerial damage to the group (see classification
in § 2.4 and as subsequently expanded by administrative
direction).

Employer contributions on behalf of ineligible persons
shall not be returned to the participating emplover in as
much as the employer agrees by participating in the
health benefits program (that the amount of such
contributions constitute liquidated damages for enroliing
an ineligible emplovee.

C. The departmeni may exciude from coverage for a
period of three yvears any employee (and dependent) who
is found by the department to have enrolled in the health
benefits program through fraud, deceif or
misrepresentation a dependent who is noleligible for the
program. A signed enrollment form shall be deemed prima
facte evidence of misrepresentation.

D. The department may refuse, notwithstanding arny
agreement or assignment from a. participant or third
party, to make a payment on behalf of a participant for
covered services to a provider of care Who has besn
determined by the department to be abusing or defrauding
the program. A patiern of billing for services noi
rendered, misrepresenting the complexity or length of the
procedures or services actually remdered, or similar abuses
shall compel the department fto make such a
determination. For the purposes of this section, a
“pattern” constitutes a number of instances over a period
of at least three months which are so similar as to
suggest that the abuse is present (n 5.0% or more of the
services or procedures billed,

E. In the event the financial reserves of the program
fall to an unacceptably low level as determined by the
department, it shall have the authority to secure from the
State Treasurer a loan sufficient to raise the reserve level
to one which is considered adequate. Pursuant to §
2.1-20.1:02 D of the Code of Virginia the State Treasurer
is authorized to make such a loan, to be made on such
terms and conditions as established by him.

PART 1.
LOCAL EMPLOYER PARTICIPATION.

§ 3.1 Eligible employers.

Pursuant to § 2.1-20.1:02 of the Code of Virginia, local
employers may, by making proper application and
complying with these regulations, participaie In the health
benefits program.
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§ 3.2. Entrance into the health benefits program.

Any local employver desiring fo parlicipate in the health
benefits program shall complete an employer application
provided by the department and execute an adoption
agreement acknowledging the rights, duties and
responsibilities of the department and the local employer.

As a condition of participation, the department may
require the local emplover to complete the application in
its eniirety and deliver il to the depariment no less than
120 days prior to the effective date of coverage under the
health benefits program. The application shall include the
designation of a local administrator and include a list of
other individuals whose responsibilities may be such that
the depariment may have cause fo contact them.

The application of a local emplover may be withdrawn
without penalty any time within the first 60 days after
submission. Thereafter, the department may levy a
processing charge not fo exceed $500 to cover the cost of
processing the application.

Except in unusual circumstances to be determined by
the department, neither evidence of insurability nor the
completion of any required waiting periods will be
required of emplovees of local emplovers joining the
program «aif the time of a local employer's Initial
pariicipation. Waiting periods will apply to employees
with fewer than 12 months’ service if the local employer,
al aqny time during the 12 months prior to the inttial
application to join the program, had a waiting period or
required proof of insurability in any of the health plans
offered through the emplover to its emplovees by payroll
deduction or salary reduction, even if the employer made
rno contribution.

Local employers may include in the program their
active emplovees, or their active emplovees and their
retirees. Local emplovers may not elect to cover only
retirees. The local emplover’s qualified beneficiaries under
COBRA may also participate in the program.

§ 3.3. Payment of contributions.
A. Contributions due.

ft is the sole responsibility of the local emplover to
remit local employer and local employvee contributions to
the department or its designee. The local employer Is
responsible for remitting such contributions for both
active and retired employees. Health benefits program
corniributions are to be made monthly, in advance, and
are due at the department on the first of each month. If
the first day of the month falls on a weekend or holiday,
the payment is due al the department on the first
business day of the month.

B. Nonpayment of contributions.

A I0davy grace period for (the nonpayment of

contributions Is hereby provided. If the full and complete
payment of contributions is not received by the I0th of
the month, a notice will be sent fo the local employer by
the department. Additionally, there shall be imposed an
interest penalty of 12% per annum of the outlstanding
balance unpaid as of the 10th.

In the event that payment is nof received by the 20th
of the month, the deparitment shall place a notice of
nonpayment of contributions in a newspaper of general
circulation in the locality of the local empioyer notifying
the employees of such local employer that claims incurred
after the end of the current month will not be paid until
all outstanding contributions and interest have been paid.

Furthermore, the department reserves the right fto
collect from a local employver the greater of the monthly
contribution or any amounts incurred for claims during a
period of nonpayment as well as arny other costs related
thereto,

C. Nonpayment as breach.

The nonpayment of contributions by a local employer
shall be considered a breach of the adoplion agreement
and the local emplover may be obligated to pay damages.
In the event that Ihe local employver {ierminates
participation, suck termination can only be prospective
and the emplover shall be obligated to pay the greater of
past contributions or actual claims incurred during such
period and any iInterest and domages tha! may be
associated with such nonpayment.

D. Coverage and coniribution period.

In the event a local employvee should elect to enroll in
the health benefits program in his first month of
employment, such coverage shall begin on the first day of
the month next following commencement of employment.
Should a local employee commence employment on the
Jfirst working day of the month and coverage is elected
within that month, then such coverage shall commence on
the local employee’s date of hire or the first day of the
month of hire, whichever is earlier.

Contributions shall always be for full calendar months.
Local employees who terminate employment within a
calendar month shall have coverage through the end of
the month in which they terminate. In the event that a
terminating local employee becomes covered under an
accident or health plan of another employer prior to the
end of the month in which the local employee ferminates,
the health benefits program shall be a secondary payor fo
the former local employee’s new coverage.

§ 3.4. Enrollment.

The local employer is responsible for providing local
employees with enrollment forms jor participation in the
heaith benefits program. Such forms shall be provided to
the local emplover by the department It is the
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responsibility of the local employer to provide information
fo local employees concerning the benefits offered in each
of the plans comprising the health benefits program at
such time and In such manner that i can be expected
that the local employee can make an informed decision
regarding the tvpes of coverage that are being offered.

The local emplover is responsible for ensuring that
enrollment forms for participation made by local
employees are fully completed on a timely basis, signed
and certified. Thirty davs prior fo the effective date of
coverage the local employer shall forward the emroliment
forms to the department or ifs designee, as may be
appropriate. The depariment shall be responsible to notify
the local emplover as to the location and manner of
delivery of all such local employee enrollment forms.
Further, the local emplover shall be responsible for
reporting any changes in benefit coverage in a manner
similar to the reporting of an initial application with the
department having the abilify to waive the 30-day notice
requirement.

§ 3.5, Minimum local employer contributions.

The department shall require as a condition of local
employer participation in the health benefits program that
a local employer pay a minimum portion of the plan
contribution attributable fo an active local employee’s
coverage. Contributions foward the cost of reliree
coverage are permitied but not reguired. Unless otherwise
specified in a local employer's adoption agreement,
participating local employers shall contribute as a
condition of participation the following percentages of
total required plan contributions on behalf of active
participating employees:

Contribution
Percentage
Attributable to

Minimum Local
Employer Contributions

In Years Single Additional Coverage
1990 - 1991 509 10%
1991 - 1992 60% 20%
1992 - 1993 70% 30%
1993 - 1994 80% 40%
1994 - 1895 80% 509

For example, in the 1390 - 1991 plan year, a local
emplover would contribute, af a minimum, 50% of a
single employees’s membership. If an employvee elects dual
or jamily membership, a local employver would coniribute,
at a minimum, 50% of the single cost and 10% of any
additional costs.

Local emplavers allowing pari-fime emplovees (o
participate in the program must contribute a minimum of
50% of these amounts on behalf of their participating
pari-time emplovees. For example, in the 1990-1981 plan
year, a local emplover would contribute, at a minimum,
25% of a single employee’s membership and, if applicable,
5.0% of any additional cost of dual or family membership,

Pursuant to § 3.5, gmounts conlributed on behalf of an
employvee who has requested a reduction in salary
pursuarnt to a plan qualified under § 125 of the Internai
Revenue Code will nol be counted as an employer
contribution.

§ 3.6. Selection of plans.

Local emplovers electing lo participate in the health
benefits program must, as a condifion of participation,
agree to offer exclusively one or more plans constituting
such program. Notwithstanding the above, a local
employer, with the approval of the department may offer
another accident or health plan provided that such other
plan does not duplicate the coverage offered by fthe health
benefits program. Such permission shall not be
unreasonably withheld,

Local employers participating in the Fheallh benefits
program who desire fo offer a healih maintenance
organization (HMO) must offer the HMOs included in the
health benefits program and only those HMOs.

§ 3.7, Commencement of local employer participation

Local employers may join imitially at any ftime upon the
timely submission of an employver application, bul,
thereafter, renewals must be as of July I of each year.
Initial participation by a local employer af any time other
than on July I shall be for the short year ending on the
June 30 following initial participation.

There shall be no specified time for local emploves
enrollment coincident with the local emplover’s inifial
participation in the health benmefits program provided the
department or its designee shall have knowledge of the
local employee elections at least 30 days prior to the
effective date of coverage. Thereaffer the open enrollmerni
period for local employees shall take place during ihe
month of April of eack year with the effeciive date of
coverage then being July 1 of such year.

§ 2.8. Reparticipation of local employers.

Local employers having withdrawn from the heaith
benefits program may reenter fthe program only with the
consent of the department, and ownly on the Jjuly I
Jollowing the [Iimely submission of arn emplover
application. Normally, employees of local emplovers
seeking reparticipation will be required o furnish evidence
of insurability or to serve a waiting period, whichever the
depariment requires. ’

Department consent shall not be granied wunti all
pending contributions, penalfies and other assessmenis
have been paid by a local employer and there is no
outstanding litigation pending between the department
and the local employer. A pending appeal will not
prohibit a local employer from reparticipating in the
health benefits prograr.

Vol. 6, Issue 6

Monday, December 18, 1983

867



Proposed Regulations

§ 38 Ceasing participation n the health benefits

program.

A local employer who desires to ferminate participation
in the health benefits program may do so at any fime, as
of the last day of any calendar month, with 90 days
notice to the department. The locel employer shall be
obligated fo pay any and all contributions otherwise
required through the date of termination of parlicipation
and interest related thereto. Additionally, a terminating
local employer shall be responsible for any adverse
experience adiustment which may apply with respect fo
the year terminalion occurred and any prior yvear within
which the terminating local employer participated in the
prograr.

Upon the local employer’s cessation of participation in
the program, all of the local employers’ participanis,
including  retirees, dependents of retirees and COBRA
beneficiaries will cease to be covered under the program.

§ 2.10. Compliance.

The depariment shall oversee the local employers and
state agencies and shall assist the employees thereof I
the pursuit of all rights and benefits. The depariment
shall hold the emplovee harmless for the errors of the
local empiovers and state agencies, charging the cost of
such errors, where applicable, to the local employer or
state agency.

Nothing in these reguiations shall affect the rights of
any local employee to bring a cause of action against a
local employer for action taken hereunder with respect fo
such local employer's willful disregard of these regulations.
In the event a local employee brings a cause of action
against the depariment due to a local employer's willful
disregard for the reguiremenis of these regtlations, the
local employver as a condition of initial participation in
the program shall reimburse the department for amy such
settlement required by a court of law.

PART iV
EMPLOYEE PARTICIPATION.

§ 4.1, Eligible employees.
A, State emplovees.

Only full-time salaried, classified employees and faculty
are eligible Jor membership in the health benefiis
program. A state employee Is one wWho receives a salaried
paycheck from the Commonwealih. Certain  full-time
employees tn auxiiary enterprises (such as food services,
bookstores, laundry services, elc) ab the University of
Virginta, Virginia Milifary Institute and the College of
William and Mary are also considered state employees
even though they do not receive a salaried state
paycheck. The Athletic Department of Virginia Polytechnic
Institute and State University is a local auxiliary whose
members are eligible for the program.

Medical College of Virginia house staff members are
eligible for the program as long as they are on the stale
pavroll and remain Iin the program with pavroll
deductions for farily membership even if they rotate to
the Veterans’ Administration Hospital or other acufe care
Jacility.

A full-time salaried employee is one who is scheduled fo
work af least 40 hours per week or carries a facully
feaching load considered fo be full time af his institution.

A salaried employee is one who receives a payvcheck no
more often than biweekly and who is not paid on an
hourly basis,

A classified position includes employees who are Jully
covered by the Virginia Personnel Act, employees excluded
from the Virginia Personmel Act by § 2.1-116/16) of the
Virginia Code, and employees on a resiricled appoiniment.
A restricted appoiniment Is a classified appointment to a
position that s furnded at least 0% from gifts, grants,
donations, or other sources that are not identifiable as
continuing in nature. An emplovee on a restricted
appoiniment must receive a state paycheck in order to be
eligible.

B. Local employees.

L Fulltime employees. Fulltime employees of
participating local emplovers are eligible to participate
in the program. A fulllime emplovee is one who
meets the definition set forth By the local emplover in
the employer application.

2. Pari-time emplovees. Some or all classifications of
pari-time employees of local employers may
participate in the plan if the local emplover elects.
The conditions of participation for these employees
skall be decided by the local emplover. However, all
part-time emplovees in the same classification shall be
treated similarly. In the eveni of a leave of absence
without pay. the local employer shall not be obligated
fo continue coniributions toward coverage. The
department reserves the right fo establish a separate
plan for part-time employees.

C. Unavailubility of employer-sponsored coverage.

Employvees, officers and teachers without access fo
employer-sponsored health care coverage may parficipate
in the plan. The employvers of such employees, officers and
teachkers must apply for participation and certify that
other emplover-sponsored health care coverage is not
availuble. The employers shall collect contributions from
such individuals and timely remit them to the depariment
or its designee, act as a chanrel of communication with
the covered emplovee and otherwise assist the department
as may be necessary. The employer shall act as fiduciary
with respect to such contributions and shall be responsible
for amy interest or other charges imposed by the
department in accordance with these regulations.
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Local emplovees living outside the service area of the
plan  offered by their local employer shall not be
considered as local employees whose local emplovers do
not offer a health benefits plan. For example, a local
employee who Zlives in North Carolina and works in
Virginia may Ive ouiside the service area of the HMO
offered by his employer; however, he may not join the
program individually.

Emplover sponsorship of a heaith berefits plan will be
broadly construed. For example, an emplover will be
deerned to sponsor health care coverage for purposes of
this section and § 3.5 if it utilizes § 125 of the Infernal
Revenue Code or any similar provision to allow
employees, officers or teachers to contribute their portion
of the health care coniribution on a pretax basis.

Individual employees and dependents who are eligible to
join the program under the provisions of this subsection
must meet all of the eligibility requirernents pertfaining to
state employees excepi the identity of the employer.

D. Retirees. Retirees are nol eligible for coverage
outside of the one-time opportunity provided in this
section.

Retirees who are over age 65 or are otherwise covered
or eligible for Medicare may enroli In certain plans as
determined by the depariment provided that they apply
for such coverage within 31 days of their separation from
active service for retirement. Medicare will be the primarv
payer and the program shall serve as @ supplement fo
Medicare’s coverage.

Retirees who are ineligible for Medicare must apply for
coverage within 31 days of their separation from active
service for retirement. In order fo receive coverage, the
individual must have been covered under the program at
the fime of separation from service and be 55 years of
age with [0 years of service with a participating
employer.

E. Dependents.

1. The following family members may be covered if
the employee elects.

a. The employee’s spouse;

b. The empioyee's unmarried natural or legaily
adopted childrer;

¢. Unmarried stepchildren Iiving with the employee
in a parent-child relationship and dependent on the
emplovee for federal tax purposes;

d. Other children on an exception basis. Generally,
an exception will not be granted unless:

(1) A court orders the eligible employee lo assume
permanent custody of the child, and

(2} Both of the child’s natural parents are deceased,
missing or [ncarcerated.

Local employers and stale agencies do not have the
authority to grant exceptions. If the circumstances
appear to meel the crileria, the facts of the case
must be sent in writing fo the department for a
determination.

Minor children who are adopled, regardiess of
relationship to the state employvee, enjoy the same
benefits as natural children. Natural or adopied
children who are otherwise eligible for coverage
may be covered By the employee whether or not
they live with the emplovee.

Children of the spouse of an eligible employee may
not be covered as a dependent in the heclth
benefits program unless they live with the emplovee
and meet the criteria for family membership, as
given in previous paragraphs.

A child who is selfsupporting is ineligible o be
covered under the employee’s farnily membership. A
child who is otherwise eligible fo be covered By
Samily membership may be covered uniil such time
as they become self-supporting.

Coverage for a dependent child stops at the end of
the month in which the child marries.

e. Spectal rules.

(1) There are certain calegories of persons who may
not be covered as dependents under the program.
These include: dependent siblings, grandchildren,
nieces, nephews, and most other children except
Where the criteria for “other children” vre satisfied
(see § 4.1 (e¥iv). Parents, grandparents, aunts and
uncles are not dligible for coverage regardless of
dependency status.

(2) Under the basic plan and alternative heallh
benefits plans, eligible children may be covered to
the end of the year in wWhick they furn age 19 if
not a full-time student. Children who are full-iyme
students may be covered fo the end of the monih
in which they turn 23, or cease lo be full-fime
Students, whichever occurs first. Children may be
covered regardless of the age If incapable of
self-support because of a severe physical or menial
handicap which was diagnosed while coverage was
in force. An application for continued coverage for
a disabled child is required within 31 dayvs of the
child’s age attainment (ahove) to mainiain coverage
(see § 4.2.}

(3) Under the PPO glternaiive plans), eligible
children may be covered fo the end of the monih
in which they turn age 23, regardless of student
status, if the child Hves af home and i[5 not
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self-supporting. Living at home Is characteristic of
the child who is not selfsupporting. In the case of
natural or adopted children, living at home may
mean living with the other parent. Also, a child
who Is away al schoo! may be covered. Children
may be covered regardless of age if incapable of
self-support because of a severe physical or mental
handicap which was diaggnosed while coverage was
in force. An application for continued coverage for
a disabled child is required within 31 days of the
child’s age altainment (above) fo maintain coverage
(see § 4.2.)

§ 4.2, Enrollment form.

No coverage is available unless an employee files an
enrollment form. No changes in. coverage are effective
unless an employee files an enrollment form. Employees
alone are responsible for knowing when an enroliment
form is required, for compleling the enrollment form, and
for certifving that the Information contained therein is
complete and true.

The employer s responsible for checking that the
employvee fills in the form completely and accurately. The
employer will certify each enrollment form in the space
provided on the form.

The effective date of coverage shall be determined from
the date the application is stamped as received by a
designee of the department.

§ 4.3. Payment of coniributions.

Active empioyees shall pay their portion, if any, of
contributions through payroll deduclion.

State retirees who retired prior to January I, 1990, will
have their contributions deducted from VSRS or other
retirement system. If the refirement pavment is not
sufficient to pay the entire contribution, they may pay
their contributions directly to the deparfment’s designee.
State refirees retiring after January 1, 1990, shall have
their contributions deducted from benefits payable from
the Virginia Supplemental Retirement Sysiem (VSRS) or
other retirement system. If the payvment is not made by
the retirernent plan, the retirees may make payvment
directly to the department’s designee. There will be an
administrative fee of $10 per bill for direct payment. Such
fee may be waived by the department if payment is made
monthly by bank draft.

Relired employees of local employers shall pay
contributions by either of iwo methods. The retired
employee may authorize contributions to be deducted
from the retiree’s pension payment, whether it be through
the VSRS or otherwise. Alfernatively, if the employer so
provides, the retiree may pay his contribution to the
employer who shall be responsible for remitling (the
contributions fo the department.

§ 4.4. Membership.
A. Type of membership.

Participants have a choice of three types of membership
under the program.

1. Single femployee only). If a participant chooses
emplovee only membership, the health bengfits
program does not cover the emplovee’s dependents
(spouse or children). A woman with single membership
under the program does have mafernily coverage.
However, the newborn child is covered only for
routine hospital nursery care, unless the mother
changes to dual or family membership;

2. Dual femplovee and one eligible dependent); and
eligible

3. Family membership (employee and
dependents).

B. Changing type of membership.

Employees may change from family or dual membership
to single membership at any time subjeci to § 4.6 A of
these regulations. Also, employees may change from
family to dual membership at any time subject to § 4.6 A.

The change from single fo dual or family membership
or the change from dual to family membership may be
made only at the following times:

1. Within 31 days of employmeni;

2. Within 31 davs of return from a leave without pay,
but only if all coverage or dual or family membership
was dropped during the leave;

3. During the open enrollment period, or

4. Within 31 days of a change in eligibility status. If
a change in eligibility status occurs during a leave
without pay, dual or family membership may be
elected within 31 days of refurning from the leave;
and

. Infrequently, an emplovee is hired from a foreign
country and the spouse or eligible children remain for
a period of time in that country. The emplovee may
enroll in single membership initially and submit an
application for dual or family membership within 31
days of the family’s arrival in this country. Coverage
will be effective the first of the month after the
Jamily’s arrival,

If the change is jfrom single to dual or family
membership because of a change in eligibility status, the
employee must certify on the application the fype of
status change and the date of the change.

§ 4.5, Choice of plans.
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During the annual open enrollment period, state
emplovees eligible to participate in the health benefits
program have a choice of enrolling in any plan offered by
their emplover, which may often include the basic plan or
an  aiternative health benefits plan offered by the
department. To be eligible for membership in the health
benefits program, the emplpyee or retiree must live within
the service area of the particular plan.

Emplovees of other participating emplovers have a
choice of enrclling in the plans offered by their respective
employers.

An application will not be accepted oulside of open
enrollment except for an employee whose employment
status or personal status changes in specified ways as
addressed in the Health Insurance Manual published by
the depariment.

The emplover’s conmitribution ftoward coverage, if any,
shall be determined By the employer except with respect
lo the minimum contribution rate applicable to local
emplovers.

§ 4.6. Effective date of coverage.
A. General.

Coverage and changes in coverage or membership are
generally prospective, effective on the first day of the
month following the month in which the enrollment form
is received by the department’s designee.

B. Daie coverage begins.

Coverage begins on the first day of the first full rmonth
of employment if the employee’s application for coverage
Is received within 31 days of employment. Employees who
begin work on the first working day of the month are
considered emploved effective the first of the month.
Coverage will not be available fo the new emplovee
unless the employee is on the payroll for a minimum of
16 calendar days.

C. Exceptions.

The department may allow coverage lo commence on
an eariler date in [limited circumstances When prior
coverage is unavaiable, for example, a new employee
who has moved out of the service area of an HMO.

D. Eligibility changes.

In the event of an eligibility change as addressed under
§ 4.4 B, coverage may be refroactive lo the date of the
event provided an application for the change is submitied
to the department’s designee within 31 days of the event.
§ 4.7. Leaves of absence,

A. Leave of absence with full pay.

As long as an emplovee is still receiving full pay, health
benefits coverage confinues automatically with the
employer making ifs contribution. Nothing musi be done
fo maintain coverage.

Local employers are not required fo coniribute ioward
coverage for any part-iime emplovee granted any lype of
leave of absence.

B. Educational leave - full or partial pay.

An official educational leave is a leave for educational
reasons with partial or full pay maintained for the leave,
nof for work rendered. It is possible fo mainiain health
coverage on an educational leave evenn when less tham full
pay is given provided that at least half pay is given.
Coverage may continue for the duraiion of the leave up
to 24 months. The employer's contribution continues,

C. Leave of absence without pay.

Coverage with the employer contribution corntinues fo
the end of the month in which the leave without pay
begins provided the first day of the leave is after the first
work day of the month. If the leave without pay begins
on or before the first work day of the month, coverage
with the employer conlribution ceases on ithe first
calendar day of that monih.

If the person returns from leave the following month
and works at least half of the work days in the month,
coverage will be continuous.

If the leave without pay extends beyond the end of the
month when coverage would cease, i is possible for an
emplovee fo mainiain coverage (except on a military
leave). Arrangements fo continue coverage musi be made
with the employer. Emplovees should contact their
benefits administrator for more information.

Employees who do not want to conltinue coverage will
be asked to sign a waiver.

The conditions under which coverage may continue, the
length of lime coverage may extend while on leave
without pay and whether the employer conriribuiion
continves are set forth in the Health Insurance Manual
published by the department.

D. Changing coverage while on leave.

Coverage changes may be made while on leave in the
same manner that changes may be made Wwhile actively
employed. The same procedures and rules apply.

An employee enrolied in an alternative health bernefits
plan Whao moves out of the plan’s service area while on a
leave of absence may change to another plan cffered by
the depariment in his new location by filing an
appiication within 31 days of the date of the move. The
employee may change back to an allernative health
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benefits plarn within 31 days of returning to the plan’s
service area. A new application must be completed.

E. Returning from leave without pay.

1. Employvees who have maintained coverage while on
leave without pay. If the emplovee has maintained
coverage while on leave, the emplovee’s coverage in
the health benefits program (with the emplover
making its contribution) will begin on the first of the
month in which the employee returns fo work if he
works ai least half of the working days in the month.
It is not necessary for the emplovee to file a new
application form.

Employees may change from single te dual or family
membership within 31 days of returning from leave
without pay if the employee dropped dual or family
membership during the leave or [f there was a
change in eligibility status during the leave. A new
application form must be filed. In the case of an
eligibility status change, the effective date would
follow the rule on iritiating dual or family
membership at the time of the particular eligibility
status change.

2. Employees who have not maintained coverage
while on leave without pay. Employvees who have not
maintained coverage while on leave will be trealed in
the same manner as new employees:

a. It shall be necessary o file a new enroliment
form to receive coverage. The enrollment form shall
indicate the date the employvee returned to work as
the date that the emplovee’s continuous full-time
employment commenced. If the employee remained
continuously eligible, waiting periods must be
credited accordingly. Family members will have to
serve new wailing periods as prescribed in § 411
of these regulations.

b. The employee has
membership and pian.

a choice of itype of

¢. The usual deadlines for filing apply. Coverage
begins according to the rules and procedures for
new employees.

3. Employees refurning from military leave for active
service. Employees returning from military leave of
six months or more have the same choice of coverage
as a new emplovee. If the employee returning from a
military leave applies for coverage within 31 days of
discharge, the coverage will begin on either the first
day of the month of discharge or the first of the

Jollowing rmonth, whichever is necessary to effect
continuous coverage. If the employee chooses a plan
with waiting periods, the employee should be given
credit foward the waiting periods for the amount of
time on military leave. Dependents also are credited ff
they were covered under the state program prior to

the leave.

4. Employees returning from leave in a country with
national health coverage. These emplovees must apply
for coverage within 3! days of returning to the
Urited States to have waiting periods credited and lo
have a choice of effective dates. The effective date for
coverage will be the first of the month that the
person refurned to the United States or the first of
the following month, whichever is necessary fo effect
continuous coverage.

5. Taking a second leave without pay. If an employee
returns from a leave without pay and works full-iime
for at least one full month before taking another
leave without pay, the second leave will be treated as
a new leave.

If there is less than one month of fulltime
empioyment befween leaves without pay, the leaves
will be lreated as one, regardless of the tvpes of
leave. The length of time that coverage may be
continued will depend on the current type of leave.

§ 4.8. Termination of coverage.

Coverage ends at the end of the month in which an
employee lterminates the employment relationship,
otherwise loses group eligibiity, or on the last day of the
month for which premiums are paid.

Coverage ends on the date of a participant’'s death.

In the evenl that an employee on leave without pay
notifies the employer that he is terminating employment,
coverage ends on the lust day of the month in which the
leave without pay ceases.

§ 4.9. Termination of emplovment.

Coverage continues to the end of the month in which
an employee terminates. Each terminating employee may
elect continuation of coverage pursuant to Internal
Revenue Code section 4980B and accompanying
regulations.

Terminating emplovees also have the option of
converting {o a non-group policy. The carrier will send
the employee a letter offering nom-group coverage. The
emplovee will have 30 days after the date of the letter fo
reply in order for coverage fo be conlinuous.

§ 4.10. Suspension and reinstatement.
A. General.

Coverage generally coniinues through the end of the
month in which the suspension began. However, if the
suspernsion was effective on or before the first work day
of the month, there will be no coverage for that month
unless the employee is reinstated in time to work half of
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the work davs in the monthk. For example, if a suspension
is effective on April 19, the employee will have coverage
through the end of April. If the suspension is effective
April 1, the emplovee will have no coverage in April. By
the same foken, if the suspension is effective April 2 and
the emplovee’s first work day in April is April 3, the
employee will noi have coverage in April. If the emplovee
Is reinstated in time fo work half of the work days in the
following month, there Will be continuous coverage.

I the employee is suspended pending court action or
pending an official investigation, the suspension may go
beyond ome pay peried. In these cases, coverage will
cortinue to the end of the month in which the suspension
began. If the employee is reinstated in time to work half
of the work days of the following month, there would be
no bregh in coverage. Suspension beyond that period
should be handled in the same way as a leave without
pay with no employer coniribution. The employee may
remain in the group By paying monthly contributions to
the emplover in advance. Group coverage may continue
until o court decision is issued or the official investigation
is completed, or up to a period of 12 months, whichever
is less.

If the employee is reinstated with back benefits, the
emplover should refund the employvee the amount of the
employver contribution during the period the employee
paid the full premium. Single membership should be
reinstated refroactive to the dafe the employee was
removed from the group up to a Iimit of three months.
Retroactive dual or family membership will be available
up to a maximum period of three months. Appropriate
contributions must be made fo cover the retroactive
period. Alternatively, the famnily membership may begin
the first full month of reinstatemeni if the employee
applies within 31 days of remstatement. If there s a lapse
in dual or family membership, waiting periods, where
applicable, will be in jorce on dependent coverage unless
the reinstated employvee chooses the Gthree months’
refroactive family coverage.

B, Termination and grievance reinstatement.

Employees who are lerminated and file a- grievance
shall be treated as ferminated employees and may elect
extended coverage or nongroup coverage. In the event
such an employvee s reinstated with back pay, they will
be given single membersiup refroactive up lo three
meonths. Retroactive dual or family membership will be
available up fo a maximum period of three months.
Appropriate contributions must be made o cover the
pericd,

If the employvee is reinstated without full back pay, no
retroactive coverage 1s available, and both the reinstated
employee and the dependenis must serve wailing periods,
unless the reinstatement order specifically addresses health
benefits.

§ 411, Waiting periods.

A. General.

With the exceplion of coverage under HMO's, waiting
periods apply for certain services and preexisting
conditions.

There is a l2month waiting period for the following
services:

1. Hernias of any type or location,

2. Tonsil or adenoid operations;

3. Sterilizations;

4. Tuberculosis;

5. Aequired Immune Deficiency Syndrome;

6. FElective surgical services. This is nonemergency
surgery. “Elective” means that the surgery can safely
be postponed for 72 hours.

7. Preexisting conditions (the wailing period also
applies to complications or increases in severity of
the preexisting condition).

8. Twelve-month waiting period for major medical
services.

There is also a 12-month waiting period for services
paid for under the major medical provisions of the plans
or under the comprehensive plan. This waiting period
begins on the participant’s effective date. However, this
waiting period is only for preexisting conditions and there
is one exception. After 90 consecutive days during which
the participant has not recerved any Hhealth care services
or supplies for a preexisting condition, major medical
services for that preexisting condition will be covered. The
S0-day period may begin before the participant's effective
date of coverage but must end on or afier the
participant’s effective date.

C. Preexisting conditions.

These waiting periods do not apply fo a participant’s
child who has been covered under the program since
birth.

Participants will not be required fo serve wailing
periods If enrolling under the program directly from an
HMO in which the participant is enrolled as a state or
local employee or as a spouse or dependent of a state or
local employee.

Dependents of reinstafed employees may noi have fo.
serve waiting periods if the employee elecis retroactive
coverage in accordance with § 4.10 A.

§ 4.12. Coordination of benefits.
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A. General

All covered services a participant receives are subject to
this section. If a participeni is eligible for coverage under
twa or more health plans (as defined below), benefits wili
be coordingted fo avoid dupficate payments. The health
plans involved will share the responsibility for benefits
according to the priority rules listed below. Except as
otherwise provided, benefils under this section will not be
increased by virtue of this section.

B. Special rules.

The following rules apply when participants have a
claim for a coordinated service:

1. If the other health plan does contain a
coordination of benefits provision of similar purpose
fo the one in this section, the following will apply in
the order of priority listed:

a. Primary coverage will be the health plan which
lists the person receiving services as the
participant, not as a dependent,

b. Primary coverage for an enrofled child will be
the health pian which [lists the parent whose monih
and day of birth occurs earliest in the calendar
yvear as a participant, excepl in the following
circumstances.

(1) When the parents are separatfed or divorced and
the pareni with custody of the child has not
remarried. Primary coverage will be the health plan
which covers the child as a dependent of the
parent with custody.

(2) When the parenls are divorced and the parent
with custody of the child has remarried, primary
coverage will be the health plan which covers the
child as @ dependent of the parent with custody. In
this case, the health plan of the husband or wife of
the remarried parent with custody may provide
primary coverage if the remarried parent with
custody does not have a health plan which covers
the child,

¢. Notwithstanding subdivisions (I) and (2) of this §
412 B 1 b, If there is a court order which requires
one parent to provide medical or hospital coverage
Jor the child, primary coverage will be that parent’s
health plan.

2. If subdivisions a and b of this § 412 B [ do not
apply, primary coverage will be the health plan which
has covered the participant for the longest
uninterrupted period of time, except when both health
plans have the same priorily rules for retired or
laid-off employees. In this case, primary coverage will
be the health plan which covers the participant as a
working employee or dependent of a working

employee. Secondary coverage will be the health plan
whick covers the participant as a retired or laid-off
emplovee or dependent of such an employee.

3. If ¢ heclth plan does not have u coordination of
benefits provision of similar purpose fo the one in
this article, that health plarn will be the primary
coverage.

C. Payment of coordinated benefits.

1. At the option of the health plan, payments may be
made lo arnvome who paid for coordinated services
received. These benefit paymenis by the health plan
are ones which normally would have been rmade to
the participant or on his behalf to a covered facility
or provider. The benefit payments made by the health
plan will satisfy the obligation of the heaith plan for
covered services.

2. A participant Is required to notify the health plan
that he is enrolled under another health plan. The
health pian is not required to investigate fo determine
whether or not a participant is covered by arother
health plan. The health plan will determine
coordinated services when the health plan is made
aware of enrollment under anocther heaith plan.

D. Right of recovery.

L. If the health plan provided primary coverage and
discovers later that it should have provided secondary
coverage, the heaith plan has the right to recover any
excess payment from amny person or organizZation,
including the participant. If the plan requests a
refund, it will send a written notice to the
participant,

2 If excess benefit paymenis are rmade, the
pariicipant must cooperate with the plan in exercising
its right of recovery.

E. Right to receive and release necessary information.

1. As a condition of coverage under the program, the
participant 15 obligated fo supply the health plan the
information needed fo administer this section. This
must be done before the participant Is entitled fo
recerve benefifs under this section.

2. The health plan has the right fo oblain or release
information about covered services or benefits
received. This right will be used when working with
another person or organization o setfle payments for
coordinated services. Prior comsent of the participant
is not required,

F. Definitions.

These definitions are added fo those set forth in § 1.2
of these regulations:
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1. Health plan.

a. A plan or program offering benefits for, or as a
result of, any type of health care service is
considered a health plan when It is

(1) Group or blanket insurance (including school
imsurance programs)

(2) Blue Cross, Blue Shield, group practice (including
HMOs and PPOs), individual practice (IPAs), or any
other prepayment arrangement (including this
program) when:

{a) An emplover contribufes any portion of the
premiumn or

(b) An employer comiracts for the group coverage
on behalf of employees, or

(3} Is any labor-management (trusiee plan, union
welfare plan, employer organization plan, or
emplovee benefit organization plan.

b, The term health plan refers to each plan or
program separately. It also refers to any portion of
a plan or program which reserves the right to take
fnte account bengfiis of other health plans when
deterrmining 1is own benefits. If a heallth plan has a
coordinalion of benefits provision which applies io
only part of its services, the terms of this section
will be applied separately fo that part and to any
otker part.

¢c. A prepaid health care services contract or
accident or health plan meeting all the jfollowing
conditions is nol a health plan:

(1) One thai Is individually underwritten;
(2) One that is individually issued;

{3} One that provides only for accident and sichness
bernefits; and

(4) One that is paid for entirely by the subscriber.

A coniract or policy of the Iype described in
subdivision ¢ of this § 4.12 F 1 is not subject fo
coordination of benefits.

2. Coordinated service. This is a health care service
or supply covered under both the program and
another health plan. The coordinated service will be
provided under the program only to the extent it is
not excluded or Iimiled in this benefils section.

3. Primary coverage. This means the health plan
which will provide benefits first. It does not matler
whether or not a claim has been filed for benefits
with the primary health plan.

4. Secondary coverage. This is the health plan under
which the benefits may be reduced to prevent
duplicate or overlapping coverage.

§ 4.13. Claims.

Claims must be filed no later than the end of the
calendar year after the year in which the claim is
incurred, Claims not filed in a timely fashion will not be
considered.

PART V.
BENEFITS PLANS.

§ 5.1. Basic pian.

The department provides a medical and hospitalization
plan (the “basic pian”). This plan is available fo eligible
participants wherever they reside. The coverage is divided
inte two major parts:

Hospital and physician coverage - pays for covered
hospital expenses; pays for covered doctor’s care and
other medical services up to the usual, customary dand
reasonable allowance (UCR).

Major Medical - supplements the basic plan with a
lifetime maximum jor services such as local
ambulance services, private duly nursing, amnd other
services. Major medical payments for covered services
are made subject lo a deductible and coinsurance.
When a participant's covered expenses exceed a

specified amount in a calendar year, major medical
pavs 100% UCR for the balance of the calendar vear.
This 100% pavment does nof apply fo outpatient
mental and nervous services. Emplovees are also
eligible for an outpatient prescription drug program.

§ 5.2, Alternative health benefit plans.

The department also offers several health maintenance
organization and preferred provider organization plans
which are available to participants residing in the service
area of the HMQ or PPO. The HMOs and PFQs offered
on the effective date of these regulations are:

KeyCare Plus Dental Health Benefits Plan;

Cost Awareness Plus Dental Health Benefits Plan;
Kaiser Permanente Health Benefits Plan;
Partners Health Benefits Plan;

PruCare Health Benefits Plan,

Equicor Health Benefits Plan,

Sentara Heaith Benefits Plan,

Medicare Complemnentary Plan (Option I);
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Medicare Suppiemental Plan (Option II);

Accidental Death and Dismemberment Insurance
(through the Virginia Supplemental Retirement
System); and

State Emplovee Assistance Service.

The department reserves the right to add or delete any
alternative health benefits plan or modify the terms and
conditions of existing plans without modifving these
regulations.

§ 5.3. Benefits coverage.

Interpretations of covered services will be made in the
Jollowing manner, listed in order of priority:

1. The contract documents, including the request for
proposai;

2. Member handbooks;
3. The interpretation of the depariment;
4. The interpretation of the depariment’s contractors;

The benefit provisions of the contract documents are
contained in the contract booklets or member
handbooks distributed teo employees by their benefits
administrators.

The benefits administrators have copies of the
contract booklets and member handbooks for all plans
offered by that emplover. By appointment, any
employee or citizen may inspect the entire contracls)
at the offices of the depariment.

Any employee or citizen may obtain coples of the
contracl(s) by writing to the department, describing as
precisely as possible the document(s) requested, and
promising fo pay the cost of collecting, collating,
copying and maiing (first class U.S. postage) the
requested documents.

Based on actual costs for collecting (etc) the
department may charge 30.07 per page, including
blank pages, furnished fo employees or citizens.

§ 5.4 Department discretion.

The department reserves the right to change the plans
offered and benefits provided thereunder at its sole
discretion based upon reasonable market and department
considerations.

Virginia Register of Regulations
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COMMONWEALTH OF VIRGINIA

LOCAL EMPLCYER APPLICATION
FOR CGROUP HEALTE COVERAGE

This Form shall be used by local employers to apply for coverage
under the Health Benefits Program spensored by the Commonwealth
of Virginia.

CURRENTLY IN FORCE COVERAGE SHOULD NOT BE TERMINATED UNTIL THIS
APPLICATION HAS BEEN APPROVED AND ACCEPTED IN WRITING BY THE
COMMONWEALTH OF VIRGINIA.

Date:

I. General Information

1.1 Full name of local employer

Type of group (check both if bhoth are applicable}
Local government School district

1.2 Street Address

City/County Zip code

1.3 Application prepared by

1.4 Telephone number

1.5 Plan administratjon executive correspondent, address and
telephone number

1.6 Plan administration routine correspendent, address and
telephone number

-] -

- (if yes, please define)

applicable enly for employers who offer no health care
coverage to tﬁe*r enployees and whose employees elect to
individually jein the Health Benafits Program.

It is hereby certified that

(the "Employer"} offers no health care plan to emplayees.
?he_E@plnyer will, on behalf of employees who elect to
individually jein the Program, coliect and remit
contributions and assist the Department as necessary.

By:

{These Employers do not need to complete the remaihder of
the form.}

Eligibility Requirements

mmmdwumemewnumfueHuMHWfMauma
enployee coverage in the upcoming year.

Define permanent full-time employees eligible for coverage

Are any permanent full-time empleyees excluded from
eligikility (Y¥Y/N} (if yes, please define}

Are permanent part-time employees eligible {Y/M)

Are temporary employees eligible (Y¥Y/N
aeting) g {Y/N} (if yes, please

suonensay pasedoid
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Are cther employees eligible {Y/N)
define)}

(if yes, please

Please describe any employees spgcifically excluded from
coverage, in addition te those listed in 2.1.B.

Please specify whether the information inm 2.1.A.-F. differs
in any way from the eligibility criteria for the current
year.

Are Retirees to be offered coverage (Y/N} (if yes,
please explain terms and conditions including the definition
of retiree eligibility).

Piease specify whether the information in 2.2z differs in any
way from the eligibility criteria for the current year.

Are Dependents to be offered coverage (Y/N} (if yes,

- please define the eligibility reguirements for

dependent coverage)

Will Employees be required to contribute {either before- tax
or after-tax) to obtain enployee coverage (Y/N) .

(if yes, please explain your current pelicy with regard to
the amounts of employer and employee contributions)

-1 -

Will Employees be reguired to contribute (either before- tax
or after-tax) to obtain dependent coverage (Y/N)

(if yes, please explain your curcent policy with regard to
the amounts of employer and enployee contributions)

Will retirees be required to contribute (either before-tax
or after-tax) to cobtain retiree coverage (Y/N; (if
yes, please explain your current policy with regard to the
amounts of employer and employee contributjons)

Will retirees be required to contribute {either before-tax
or after-tax) to obtain dependent coverage (Y/N)

(If yes, please explain your current policy with regard to
the amounts of employer and retiree cuntributions)

Please indicate below the plans you intend to offer:

Do you plan to offer one of the indemnity plans offareq by

the state? (Y/N) If yes, check the plan you intend
to offer:

Full service
Comprehensive
PFO

Do you plan to offer the HMOs offered by the state in your

area? (¥/N}

Proposed effactive date of participation:

Month Day Year

suone[nday posodoid
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11I. Financial and Statistical Information

please furnish the following information to the extent
available.

1.1 Renewal rataes and nexperience® analysis provided by the
incumbent carriesrs for the past three years.

3.2 Full explanation of any special financial arrangement,
i.e. if holding any reserve funds, provide amount and
three-year history of the fund, or any deficit recovery

agreements in effect.

3.3 A certificate or hooklet outlining the present medical
plan. Please rote any coverage modifications for the past

three years.

3.4 current census information as listed below. -

n separately for each group of

please provide this informatio
es or school

covered employees {local government employe
system employees).
- name and type of plan (indemnity, HMO, etc.}

- employee identification number

- goverage category {active, retiree, COBRA, all other
persons who are not actively at work employees)

- date of birth and gender

+ coverage status (ao coverage, employee only, employee
plus cne dependent, family coverage, etc.}

- job classification (Permanent full-time, Permanent
part-time, temporary, eta.)

two sample formats are attached which you
may use to furnish this information. Chart =1 lists individual
data and Chart #2 which iists summary information. )

For your convenience,

CHART #1

Name of plan

Type of coverage Indemnity HMO PrPC

Covered employees Local govertiment employees
Schoeol system employees

{(For coverage status, use 7 i Y
; , A" for Active emplo n
retired employees, "C" for COBRA, and "on fgr g:::és}R" for

Coverage Job
I.D.#% D.C.B. Sex Status Classificatian

suoijen8oy pasodoig
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CHART #2

Note: If, as asked in gquestion 1.1, this application covers
both local government employees and school system employees,
please provide the information requested separately for each
group.

] i i i ity, HMO or
If yvou maintain more than one medical plan_ (1ndeqm1 B
PPO¥ provide separate information (by copying this ferm) for each
type of coverage.

Hame of plan

Type of coverage Indennity HMO FPO

Local government employees
School system employees

Covered emplcyees

ACTIVE COVERAGE

EXPLOYEE ONLY EMPIOYEE + 1 DEP. FAMILY
AGE RANGE MALE FEMALE MALE FEMALE MALE FEMALE

<30

30-34
35-39
40-44
4549
50-54
55-59%
60-64
64-63
70>

RETIREE COVERAGE

RETIREE + SPOUSE (FAMILY}
AGE RANGE MALE FEMALE MALE FEMALE

RETIREE ONLY

<55

55-5%
60~-64
65-68
70-74
75-79
80+

ADOPTION AGREEMENT
HEALTH BENEFITS PROGRAM

WHEREAS, the Department of Personnel and Training of the Commonwealth of
Virginia (hereinafter referred to as the "Department"), has established the
Health Bemefits Program (hereinafter referred to as the "Pragram") effective

.19 and

WHEREAS, the Governor has approved such Program: and

WHEREAS, pursuant to § 2.1-20.1:02 of the Code of Virginia, local employers
may, by making proper application and complying with the reguiations geverning
the Program, participate in the Program; and

WHEREAS, (hereinafter called
the "Employer”) is eligiblte to participate in the Program and become a party to

.any agreements established to carry out the funding of the Program, and wishes

to adopt said Program for the benefit of its eligible employees, and to hecome
a party to said agreements;

NOW, THEREFORE, by this instrument of writing, effective as of
v 19, the Employer, actipg herein by and through its duly
authorized representatives, hereby adopts the Program for all of its eligible
employees and subscribes to the provisiens of the requiations and all agreements
related therete by and between the Department and any third party, effective
— . 19_, ali in accordance with the following:

{1)  The Employer agrees to comply with the regelations governing the Program
and the duties of Emplayers Set forth therein. These duties fnciude but
are not limited to the following:

Compiete an empioyer application and execute an adeption agreement ;

Remit employer and employee contributions to the Department or jts
designee as set forth in regulations

Provide employees with enroilment forms, process and certify the
same;

Serve as a channe) of communication between the Department and
emp foyees;

Otherwise assfst in administration of the Program as requested by
the fepartment.

12)  The Employer agrees to be bownd Ly atl of the terms, provisions, canditions
and limitations of the Program and any agreements which are pertinent to
any entyty defined as an "Employer” therein, with respect to its empioyees
etigible for participation in the Program, )

suonenday pasodoid
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(4

(6)

(7}

(8)

The Employer agrees that the Department of Personnel and Training shall
act as Plan Adgministrator for the Emplover and its empioyee-participants
under the Program in the same manner in which the Department acts for state
employee-participants.

The Employer agrees to provide 90 days notice to the Department in the
event it wishes to cease participation in the Program. The Employer shall
be obligated to pay any and all contributions otherwise required through
the date of termination and interest related thereto as weil as any adverse
experience adjustment which may apply with respect to the year the
termination occurred.

The Employer understands and agrees that nonpayment of contributiens shal}
be considered a breach of the adoption agreement and the Empiover may be
obligated to pay damages. In the event that the Employer terminates
participation, such termination can only be prospective and the employer
shall he obligated to pay the greater of past contributions or actual
¢laims incurred during such period and any interest and damages that may
be associated with such penpayment. In no event will the Department return
to the Employer contributions made for ineligible emplioyees.

The Employer agrees to furnish from time to time such information with
reference to its employee-participants as may be reguired by the Plan
Administrator.

The Employer agrees to rejmburse the Departmeat for any expenses ar
settiement incurred by the Department as a result of any employee's
bringing a cause of action based on the Empioyer’s disregard of the
regulations or violation of this adoption agreement.

The Effective Date of the Program shall mean in
regard to the Empiocyer and its empioyee-participants.

IN WITHESS HWHEREOF, this agreement has been executed on behalf of the

gmployer, and its sea) hereunto affixed by its duly authorized representatives
on this day of T -

By:

Attest:

- - * * * * *® * * - = * x * *

It is hereby certified that the Employer is eligible to become signatory

:gp‘:‘ti;;e.alth Benefits Program and that its participation in the Program has been

Department of Persaonnel and
Training

By:

Dated;

suonendoy pasodoad
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Commonwealth of Virginia
Health Benefits Plan

Enroliment Application/

Waiver Form

Far active empioyees, retiring/retired empioyees, and for those no longer
eligible for coverage who wish to select Extended Coverage.

PART A — TO WAIVE OR CANCEL COVERAGE

PART © — FAMILY MEMBERSHIP FOR TWC ACTIVE, ELIGIBLE EMPLOYEES

PART B — TO CHANGE MEMBERSHIP OR ENROLL

PART D — APPLICATION

GENERAL
s Ta Enroff or Change
Complete Part 8, and Part D.

= To Waive Enrofinent or Cancel Coverage
Complete Part A,

Active Empleyees

= fyour spouse is aiso eligible 1o enroll as an aclive siate
emplayee and Family Membership is nesced compiete
Part C as well as Parts 8 and D. New employees must be
employed at least 16 calendar days in order to join the
group,

Reiiring’Retired Employess

¢ Your application should be completed three manths
before 1he date of your retirement.
1t you are eligible for a monthly benefil from the Virginia
Supplemental Retirement Systern (VSHS) or Teachers
Insurance and Annuity Associatior/College Retirement
Equities Fund [TIAA/CREF), you are eligible to envoll. You

will have the advantage of group rates and benefits. If your
spousa is an aclive State employee, compare the rate for
retiree coverage with the rate your spouse pays or would
pay for Family Membership,

You make no payment now. After your retiree application is
processed by the pian you have selected. you will be
billed at your home address. You will continue to be billed
by your sstected plan until deductions can be made from
your VSRS retirement check. Deductions for heatth
benefits cannot e made rom your TIAA/CREF
retirement check, so you will continue to receive a bill at
hame,

Employees/Oependents Ko Longer Eligible

= You must use this applicaton if you wish o select
Extended Coverage. The pericd of ime for which you are
cligible for Extended Caverage depends on the event
which gualitied you for this option, You will be respongible
for the entire cost of the plan you select. You will be billed
al your home address after your sefected plan has
processed your application.

Check informaton you hava receved. MO and PPO coverage 1s offered i specific areas. Make sure you select a Plan that is
avallable to you:

State-Wide;
Biue Cross and Blue Shielg Basic Coverage
Biue Cross and Blue Sthield Mechcare Complementary
Caverage Cplion | {ehgible retirees only)
Blue Cross and Blue Shield
Option Il {eligible retirees onty)

State-Wide:
Prelerred Provider Qrganization (PPQ)
KeyCare OR CostAwareness, depending 0n the area

MNorthem Virginia

Heatth Maintenance Qrganizations (HMO);
Kaiser Parmanente
Partrers Heaith flan

Aichmond Metropolitan Area

Heaith Maintenance Orgarwzaticns (HMO):
PruCare
Eguicor

Tidewater {Greater Hampton Roads) Area
Healtth Maintenance COrganwzabions (HMG):
Equicor
Senlara Health Plan

Writa the name of your seiected plan in the space indicated on your Enraliment Application

I AST HAME)

Social Security Number —_— -
Home Address:

Employing Agency

IF RETIRING: Date of Retirement

| do NOT wish lo enroll or o continue enraitmen for myself and my eligible family members in the State Health Benetits Program. | understand
thal | will not have another opportunity to enroll unless | am actively employed by 8 State Agency. | also understand that achve employees may
elect Family Membership only during Open Enroliment or as a resull of an eagbility status change.

Signature Date

H you have elected 1o waive &il rights to enroliment at this time, return ihes form o your Agency Representative.

Print Name Soclat Security Number - -

\FIRST NAMEY o)
I have selecled:

LAST MAMEI

NAME OF PLAN

My iype of Membership will be (check the same box you check on the Application}
0 Single O Farmily O Family Membership for Two Active Employees
WITH MEBICARE (CHECK WITH YOUR AGENCY HEALTH BENEFITS GROUP ADMINISTRATOR TO LEARN IF YOU ARE ELIGIBLE TO
ENROLLY
1 Single—Employee w/Medicars and Dependent with Regular coverage
[ Employee with Reguiar coverage and dependent with Medicare
I Both emplayee and dependent with Medicare

The current monthly cost to me for tha Plan and type of membership | have selected is § , effective (date)

I'want to enrolt I the Siata Health Banefits Prograr. The curment and future cost {if any) of coverage may be deducted Irom my pay check/
refiremant check unti! | notiy the state thal | no longer want coverage by completing Part A of an application. 1 understand that notice of
canceflation does not reflieve me from payment for any month already begun. In addition, if | am eligible for Medicare Part B reimbusement, |
agree to make notification of retirement or termination to my payrot office not less than 30 days before my last working day.

Signalire Date

q I : :
It yau are ¢ligible to paricipale inthe State Health Benefits Plan and your spouse 1s also eligible 10 panicipate. and you need Family
Membership, this seckon MUST be compteted ta gain maximum Stata coninbution loward e plan you have selecied.

HUSBAND WIFE
Name Name

FIRST NAME] X IASTNANE) \FIRST NAME] R [AST HANE]
Social Security Numbar Sozial Sacurity Number

Employing Agency
AGENCY COMPLETES THE FOLLOWING:

1 Raredy certity Ihat ihe employee has been continuously eligibte for | hereby ceruily that Ihe emplayee has been cantinuousty eligitie for
the state Health Benefits Program since the state Heaith Benetits Program since

ldate) {date}

Agency Payrotl Number
Agency Represdntalve’s Signature:

Emplowing Agency
AGENCY COMPLETES THE FOLLOWING,

Agency Payroll Number _______
Agency Representatve s Signature:

Date ol Marrage

Special Reduced Famiy Rate 1s requesled lo begin on (date e ——oe o .

& Spouse paying lor Farmdy Memberstue must read and sign s acknowledgement: | acknowledge ull responsiDidy 1o repay any stata
conrbuhen oad in error on my behalf due 1o my spouse’s iermination of state employment or dvorce, (This spouse should atso complele and
sign PART B

Signature Dale

Deduct ihe cost of coverage liom {check onet 13 Hustiand = Wis

© Spause NOT paymg for Famidy Membersing must read and sign #1s waivar | 4o not want separate coverage of my own. 1 will ba covered by
my spause s Family Mambership. | understand thal | will nothave coverage il my Spouse s Family Membership 51005, Lniess | apgly wahin the
appropnate geadines

Signaturg Date
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ive O Social Security Number
Effective Date:

Name (FIRST NAMEI [0 HAST NAME]
e S I I
Address
Employee Stats icircle one) .
Active  Retired Extended Coverage " o { ]
{ 3 . Home Phone:
Sex; JMale LI Fernale : Sirth date: e -mT- = { Office Phone: { rn [ ——— —

1, | wish to choose the foilowing plan —
T AN HMO. vou agree tothe following when you sign the applicalion:
I[fFlrreo!EMSDEffgae selectad r:quiregs seleclion of a Primary Care Physicw:n :r‘Me‘mcal C‘e:g:.se;fl J:ﬂwg:és:;i::? L ?r:"cavi‘h;ie& ‘Sn s;n:lecla e?l:o
that only servi X 5
selecnan for myssll and enrolled family members and further understarn B ox st | understand tal ah
Physician or Medical Center will be covered, except inan amergency or by prior p .
:;mz:sﬁz-m eymefgency services are provided only within the HMO service area. | further agree 10 pay apphicable copayments.

NAME OF YOUR PRIMARY CARE PHYSICIAN

«ily are now covered by one of the State Heaith Beneits Plans give the nama of the
and your Identit MNumber

2. Current Enrollment: IF you or any member of your fa

plan

3. Dependent Information [Must bs completed to enroil under Farmily Membership} .
[RELATIONSHP CODES: rt-Husband W-Wifs $=5cn D -Daughter 58~ Slepson SB-Slepdaughter O=Cther (attach explanation)

i i . Number |Reiation- | DeperdentOver13 | IF HMO, Name of
Marme linciude fast name |f diferent} moBm?(;g;‘Eyn Soc. Sec. Num v et | Fremany Can phwsician
ey - Crwhd yar

.
Crrar

S S
1

NARRY

|

5. Medicare [nformation (comglets if you or encolled family members are also Medicare beneficianas)
Name
B [Clanm Number) _
Efective Dale: HOSPITAL {PART &)
MEDICAL {PART B

Name
HIB {Clamm Number)
Effectve Date: HOSPITAL (PART A}

MEDICAL [PART B}

5. Typa ot Membership
T Single T Family
W TH MEDICARE}

iZ Farnily Memperstup for Two Stale Empigyees

2 Employee, Requiar coverage and T Both Emploves &

T Singte (O Employee wMethcare and
sing e Depengent weMedicare Dapendent wMedicare

Dependeni with Regular coverage
6. Reasan application is being submitted {check onel
.. Hew employee. rehree, or Selectng Exlended Coverage __ Translfer to Medicare Carve-Out

Change in Coverage Seleckon ___Tramster rom ancther State Agency

___Change i Family Membership icheck onel t Add or 1= Drop |give dependents nama)

asoffeffectivedaley .. o e

__ {her [explamn)

7. Change in Status— if Family Membership is selected any tima other than 31 days fro the date of employmert or during the open
enrollment peried, check ane of the following reasons and give the effective date ot the change in status. in most cases, Family
Coverage is effective the first of the month following submission of an apglication,

— Marriage - Spouse’s employer discontinuing heafth care plan {7
— Divarca . Transfer to anather State agency. (7}
.. Birth ol a child

—— Loss of coverage due lo spouse’s termination of employment [*)

— Adoption of a chilg __ Death of Spouse

e 055 Of student status — Other {explain}

EFFECTIVE DATE OF STATUS CHANGE:

["PAME AND ADDRESS OF SPOUSE'S EMPLOYER N
8. Otrer Coverage (Complele carstully. This information is subject to verdication)

Ase you, your spouse, of dependent child{ren}—whether or not fhey are enrolied under the State Health Benefits Program—caovered by

any other group hosprtal. medical surgical, dental, or drug program? O Yes O No

IF ¥ES, camplete the follewing:

Name of policy holder:

Contrast or policy number: Group Number: Effective Dat

WM YEAR

Name of insurance Company:

Addrass of Insurance Company:

Nama of employer or organization providing e group program

Who does the policy cover? (check all that appiyl: O You {0 Your Spouse {1 Your Children

‘What does the poticy include? (check all that appiy}: (1 Hospital and medical-surgical services O Brug I Denal
9.

Authorization — | authorize any medical professional, medical care instilutian or any other provider of health care services or supplies o
farmush 1o the pian | have selecled nformation conceming services or supphias provided 10 Me, or persans covered, lor tha purposes ol
review, Invesligation, or payment of a ciaim,

A copy ol his authorization is available upon request. This authonization is valid for ihe duration of coverage.

1 hereby authonze the State of Virginia to review andror examing my records as necessary in auditing and administering the State Haatth
Benetis Program.

-]

. Certification - | ceriiy that { nave read and hufly undersiand the authorization and have reviewed the infarmation on this applicalion and
found 1t to be complete anc accurale 1o the best of my knowiedge. | understand that by sigming this application | give the ptan | have
selacted he nght lo reneive and release information needed t6 administer Ihe Coordination of Benetis provision of the State Health
Benehts Program,

Signature: Date:

Agency Namg GroophNumber . . . Effective Daler
I cerufy that | have reviewed this application and that tis complele and accurata to tha besl of my knowledge.
Agency Representanve's Signature: Qate: .

Print Name and Title

IF NEW COVERAGE: Dale employee s continuous., full-time, permanent satarred employ 't began

Itemployes s a facuty member on 2 9, 10, or 11-momh conlract, coverage begins

IF AETIAEE: This emploves 1 retntg tnder (3 Yirgnia Supplemental Relrement Acl and has subrmitted 3 VSRS ranrement appicaton
thraugh this office 3 TIAA CREF i State Porce Officer s Hewrement Act L Jugicial Hetrement Act

The retring employee has been 101d $at the hest premum would Be n the amount ol &

— and will be billed girecity by the
selected plan untd VSRS deductions begn. Eifective date of [ Service

1 Disapilwy Relcement

IF DEDUCTIONS FROM THE RETIREMENT CHECK CANNOT BE MADE. VSAS COMPLETES AND RETURNS TO AGENCY:
Deducnon cannot be made BECAUSE: 7 Noton record as VSRS SPORS URS member + 2 Lump-5um settiement
PLAN SHOULD COLLECT PREMIUM BECAUSE. 1= Check s nsufficent OR () Workers' Compensation is iInvolved
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Propoesed Regulations

DEPARTMENT OF TAXATION

Title of Regulation: VR $30-2-335. Individual Income Tax:
Virgiria Tax Reform Credit.

Statutory Authority: § 58.1-203 of the Code of Virginia.

Public Hearing Date: February 20, 1990 - 2 p.m.
(See Calendar of Events section
for additional information)

Summary:

The regulation sels forth the correct procedures for
individual income taxpayers to claim the Virginia Tax
Reformm Credit enacted by the 1989 session of the
General Assermnbly.

The regulation provides individual income taxpayers
with a credit against their Virginia income tlax
lability of up to $35 in taxable year 1989, and of up
to $22.50 in each of taxable years 1990 through 1993.
Qualifving individuals may claim a credit for each
personal and dependent exemption allowable for
federal income tax purposes. However, no credit Is
allowed for the additional personal exemplions for
aged and biind taxpayvers.

VR 630-2-335. Individual Income Tax: Virginia Tax Reform
Credit,

1. Definitions,

The jollowing words and terms, when used in this
regulation shall have the following meaning unless the
context clearly indicates otherwise:

“Credit” means the Virginia Tax Reform Credit provided
for individuals in § 58.1-335 of the Code of Virginia.

“Credit base” means and includes the total number of
exemplions allowable to a taxpayer under § 58.1-322 D 2
a of the Code of Virginia, bui does not include the
additional personal exemptions provided for aged and
biind taxpayers.

“VAGI” means Virginia adjusted gross income.
§ 2 Generally.

Effective for taxable years beginning on and after
January I, 1989, and before January 1, 1994, and subject
Io the [limitations set forth below, a sliding scale credi,
bused upon a taxpayer’s Virginia adjusted gross income
(VAGI) and credit base, is allowable against the individual
income tax imposed in § 58.1-320 of the Code of Virginia.
§ 3. Computation of the credit.

A. Taxable year 1989.

1. Credit amount.

a. For taxable years beginning on and affer
January I, 1989, and before January 1, 1990
(taxable year 1989), a credit of $35 for each
personal and dependent exemption is allowable to:

(i} all single individuals, or married individuals filing
separate returns, with VAGI of §17,000 or less, and
(i) all married taxpayers filing jointly, or separately
on a combined return, with VAGI of $34,000 or less.

b. For single individuals, or married individuals
Jiling separate returns, the maximum $35 credit per
exemption is reduced by $2.00 for each $1,000, or
fraction thereof, of VAGI over $17,000. The credit is
reduced to $0.00 when VAGI exceeds $34,000.

¢. For married individuals filing jointly or separately
on a combined return, the maximum $35 credit is
reduced by $1.00 for each $1,000, or fractiorn thereof
of total VAG! in excess of $34,000. The credit is
reduced to $0.00 when VAGI exceeds $68,000. For
married taxpayers who file separately on a
combined return, (filing status four) the VAGI of
hushand and wife must be aggregated to determine
the correct credit amount.

d. Based on the credit computation required, no
credit of less than $1.00 for single individuals (or
married individuals filing separate returns), or $2.00
for married taxpayers filing jointly or separately on
a combined return may be claimed in taxable year
1988,

B, Examples.

The following examples illusirate the computation of the
credit in laxable year 19589

Example 1. Taxpayer A is single, has no dependents,
and has VAGI in 1989 of $15200. After subtracting the
standard deduction of $3,000 and one personal exemption
of $800, A’s Virginia taxable income is $11,400, and his
Virginia income fax is $441. Since A's VAGI is less than
$17,000, he is entitled to the maximum $35 credit. A’s
Virginia income tax after subtracting the credit is $406.

VAGI §15, 200
Less: Virginia Standard Deduction { 3,000)
Less: Personal Exemption { 8040)
Virginia Taxable Income 811,400
virginia Income Tax $441
Less! Credit { 35)
Virginia Income Tax After Credit $406

Example 2. Taxpayers C are married, have two
dependents and file jointly for taxable year 1989. Their
VAGI jfor tax year 1989 is $32,600. After itemized
deductions of $7,183 and four personal and dependent
exemptions of $3,200 (4 X $800 = $3,200), their Virginia
taxable income is $22,217 and their Virginia income tax is
$1,027.
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Since their VAGI is below $34.000 Taxpayvers C are
entitled to the maximum $35 credit. Based on their credit
base of four, Taxpayers C receive a total credit of $§140 (4
x $35 = 140). Their Virginia income fax after subiracting

the credit is §587.

VAGT $32, 600
Less: Itemized Deductions { 7,183)
Less: Personal Exemptions { 3,200}
Virginia Taxable Income $22,217
Virginia Income Tax $1,027
Less: Credit ( 140)
Virginia Income Tax After Credit $887

Example 3. Taxpayer A is single, has no dependents,
and has VAGI n 1959 of $18500. After subtracting the
standard deduction of 33,000 and one personal exemption
of $800, A’s Virginia taxable income is $14,700, and his
Virginia income tax is $605.

Since A's VAGI is greater than $I17,000, the maximum
avatlable credit in tax year 1959 of 335 must be reduced
by $2.00 for each $1,000, or fraction thereof, of A's VAG!
in excess of $17,000. Since A’s VAGI exceeds §17,000 by
more than $1,000, A’s credit is reduced to $31: ($35 - 4) X
1 (A’s credit base) = $31. A’s Virgimia income tax after
subtracting the credit is $574.

VAGT $18,500
Less: Standard Deduction ( 3,000)
Less: Personal Exemption { 800)
Virginia Taxable Income $i14,700
Virginia Income Tax $605
Less: Credit ¢ 31)

Virginia Income Tax After Credit $574
C. Taxable years 1990 - 1993.

1. Credit amount.

a. for taxable years beginning on and afler
January 1, 1990, and before January 1, 1994
(taxable years 1990 - 1993}, a maximum credit of
$22.50 is available to: (i) all single individuals, or
married individuals filing separate returns, with
VAGI of 810,000 or less, and (i} ali married
taxpayers filing jointly or separately on a combined
return with VAGI of $24,000 or less.

b. For single individuals, or married individuals
filing separate returns, with VAGI of §i4000 or
less, the maximum $22.50 credit is reduced by $4.00
for each $1,000, or fraction thereof of VAGI over
$10,000. The credit is reduced to $0.00, when VAGI
exceeds $14,000.

¢. For married individuals filing jointly, or
separately on a combined return, with fotal VAGI
of $32.000 or less, the maximum $22.50 credit Is
reduced by $2.00 for each §1,000, or fraction
thereof, of VAGI over $24,000. The credit is reduced
fo 5000 when toftal VAGI exceeds 832,000, For
married taxpayers who file separately om a
combined return, (filing status four) the VAGI of

husband and wife must be aggregated to determine
the correct credit amount,

d. No credit of less than $5.00 will be allowed in
taxable years 1990 through 1993.

D. Examples.

The following examples illustrate the computation of the
credit in taxable vears 1990 through 1993.

Example 1. H and W, husband and wife, file separately
on a combined return and have one dependent. H has
1990 VAGF of 520,000 and W has 1990 VAGI of $4,000 H
claims the entire standard deduction of $5,000, and two
personal and dependent exempiions of $1,600, while W
claims one persornal exempiion of $800. After subtracting
the standard deduction and personal and dependent
exemptions, H has Virginia taxable income of $13,400
while W has Virginia taxable income of $3,200.

Sirce their combined VAGI is $24,000 or less, H and W
are enfitled to the maximum $22.50 credit. H and W’s
credit base of three must be apportioned in the same
manner as their personal and dependent exermpiions.
Thus, H is entitled to a credit of $43, (2 x $22.50), while
W is entitled to a credit of $22.50, (i x §2250). After
subtracting thetr respective credits, H's Virginia income
tax is $496 and W's Virginia income fax s §43.50, for o
combined tax Nability of §539.50.

(K} (H)

Col A Col B

VAGI $4,000 $20, 000
Less: Standard Deduction { 5,000}
Less:Personal Exemptions { 800) (1,600}
Virginia Taxable Income &3, 200 $13, 400
Virginia Income Tax $66.00 3541
Less: Credit (22.50)} { 45)
Virginia Income Tax After Credit $43.50 $496

Example 2. Taxpayer A is married, files a separate
return, has no dependents and has VAGI in 1399 of
$11,000. After subiracting her $2,500 standard deduction
and $800 personal exemption, A’s Virginia taxable income
Is $7,700, and her Virginia income tax is $258. Since A’s
VAGI is greater than }$I10,000, the maximum available
credit in tax year 1990 of $22.50 must be reduced By
$4.00 for each $1,000, or fraction thereof, of A's VAGI in
excess of §10,000.

A’s VAGI exceeds $160.000 by $1,600, thus the maximur
available credit of $22.50 rmust be reduced by $4.00, to
$18.50. Based on her credit base of one, A receives a toial
credif of $18.50: ($22.50 - §4.00) X 1 (A’s credit basg) =
$18.50. A's Virginia income tax after subiracting the
credit is $240.50.

VAGT 11,000
Less: Standard Deduction ( 2,500)
Less : Personal Exemption ( 800}
Virginia Taxable Income $7,700
Virginia Income Tax $259.00
Less;: Credit ( 18.50)
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Virginia Inconme Tax After Credit $240. 50

Example 3. Taxpayers B are married, file jointly, have
three dependents and have VAGI in 1990 of $28,000. After
claiming itemized deductions of $5256, and five personal
and dependent exemptions of $4,000 (5 X $800 = §4,000),
their Virginia taxable income is §18,744, and their Virginia
income fax is $820.28. Since their VAGI is greater than
824,000, the maximum available credit in taxable year
1990 of $22.50 must be reduced by $2.00 for each $1,000
of VAGI over $24,000.

Their VAGI exceeds §24,000 by $4000 thus the
maximum §22.50 credit must be reduced by $8.00, to
$14.50. Based on their credit base of five, Taxpavers B
receive a total credit of $72.50, as follows: $22.50 - $8.00
= f1450. $i1450 x 5 (credit base} = $72.50. Their
Virginia income tax after subtracting the credit is $747.75.

VAGI $28,000
Less: Itemized Deductions { 5,256)
Less: Personal Exemptions { 4,000)
Virginie Taxable Income §18, 744
Virginia Income Tax $820.28
Less: Credit ¢ 72.50)

Virginie Income Tax After Credit $747.78
E. Credit imitations.

1. Credit nonrefundable. The credit is nonrefundable,
le., the amount of the credit may not exceed an
individual's tax lability, and any excess cannot be
carried forward or back to other taxable years.
Therefore, Individuals with either no faxable income
or with VAGI below the filing exclusion specified in §
58.1-321 of the Code of Virginia ($5,000 for single
persons, $8,000 for married couples, and $4,000 for
married persons filing separate returns) may not
claim the credit.

2. Dependents ineligible. No individual who is claimed
or eligible fto be claimed as a dependent by another
taxpayer for purposes of either the federal or Virginia
individual income tax may claim the credit in the
filing of his individual income lax return.

3. Credit claimed before other credits. The credit shall
be applied to reduce a taxpayer’s Virginia individual
income tax imposed in § 581-320 of the Code of
Virginia before the application of any other credils.

F. Examples.

The following examples illustrate limitations in the
computation of the Virginia Tax Reform Credit,

Example 1. Taxpayver A is single, has no dependents,
and has VAGI in 19589 of $4.900. A's VAGI is less than
the filing exclusion of $5,000. Thus, A's Virginia individual
income tax lHability for 1989 is $0.00. Since the credit is
nonrefundable, ie., may not exceed an individuals tax
lighility, and since A’s tax lability is $0.00, he is not
entitled to the credit in 1989, Furthermore, A may noi

carry the credit forward or backward to other taxable
vears. However, he may still file for a refund of eny
withholding or estimated taxes paid during the vear.

Example 2. Taxpavers B are married, file jointly, have
one dependent, and have 1988 VAGI of $11,500. After
subtracting the standard deduction of $5,000 and claiming
three personal and dependent exemptions of $§2,400 (3 X
3800 = $2,400) their Virginia taxable income for 1959 is
$4,100, and their Virginia income tax s $93.

Since their VAGI is less than §$34.000 Taxpayers B
recefve the maximum credit of $35. Based on their credit
base of three, Taxpayers B receive a fotal credit of §I05,
(3 X $35 = $i05). The credit exceeds their tax lability by
$12, (8105 - $93 = $12). Since the credit is nonrefundable,
Taxpayers B may not claim a refund of the $12 of excess
credit, However, they may still file for a refund of all
$288 in Virginia income tax withheld during 1989, as
Jfollows:

VAGI $11, 500
Less: Standard Deduction ¢ 5,000)
Less: Personal Exemptions ( 2,400}
Virginia Taxable Income $4, 100
Virginia Income Tax $93
Less: Credit (105)
Virginia Income Tax After Credit &0
Loss: Virginia Yncome Tax Withkeld ($288)
Overpayment (Refund Due)} (%288)

§ 4 Credit allocation required for certain married
taxpayers.

Married taxpayers who file separately on a combined
return (filing status fourj must allocate the credit between
hushand and wife in the same manner as they allocate
their personal and dependent exemptions. If husband
claims three personal and dependent exemptions and wife
claims two personal and dependent exemptions, husband'’s
credit base for purposes of computing the credit will be
three, while wife’s credit base will be two. See, Exarnple 1
ing 3D

§ 8. Part year residents.
A. Computation of the credil,

In claiming the credit, the VAGI of a taxpaver who is a
resident of Virginia for only a portion of the taxable year
shall be computed as though the faxpayer was a resident
for the entire taxable year.

Example.

Taxpayer A is single, has no dependents, and moved
Jrom Virginia on July 1, 19583. As reported on his 1959
Part Year Virginia income tax return, A’s income while
not a resident of Virginia was §16,200 and his VAGI was
£14,500. After claiming itemized deductions of $2,400, and
a prorated personal exemption of $399, A's Virginia
taxable income is $11,701, and his Virginia income tax is
$455. For purposes of computing the credit only, A’s VAGI

Virginia Register of Regulations

886



Proposed Regulations

must be increased by the $16.200 of income while not «
resident of Virgimia. Thus, A’s VAGI for purposes of
computing the credit is $30,700 ($14,500 + §£i6,200
£30,700),

Stnce A's VAGI computed as if he was a full vear
resident exceeds $i7,000, the maximum available credit in
lax year 1989 of $35 must be reduced by J2.00 for each
$1.000, or fraction thereof, of A's VAGI in excess of
$17,000.

Since A's VAGI for purposes of computiing the credit
exceeds 17,000 by more than $13,000, the maximum 535
credit miust be reduced by $28 to §7. Based on A’s credit
base of 1, A receives a total credit of $7.00: §35 - §28 =
$7.00. $7.00 x ! (A’s credii buse) = $7.00. A’s Virginia
income tax after subtracting the credit is §448.

VAGI 814, 500
Legs: Itemized Deductions ( 2,400)
Less: Prorated personal exemption ( 399
Virginla Taxable Income $11,701
VAGT $14,500
Pilus: Income earned while a noaresidemnt 18, 200
VAGI for purposes of computing the credit only $30, 700
virginia Income Tax $455
Less: Credit ( 7}
Virginia Income Tax After Credit $448

VIRGINIA RACING COMMBMISSION

Title of Regulation: VR $62-01-82. Regulations Pertainimg
ts Horse Racing with Pari-Mutvel Wagering.

Statutory Authority: § 59.1-364 of the Code of Virginia.

Public Hearing Date; January 18, 1880 - 9:30 am.
{See Calendar of Events section
for additional information)

Summary:

These proposed amendments to the proposed
regulations published in Vol 6, Issue 4, November 20
in the Register (i) sef forth the procedure for
requesting racing days, (i) estabiish procedures for
approving racing days, (1{) establish procedures for
transferring a license and acquiring an Inferest in a
license, (1v) establish procedures for appealing a
licensing decision, (v) specify the conditions under
which pari-mutuel wagering will be conducted and (vi)
establish procedures for the distribution of purse
HIoNEYS.

VR 662-01-02, Regulations Pertaining to Horse Racing with
Pari-Mutuel Wagering.

PART I
GENERAL PROVISIONS.

§ 1.1, Definitions.

The following words and terms, when used in lhese

regulations, shall have ithe following meaning, unless ihe
context clearly ndicaizs otherwise:

“det” means Chapter 29 (§ 58.1-364 of seq) of Titie 55.1
of the Code of Virginig.

“Breakage” means the odd cents by which the amouni
pavable on each dollar wagered exceeds a multipie of §.70

“Commission” means the Virginia Racing Comrrission.

“Enclosure” means afl areas of the property of a irack
fo whkich admission can be oblained only by pavmernt of
an admission fee or upon presentation of aufhorized
credentials, and any additional areas desicnated by the
CORAMLISSION.

“Horse owner” means a person owning an inferest in a
horse.

“Horse racing” means a competifion on o sel course
involving a race among horses on which pari-emutue!
wageririg Is permitied.

“Licensee” Includes any person holding an owner's,
operator’s, limited or unlimited license, or any ofher
ficense issued By the commission.

“Limited [Iicense” means «a license issued By the
commission allowing the holder to conduct a race reeting
or meetings, with parimuiuel wagering privileges, for a
pericd nol exceeding 14 days in any calendar yvear.

“Bember” Includes any person designaied @« menber of
a nonstock corporation, and any person who by megns of
a pecurnary or other inferest In such corporafion exercises
the power of a member.

“Owner's  ficense” means a ficense issued by ithe
compmission affowing the holder fo construct a hovse
racing facility for the purposz of conducting a mited or
uniimited race meeting with pari-mutuel wagering
privileges.

"Operator’s license” means a license issued By ihe
commission aflowing the holder fo conduct a horse race
meeting With pari-mutuel wagering privileges.

“Pariwnuiuel wagering” means the system of wagering
o Aorse racing in which those who wager on horses thol
finish in the positicn or positions for which wagers are
taken share in the iofal amounts wagered, less deductions
required or permitted by law.

“Permit hoider” includes any person holding o permit {o
participate in horse racing subject to Fhe jurisdiciion of
the comomission or in the conduct of a race mesiing
where part-mutuel wagering is offered thereon as provided
in the Act.

“Person” includes « natural person, parisership, joint
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vernifure, association or corporation.

“Pool” means the amount wagered during a race
meeting in straight wagering, in mulliple wagering, or
during a specified period thereof.

“Principal stockholder” means any person who
individually or in concert with his spouse and immediate
family members, owns or controls, directly or indirectly,
5.0% or more of the stock of any person who is «a
licensee, or who in concert Wwith his spouse and
immediate fomily members has the power lo vote or
cause the vote of 5.0% or more of any such stock.

“Race meeting” means the whole consecutive period of
time during which horse racing with pari-mutuel wagering
is conducted by a licensee.

“Retainage” means the total amount deducted, from the
pariwnutuel wagering pool in the percentages designated
by statute for the Commonwealth of Virginia, purse
morney for the participants, Virginia Breeders Fund, and
the operaiors.

“Stock” includes all classes of stock of an applicant or
licensee corporation, and any debt or other obligation of
such corporation or stockholder thereof or stock of any
affiliated corporation if the commission finds that the
holder of such obligation or stock derives therefrom such
control of or voice in the operation of the applicant or
ficensee corporation that he should be deemed a
stockholder.

“Totalizator” means arn electronic dala processing
system for registering wagers placed on the oulcomes of
horse racing, deducting the refainage, calculating the
mutuel pools and returns to ticket holders, and displaying
approximate odds and payvoutls, including machines
utilized in the sale and cashing of wagers.

“Uniimited license” means a license issued by the
cornmission allowing the holder to conduct a race meeting
or meetings, with parimutuel wagering privileges, for
periods of 15 days or more in any calendar year.

“Virginia Breeders Fund’ means the fund established to

foster the industry of breeding racehorses in the
Commonweaith of Virginia.

PART I

LICENSURE.

§ 2.1 Hentification of applicant for owner’s,
owner-operator’s, operator’s license.

An application shall inciude, on a form prepared by the
commission, the name, address, and telephone number of
the applicant and the name, position, address, telephone
number, and authorized signature of an individual to
whom the commission may make ingquiry.

§ 22 Applicant’s affidavil.

An application shall inciude, on a form prepared by the
comunission, an affidavit from the chief executive officer
or « major financial participant in the applicant setting
forth:

1. That application is made for a license to own,
own-gperate, or operate a horse racing facility ai
which pari-mutuel wagering Is conducted;

2, That the affiant is the agent of the applicani, its
owners, pariners, members, directors, officers, and
personnel and s duly authorized to make the
representations in the application on their behalf.
Documentation of the authority shall be attached;

3. That the qpplicant seeks a grant of a privilege
from the Commonweaith of Virginia, and the burden
of proving the applicant's qualifications rests at all
times with the applicant;

4. That the applicant consenis to inquiries by the
Commonwealth of Virginia, its emplovees, the
commission members, staff and agents, info the
financial, character, and other qualifications of the
applicant by contacting individuals and organizations;

5. That the applicant, its owners, pariners, members,
directors, officers, and personnel accept any risk of
adverse public notice, embarrassment, criticism, or
other circumstance, iIncluding financial loss, which
may result from action with respect to the application
and expressly waive any claim which otherwise could
be made against the Commonweaith of Virginia, its
employees, the commission, staff, or agents;

6. That the affiant has read the application and
krows the contents; the contents are true to affiant’s
own knowledge, except multers therein stated as
information and belief; as to those matters, affiant
believes them to be true;

7. That the applicant recogrnizes all representations in
the application are binding on if, and false or
misteading information in the application, omission of
required information, or substantial deviation from
representalions in the application may result in
denial, revocation, suspension or conditioning of a
license or Umposition of « fine, or any or all of the
foregoing;

8. That the applicant will comply with all applicable
state and federal statutes and regulations, all
regulations of the commission and all other local
ordinances;

8. The affiant’'s signature, name, organization,
position, address, and telephone number; and

10. The date.
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§ 2.3. Disclosure of ownership and control.
An applicant must disclose:

I The type of organizational structure of the
applicant, Whether individual, business corporation,
ronprofif corporation, partnership, joint venture, frust,
association, or cther;

2. If the applicant is an individual, the applicant's
legal name, whether the applicant is a United Stales
citizen, any aliases and business or itrade names
currently or previously used by the applicant, and
copies of all state and federal tax returns for the past
five years;

3. If the applicant is a corporation:

a. The applicant's full corporate name and any
trade names currently or previously used by the
appitcant;

b. The jurisdiction and date of incorporation;

¢. The date the applicant began doing business in
Virginia and a copy of the applicant’s certificate of
authority to de business in Virginia;

d. Copies of the applicant’s articles of incorporation,
blaws, and all state and federal corporate fax
returns for the past five yvears;

e. The general nature of the applicant’s business;

f. Whether the applicant is publicly held as defined
by the rules and regulations of the Securities and
Exchange Commission,

g The classes of stock of the applicant. As to each
class, the number of shares authorized, number of
shares subscribed to, number issued, number
outstanding, par value per share, issue price,
current market price, number of shareholders,
ferms, position, rights, and privileges must be
disclosed,

h. Whether the applicant has any other obligations
or securifies authorized or oulstanding which bear
voting rights either absolutely or upon any
contingency, the nature thereof, face or par value,
number of unifs authorized, number outstanding,
and conditions under which they may be voled;

i, The names, in alphabetical order, and addresses
of the directors and, in a sgparate list, officers of
the applicant. The number of shares held of record
directly or indirectly by each director and officer as
of the application date of each class of stock,
including stock options and subscriptions, and unils
held of record or beneficially of other obligations or
securities which bear votimg rights must be

disclosed,;

7. The names, in alphabetical order, and addresses
of each recordholder as of the date of application
or beneficial owner of shares, including stock
options and subscriptions, of the applicant or units
of other obligations or securities which bear voling
Fights. As to each holder of shares or units, the
number and class or type of shares or units shall
be disciosed;

k. Whether the requirements of the Securities Act of
1833 and Securifies and Fxchange Act of 1934, as
amended, and Securities and Exchange Corumission
rules and regulations have been mef In connection
with issuance of applicant's securities, and copies of
the most recent registration statement and annual

report filed with the Securilies and Exchange
Comimission,

{ Whether the securities registration and filing
requirements of the applicant’s jurisdiction of
incorporation have been mef, and a copy of the
most recent registration statement filed with the
securities regulator in that jurisdiction, and

m. Whether the securities registration and filing

requirements of the Commonwealth of Virginia have
been mel. If they have notf, the applicant must
disclose the reasons why. The applicant must
provide copies of all securities filings with Virginia's
State Corporation Commuission during the past five

years.

4. If the applicant s an organization other than a
corporation’

a. The appiicant’s full name and any aliases,
business, or trade names currently or previously
used by the applicani;

b. The jurisdiction of organization of the applicant;

c. The date the applicant began doing business in
Virginia,

d. Copies of any agreements crealing or governing
the applicant's organization and all of the
applicant’s state and federal tax refurns for the
past five years;

e. The general nature of the applicant’s business;

S The names, in aiphabetical order, and addresses
of amy pariners and officers of the applicant and
other persons who have or share policy-making
authority. As to each, the applicant must disclose
the nature and extent of any ownership inferest,
direct or indirect, including options, or other voiing
inlerest, whether absolute or contingent, in the
applicant; and
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g The names, in alphabetical order, and addresses
of any individual or other entily holding a record

supdivisions 3 and 4 of § 2.5 and subdivisions 2 and 3 of
§ 2.10 of these regulations:

or beneficial ownership interest, direct or indirect,
including options, as of the date of the application,
or other voting inferest, whether absolute or
contingent, in the applicant. As fo each, the
applicant must disclose the nafure and extent of
the inferast.

5. If o nomindividual record or beneficial holder of an
ownership or other voting interest of 5.0 % or more
in the applicant is identified pursuant to subdivision
3, [ or j or subdivision 4, [ and g, the applicant must
disclose the information required by those subdivisions
as to record or beneficial holders of an ownership or
other voting inierest of 50% or more in that
nonindividual holder. The disclosure required by those
subdivisions must be repeated, in turn, until all other
voting interesis of 5.0% or more in the appficant or
eny nonindividual holder are identified. When an
applicant is unable fo provide the information
required, it shall explain fully and document its
inability to do so;

6. Whether the appiicant Is directly or indirectly
controlled fo any extent or in any manner by another
individual or entily. If so, the applicant must disclose
the identity of the conirolling entity and a description
of the nature and extent of control;

7. Any agreemenits or understandings which the
applicant or any individual or entity identified
pursuant to this part has entered into regarding
owrnership or operation of applicant’s horse racing
Jacility, and copies of any such agreements in writing;

8  Any agreemenis or understandings which the
applicart has enfered inte for the payment of fees,
rents, salaries, or other compensation corcerning the
proposed horse racing faciify by the applicant, and
coptes of any such agreements in writing; and

1. Been charged in any criminal proceeding other
than a traffic viclation. If so, the applicant must
disclose nature of the charge, the dale charged, court
and disposition,

2. Had a horse racing, gambling, business,
professional, or occupational license or permii revoked
or suspended or renewal denied or been a pariy in a
proceeding to do so. If so, the applicant must disclose
the dale of commencement, circumstances and
disposition;

3. Been accused in arn administrative or judicial
proceeding of violating a statute or regulatior relating
to horse racing or gambling;

4 Been charged in an administrative or judiciol
proceeding of viclatang a statute or regulation
relating to unfair lobor practices or discrimination,

5. Begun an administrative or judicial action against
a governmental regulator of horse racing or gambling.
If so, the applicant must disclose the date of
cormmencement, forum, circumstances and disposition;

6. Been the subject of voluntary or involuntary
bankruptcy proceedings. If so, the applicant must
disclose the dale of commencement, forum,
cireumstances, date of decision and disposition;

7. Failed to satisfv any judgment, decree or order of
an administrative or judicial fribunal. If so, the
applicant must disclose the date and circumstances;
and

8. Been delinquent in filing a tax return required or
remitting @ lax imposed By any government. If so,
the applicant must disclose the date and
circumstances.

9. Whether the applicant, any partner, director,
officer, other policvmaker, or holder of a direct or
indirect record or beneficial ownership interest or
other voiing interest or control of 5.0% or more has
held or hoids a license or permit issued by a

govermmental authority fo own or operale a horse

§ 2.5. Disclosure of sites and facilities.

An application for a license must disclose with respect
to the pari-mutuel horse racing facility it will ows,
operate, or own and operate:

racing facility, pari-rutuel wagering feacility or any
other form of gambling or has a financial interest in
such an enferprise or conducts any aspect of horse
racing or gambling. If so, the applicant must disclose
the identily of the ficense or permit holder, nature of
the license or permit, issuing authority, and dates of

1. The address of the facility, ownership of site for
the last five years, legal description, mortgagors, proof
of title insurance, its size, and geographical location,
including reference to county and municipal
boundaries,

issuance and termination.

2. A4 site map showing existing highways and streets
adjacent fo the facility, and separately showing any
proposed highways and streets adjacent to the facility,
including their schediled completion dates;

& 24. Disclosure of character information.

An applicant for a license must disclose and furnish
particulars as follows whether the applicant or any

individual or other entity Identified pursuant to 3. The type or tvpes of racing for which the faciity
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is designed, whether
quarterhiorse, or other;

thoroughbred, harness,
4. Racetrack dimensions for each racetrack operated
by the facility by:

a. Circumference;

b, Width;

¢. Banking;

d. Location of chutes;

e. Length of stretch;

[ Distance from judges’ stand to first turn;

£ Type of surface; and

k. Description of safety rail.
4. A deseription of the backsirefch area, giving:

a. Dimensions and number of barns, whether open
or enclosed;

b. Location and interval of barns;
¢. Dimensions and number of stalls per barn;
d. Location of offices for velerinarians,

e. Location of facilities for emergency care for
horses;

1. Location of facilities for feed, tack, and other
vendors;

h. Location, description and number of housing
units for backstrelch employees;

L. Location and description of commissary, lavatory
and recreational facilities for backstretch employvees;
and .

J. Locafion and description of training track, if any.
6. A description of the grandstand, giving:

a. Total seating capaciiy;

b. Total reserved seating capacity,

¢. Indoor and outdoor seating capacity;

d. Configuration of grandstand seating and

parimnutuel  and concession facilities within  the

grandstand;

e. The number and location of men’'s and women’s

restrooms, drinking fountains and medical facilities
available to patrons; and

f. Description of public pedestrian traffic patterns
throughout the grandstand.

7. A description of [he post-race detertion barn,
giving:

a. Distance from the post-race detention barm to
track and paddock;

b, Number of sampling stalls;
c. Placement of viewing ports on each;
d. Location of post-mortem floor;

e. Number of wash stalls with hot and cold water
and drains;

| Availability of video monitors and other security
measures; and

g. The walking ring.

8. A description of the paddock and saddling area,
giving;

a. Number of stalls in the paddock,

b. Height from the floor to lowest point of the stall
celling and entrance;

¢. Paddock public address and telephone services;
and

d. Public viewing area.

9. A description of the jockeys’ and drivers’ quarters,

‘giving:

a. Changing areas;

b. A lsting of equipment to be installed in each;
and

¢. The location of the jockeys' or drivers’ quarters
in relation fo the paddock.

10. A description of the pari-mutuel totalizator, giving:

a. Approximate location of beitors’ windows and
cash security areas; and

b. A description of the equipment, including vendor
and manufacturer if known.

11. A description of the parking, giving:

a. Deiailed atlention Lo access fo parking from
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surrounding streets and highways;

b. Number of parking spaces available,
distinguishing between public and other;

¢. A description of the road surface on parking
areas and the distance between parking and
grandstand; and

d. A road map of the area showing the relationship
of parking fo surrounding, existing and proposed
streets and highways.

12. A description of the height, lype of consiruction
and materials of perimeter fence;

13. A description of improvements and equipmeni at
the racetrack for security purposes in addition fo
perimeter Jfence, including the vendor and
manufacturer of equipment if known,

14, A description of starting, timing, photo finish, and
photo- patrol or video equipment, including the
vendor and manufaciurer if known,

15. A description of work areas for the commission
members, officers, employees, stewards, and agents;

16. A description of the facilify’s access to public
transportation, the types of public transportation and
schedules and road maps of area which show pick-up
and drop-off points; and

17. A description of manure and other refuse

containers and plans for their prompt and proper

removal,

e. Organization, adminstrative, accounting, and
legal)

3. Documentation of the nature of interim financing
and the nature of permanent financing;

4. Documentation of fixed costs;
&, The schedule for construction of the facility, giving:
a. Acguiring land;
b. Soliciting bids;
c. Zoning and construction permit approval;
d. Awarding construction conlracts;
e. Beginning construction;
J. Completing construction;
g Training staff; and
h. Beginning of racing.
6. Schematic drawings;

7. Copies of any contracts with and performance
bonds from the.

a. Architect or other design professional;
b. Project engineer;

c. Construction engineer;

§ 2.6. Disclosure of development process. d. Contractors and subconiractors, and

An applicant for a license must disclose with regard fo e. Equipment procurement personnel,

development of its horse racing facility:

{. The total cost of construction of the facility,
distinguishing between known costs and profected
costs;

2. Separate Identification of the following cosis,
distinguishing between known costs and projected
COStS!

&8 Whether the site has been acquired or leased by
applicant. If so, the applicant must provide the
documentation. If nof, the applicant must state which
actions must be taken in order to obtain the site; and

9. Whether present construction planning envisions
future expansion of the facilities and, if so, a general
description of the nature of such expansion.

a. Facility design, § 2.7. Disclosure of financial resources.

An applicant for license must provide the following with
regard to financial resources:

b. Land acquisition;

c. Site preparation;
1. The most recent independently audited financial
d. Improvements and equipment, separalely statement showing:

identifying the ceosis of section 5, subsections D to

O, and other categories of improvements and a. The applicant’s current assels, including
equipment, and investrnents in affiliated entities, loans and accounts
receivable,
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b, Fixed assets;

¢. Current labilities, including loans and accounts
payable; and

d. Long-term debt and equity; and

e. Statement of income and expenses, and

statement of cash flow;

2. Equity and debt sources of funds to develop, own
and operate the horse racing facility:

a. With respect to each source of equity:
{1} Contribution;
(2) Identification of the source;
(3) Amount;
(4) Form;
(5) Method of payment,
(6) Naiure and amount of present commiiment; and
(7) Documentation, copies of agreerments and actions
which the applicant will take to oblain
commitments for additional amounts;
b, With respect to each source of debt:
(1) Contribution,
(2} Identification of the source;
{3) Amount;
(4) Terms of debi;
(5) Collateral;
(6) Identity of guarantors;
(7) Nature and amount of commitments; and
(8) Documentation, copies of agreements and actions
which the applicant will take to obtain
commitments for additional amounts; and
J.  Identification and description of sources of
additional funds if needed due to cost overruns,
nonrecelpt of expected equity or debt funds, failure fo
achieve projected revenues or other cause.
§ 2.8 Disclosure of finaricial plen.
An applicant for a license must disclose with regard fo

its financial plan the financial profections for the
development period and for each of the first five racing

vears, with separate schedules based upon the number of
racing days, types of racing, and lypes of pari-mutuel
wagering the applicant requires to break even and the
optimum number of racing days and ifypes of wagering
the applicant seeks each year. The comrnission will wtilize
financial projections in deciding whether to Issue licenses.
Neither acceptance of a license application nor issuance
of a license shall bind the commission as fo matlers
within ils discretion, including, but not DLmited fo,
assignment of racing days and approval of types of
permissible pari-mutuel pools.
The disclosure must include:
1. The foliowing assumptions and support for them:
a. Average daily attendance;
b. Average daily per capita handle and average bef;
¢. Retainage;

d. Admissions fo track, including ticket prices and
Jree admissions;

e. Parking volume, fees and revenues;
1. Concessions, gift shop and program sales;
g. Cost of purses;

h. Pari-mutuel expenses;

I State taxes;

J. Local taxes;

k. Federal taxes;

I Virginia Breeders’ Fund,

m. Payroll;

n. Operating supplies and services;

o. Utilities;

P. Repairs and maintenance;

q. Insurance;

r. Travel expenses;

s. Membership expenses;

t. Security expenses;

u. Legal and audit expenses; and

v. Debt service,
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2. The following profit and loss elements:
a. Total revenue, including projected revenues from
retainage, breakage, uncashed tickels, admissions,
parking, and concessions, gift and program
operations;

b, Total operating expenses, including anticipated
expenses for:

(1} Purses;
(2} Pari-mutuel
(3) Sales tax;
(4} Local laxes;
{5) Admissions tax;
(6) Virginia Breeders’ Fund;
(7) Special assessments;
(8 Cost of concession goods, gifts and programs;
(8) Advertising and promotion;
(10) Payroll;
(11) Operating supplies and service;
(12} Maintenance and repairs;
(13} Insurance;
{14) Security;
{15} Legal and audit; and
{16) Federal and state faxes.
¢. Nonoperating expenses, including anticipated
expenses for debt service, facility depreciation and
identification of method used, and equipment
depreciation and identification of method used;

3. Projected cash flow, including assessment of-
a. Income, including equity contributions, debt
contributions, inferest Income and operating
revenue, and
b.  Dishbursements, including land, improvements,
equipment, debt service, operating expense and
organizational expernse.

4. Projected balance sheels as of the end of the

development period arnd of each of the first five
racing years setiing forth:

a. Current, fixed and other noncurrent assets;
b. Current and long-term labilities; and
c. Capital accounts.

5. The applicant must also disclose an accountant’s
review report of the financial projections.

§ 2.8 Disclosure of governmental actions.

An applicant for a license must disclese with regard to

actions of government agencies:

1. The street and highway improvements necessary to
ensure adequate access to applicant’s horse racing
Jacility, and the cost of improvements, status,
likelthood of completion and estimated date of
completior;

2 The sewer, waler and other public uwtility
improvemernls necessary fo serve applicant’s facility,
and the cost of improvements, status, Ilikelihood of
completion and estimated date of completion;

3. The status of any required government approvals
for development, ownership and operation of its horse
racing factlity:

a. A description of the approval, unit of
government, date and documentation,

b. Whether public hearings were held. If they were,
the applicant must disclose when and where the
hearings were conducted. If they were not held, the
appiicant must disclose why they were not held:
and

c. Whether the unit of government attached any
conditions to approval If so, the applicant must
disclose these conditions, including documentation.
In addition, the appiicant must summarize its plans
to meet these conditions.

4. Whether any required governmental approvals
remain to be obtained, as well as a description of the
approval, unit of government, status, likelihood of
approval and estimated date of approval;

5. Whether an environmental assessment or
environmental impact statement of the facility has
been or will be prepared. If so, the applicant must
disclose its status and the governmental unit with
Jurisdiction, and provide a copy of any staterment, and

6. Whether the applicant is in compliance with all
state statutes, local charter provisions, local
ordinances, and state and local regulations pertaining
to the development, ownership and operation of its
horse racing facility. If the applicant is not iIn
compliance, the applicant must disclose the reasons
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why the applicant |is no! In compliance and organizations.
summarize plans lo obtain compliance.

5. Descriplion of the applicant’s marketing, promotion

§ 210. Disclosure of management. and advertising plans;

An applicant for a license must disclose with regard fo 6. A description of the applicant’s plan jor
the development, ownership and operation of its concessions, including whether the licensee will
pari-mutuel horse racing facility: operate concessions and, if nof, who will;

1. A description of the applicant’s management plan, 7. A description of training of the applicant’s

with budget and identification of management personnel; and

personrel by function, Job descriptions and

qualifications for each management position, and a 8. A description of plans for compliarnice with all laws

copy of the organization chart; pertaining to discrimmination, equal employment and
affirmative action; policies regarding recruifment, use

2 Management personnel to the extent known and and advancement of minorities; policies with respect

with respect fo each: to minority contracling; and a copy of Egual

Employment Opportunity Statement.
a. Legal name, aliages) and previous name(s);
§ 2.11. Disclosure of safety and security plans.
b, Current residence and Dbusiness addresses and
telephone numbers; An application for a license must disclose with regard

lo the development of its horse racing facility:
¢. Qualifications and experience in the following

areas: 1. A description of the local emergency services
available to the racelrack, including fire fighting, law

(1) General business; enforcement and medical emergency services;

(2) Marketing, promotion and adverlising; 2 A description of the security egquipment, such as
fences, locks, alarms and monitoring equipment, for

(3} Finance and accounting; the facility, including:

(4} Horse racing; a. Perimeter fence and ils construction,

(5) Pari-mutuel wagering; b. Stables;

(6) Security; and ¢. Paddock;

(7) Human and animal health and safety. d. Cash room and the vaull;

d. Description of the terms and conditions of - e. Parirmutuel ticket windows;

employment and a copy of each type of agreement;

f. Totalizator room;
3. Consultants and other contractors who have

provided or will provide management-related services g. Post-race detention barn, and
to applicant with respect to each:
k. Parking lot.
a. Full name;
3. A description of the security procedures to be used:
b. Current address and telephone number;
a. To admit individuals to restricted areas of the

¢. Nature of services; racetrack;
d. Qualifications and experience; and b. To secure areas where money and mutuel tickets
are vaulted, and daily fransfers of cash via armored
e. Description of terms and conditions of each trucks;
contractor’s agreement and a copy of the
agreerment. ¢. To provide security for pairons and employees;
and
4. Memberships of the applicant, management
personnel and consuitants In horse racing d. Specific plans to discover persons af the facility
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who have been convicted of a felony, had a license
suspended, revoked, or denied by the commission or
by the horse racing authority of another jurisdiction
or are a threat to the integrity of racing in
Virginia.

4. A description ‘of the security personnel to be
employed at the facility, giving:

a. Whether personnel will be employees of the
licensee or employees of an independent contractor;

b. If the personnel are employed by an independent
contractor, describe the organization and
qualifications of the contractor as well as meeting
applicable state licensing requirements;

c. State the number of individuals to be emploved
and the area of the racelrack where each will
serve;

d. Provide an organizational chart of the security
Jorce with a job description of each level and

e. State whether or not the security personnel are
bonded and if so, state amount and conditions of
the bond and the name and address of the surety
company that issued the bond.

5. A description of the fire safely and emergency
procedures, giving:

a. Evacuating the patrons and conirolling traffic in
an emergency;

b. Inspecting the faciity for fire and safety hazards;
c. Restricted smoking areas; and

d. Coordinating the facility’s security, fire and
safety procedures with the stafe police, the
commission and other local agencies.

6. A description of the first aid facilities available at
the racetrack during racing hours and the facilities
available to employees during non-racing hours;

7. Whether the applicant will be a member of the
Thoroughbred Racing Prolective Bureau or other
security organization, arid

8. A description of the internal accounting controls to
create cross chechs and balances in order fo
safeguard assets and detect fraud and embezzlement.

§ 2.12. Disclosure of public service.

An applicant for a lcense rust disclose its plans for
promotion of the orderly growth of horse racing in
Virginia and education of the public with respect to horse
racing and pari-mutuel wagering.

& 213 Disclosure of impact of facilities.

An applicant for a license must disclose and document
the projected impact of its horse racing facility, including:

1. Eronomic impact, giving:

a. Number of jobs created, whether permanent or
lemporary, type of work, compensation, employer
and how created;

b. Purchases of goods and services, types of
purchases and projected expenditures;

¢. Public and privale investment; and
d. State and local tax revenues generated,
2. Environmental impact;

3. Impact on energy conservation and development of
alternative energy sources; and

4. Social impact on the community in which the race
track would be located.

§ 214 Effects an competition.

An applicant must disclose the anticipated short- and
longrange effects of its ownership and operation of its
horse racing facility on competition within the horse
racing industry.

§ 215 Disclosure of assistance in preparation of
application.

An applicant must disclose the names, addresses and
telephone numbers of individuals and businesses who
assisted the applicant in the writing of ifs application and
supply copies of all studies completed for the applicant.

§ 2.16. Personal information and authorization for release.

In an application for a lcense, the applicant shall
include the following with respect to each individual
identified as an applicant, partner, director, officer, other
policymaker, or holder of a direct or indirect record or
beneficial ownership interest or other voling interest or
control of five percent or more In the applicant and each
individual identified pursuant to subdivisions 2 and 3 of §
2.10:

1. Full name, business and residence addresses and
telephone numbers, residence addresses for past five
years, date of birth, place of birth, Social Security
number, if the individual is willing to provide it, and
two references; and

2. An authorization for release of personal
information, on a form prepared by the commission,
signed by the individual end providing that he:
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a. Authorizes a review by, and full disclosure o, an
agent of the Virginia State Police, of all records
concerning the individual;

b. Recognizes the information reviewed or disclosed
may be used by the Commonwealth of Virginia, its
employers, the commission, members, steff and
agents to determine the signer’s qualifications for a
license; and

¢. Releases authorized providers and users of the
information from any liability under state or federal
data privacy stalutes.

to all applicanits.
2. The types and variely of pari-mutuel horse racing,
pari- mutuel wagering, and other uses of the facility
when racing or wagering is not offered;

3. The quality of physical improvements and
equipment in applicant’s facility, including:

a. Racetrack or tracks and provisions, if any, for a
turf course;

b. Stabling, including fire control measures,

§ 2.17. License criteria. ¢. Grandstand;

A, The commission may Issue aq license if it determines

d. Detenttion barn,
on the basis of all the facts before if that:

1. The applicant is financially able fo operate a
racetrack;

2. Issuance of a license will not adversely affect
compelition within the horse racing indusiry and the
public interest;

3. The racetrack will be operated in accordance with
all applicable state and federal stafutes and
regulations, regulations of the commmission and all
local ordinances; and

4. The issuance of the license will not adversely affect
the public health, safety and welfare.

B. In making the required determinations, the

commission must consider the following factors:

1. The integrity of the applicant, including:
a. Criminal record;
b. Involvement in litigation over business practices;
c. Involvement iIn disciplinary actions over a
business license or permit or refusal tc remew a
ficense or permit;
d. Involvement in proceedings in which unfair labor
practices, discrimination or government regulation
of horse racing or gambling was an issue;
e. Involvement in bankruptcy proceedings;

f. Failure to satisfy Judgments, orders or decrees;

£. Delinquency in filing of tax reports or remitting
taxes; and

h. Any other factors related to infegrity which the
commission deems crucial to its decision making, as
long as the same factors are considered with regard

e. Paddock,

5 Jockeys, drivers’ and backstretch employees’
quarters;

£. Pari-muituel fotalizator;

h. Parking;

. Access by road and public transportation;

7. Perimeter fence;

k. Other security improvements and equipment;

L Starting, timing, photo finish and photo-patrol or
video equipment,

m. Commission work areas; and

n. Any other factors related fo quality which the
comntission deems crucial to its decision making, as
long as the same factors are considered with regard
to all applicants;

4. Imminence of cempletion of facility and
commencement of pari- mutuel horse racing;

&. Financial ability to develop, own and operate a
pari-mutuel horse racing facility successfully,
including:

a. Ownership and control stricture;

b. Amounts and reliability of development costs;

¢. Certainty of site acquisition or lease;

d. Current financial condition;

e. Sources of equity and debt funds, amounts, terms
and conditions and certainty of commitment;
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[ Provision for cost overruns, nonreceipt of
expected equity or debt funds, failure lo achieve
projected revenues or other financial adversity;

&. Feasibility of financial plan, and

b Any other factors related fo financial ability
which the commission deems crucial fo ifs decision
making as long as the same factors are considered
with regard to all applicants.

6. Status of governmental actions required for the
applicant’s facility, including:

a. Necessary road improvements;.
b. Necessary public utility improvements;
¢. Required governmential approvals

developmernt,
Jacility;

for

ownership and operafion of the

d. Acceptance of any required environmental

assessment and preparation of any required
environmental impact statement; and
e. Any other factors related to status of

governmental actions which the comrmission deems

crucial to its decision making as long as the same

factors are considered with regard to all appiicants.
7. Management ability of the applicant, including:

a. Qualifications of managers, consultants and other

contractors to develop, own and operate a

part-mutuel horse racing facility;

b, Security plan;

c. Plans for human and animal health and safety;

d. Marketing, promotion and adveriising plans;

e. Concessions plan;

f. Plan for iraining personnel,

g Equal employment and affirmative action plans;
and

k. Any other factors related to management ability
which the commission deems crucial fo its decision
making as long as the same factors are considered
with regard lo all applicants.

8. Compliance with applicable staiutes,
ordinances or regulations;

chartiers,

9. Efforts to promote orderly growth of horse racing
in Virginia and educate public with respect fo horse
racing and pari-mutuel wagering;

10. Impact of facility, including:

a. Economic impact, including employment created,
purchases of goods and services, public and private
investment and laxes generaied,

b. Environmental impact;

¢. Impact on energy conservation and developmeni
of alternative energy sources;

d. Soctal impact;
e. Costs of public improvements;
J. Impact on the highway network, and

& Any other factors related to impact which the
camrmission deems crucial to ifs decision making as
long as the same factors are considered with regard
to all applicants.

11, Extent of public support and opposition,
12. Effects on competition, including:

a. Number, nature and relative location of other
ficenses;

b. Minimum and optimum number of racing days
sought by the applicant;, and

¢. Any other faciors of the impact of compelition
which the commission deems crucial to decision
making as long as the same factors are considered
with regard to all applicants.

13 The commission shall also consider any other
mformation which the applicant discloses and is
relevant and helpful to a proper determination by the
COMRmISSIOn.

& 2.18. Criteria for unlimited horse racing facilities.
A. Generally.

Every license to conduct a horse race meeting with
part-mutuel wagering privileges, of 15 days or more in
any calendar year is granted by the commission upon the
condition that the licensee will conduct horse racing at its
Jacility or meeting for the promotion, sustenance, and
growth of a native indusiry fn a manner consistent with
the health, safety, and welfare of the people. The
adequacy and sufficiency with which the licensee meets
the criteriq for the procedures, facilities, and equipment
for conducting a horse race meeting of such duration
shall rest with the commission.

L. Each licensee shall accept, observe, and enforce all
federal and state laws, regulations of the commission,
and local ordinances.
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2. Each licensee shall at ali time maintain its grounds
and facilities so as to be neat and clean, painted and
in good repair, with spectal consideration for the
comfort and safely of the public, emplovees, other
persons whose business requires their aitendance, and
for the heaith and safety of the horses there stabled.

3. Each licensee shall horor commission exclusions
from the enclosure and eject immediately any person
Journd within the enclosure who has been excluded by
the commission and report the efection to the
commission. Whenever any livensee efects a person
from the enclosure, it shall furnish a written notice to
the person efected and shall report the ejection lo the
COMMISSION.

4. No later than 30 days before the first day of any
race meeting, each licensee shall submit o the
commission the most recent inspection reports issued
by governmental authorities regarding the condition of
facilities, sanitation, and fire preveniion, delection,
and suppression.

5. Fach licensee shall provide the commission daily
attendance reports showing a turnstie count of all
persons admitted to the enclosure and the reporis
shall indicate the daily number of paid admissions,
taxed complimentary admissions, and tax exempt
admissions.

6. Each licensee shall furnish to the commission
within three months of the closing of its fiscal year,
three copies of its balance sheet and of its operating
statement for the previous fiscal year with
comparison to the prior fiscal year, the same duly
sworn fo by the treasurer of the association, and
certified by an independent certified public
accountant. The financial report shall be in the form
as may be prescribed from Hme to time by the
COMTIISSIon.

7. Each licensee shall maintain a separate bank
account to be known as the “horsemen’s account,”
with the amount of purse money statutorily mandated
to be deposited in the account within 48 hours of the
running of the race. Withdrawals from this account
shali at all Hmes be subject to audit by the
commission, and the horsemen’s bookkeeper in charge
of the account shall be bonded:

a. All portions of purse money shall be made
available when the stewards have authorized
payvmernt o the earners, and

b, No portion of purse money other than jockey
fees shall be deducted by the licensee for itself or
Jfor another, unless so requested in writing by the
person to whom such purse moneys are payable, or
his duly authorized representative. Irrespective of
whether requested, the horsemen’s bookkeeper shall
mail to each owner a duplicate of each record of a

deposit, withdrawal, or transfer of funds affecting
such owner’s racing af the close of each race
meeling.

8. Each licensee shall remit to the commission within
five days of the dav on which the revenue for
pari-mutuel  laxes, admission taxes, and breeders’
Junds were collected. The remiitance shall be
accomplished by a direct deposit in a financial
institution designated by the commission. On fthose
days when the fifth day is a holiday or a weekend
day, the payment must be made by the succeeding
business day. At the close of each month in which

racing is conducted, the licensee must repori fo the
commission all deposits of taxes and breeders’ funds
for that month.

8. On each day lhat deposits are made by the
licensee, a report must be filed with the commission
containing the following recapitulation: fotal refainage,
pari-mutuel tax; state and local admissions taxes;
purse monegys, total breakage; and breeders’ fund
laxes.

10. Each [licensee shall provide areas within the
enclosure Wwhere publications, other informational
materials, and tip sheets, may be sold to the public.
All persons holding a tip sheet concession at the
facility must be licensed by the commission as
vendors.

Each handicapper shall post in a conspicuous place
the previous day’s tip sheel and the oulcome of the
races. Each handicapper shall deliver one copy of the
fip sheet to a commission representative at least one
hour before post time.

11, Each licensee shall supervise the practice and
procedures of all vendors of food, horse feed,
medication, and tack, who are licensed and have
access to the stabling area. No licensee by virtue of
this regulation shall attempt to control or monopolize
proper selling to owners, trainers, or stable employees,
nor shall a licensee grant a sole concession to any
vendor of feed, racing supplies, or racing services.

12. FEach licensee shall provide to the commission
copies of all subordinate confracts, in the amount of
$15,000 annual gross and above, entered into by the
owner, owner-operalor, or operator, and such
contracts shall bhe subject fo approval of the
COMMISSion.

B. Facilities for conducting horse racing.

Each licensee shall provide all of the facilities for the
conduct of horse racing so as to maintain horse racing of
the highest quality and free of any corrupt, incompetent,
or dishonest practices and to maintain in horse racing
complete honesty and integrity.
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1. Each licensee shall provide for flat racing a main
racing surface of at least one mile in circumference;
Jor flat or jump racing on the lurf @ racing surface of
at least seven-eighths of a mile in circumference; for
harness racing a main racing surface of at least
five-gighths of a mile in circumference;, and for other
types of racing a racing surface of generally accepted
standards.

2. Each licensee shall provide a safety rail on the
inside of each racing surface and such other fencing
that is appropriate o safely enclose the racing
surface for horses and riders.

3. Each licensee shall provide distance poles marking
off the racing surface and the poles shall be painted
in the following colors: quarter poles, red and white;
eighth poles, green and white; and sixteenth poles,
black and white.

4. Each licensee shall provide racing surfaces whose
construction, elevation, and surfaces have received
scientific approval as safe and humane, adequate and
proper equipment fo maintain the racing surface, and
sufficient trained personnel fo properly operate the
equipment. Daily records of maintenance shall be
opern for inspection.

&. Each licensee shall provide stabling in a sufficient
amount to conduct a successful horse race meeting.
The horses shall be quartered in individual stalls with
separaie feeding and watering facilities.

6. Each licensee shall provide a stabling area that is
maintained in approved sanitary condifion With
satisfactory drainage, manure, and other refuse kept
in separate boxes or cortainers distant from Ilfving
quarters, and the boxes or conlainers promplly and
properly removed,

7. Each licensee shall provide a systemalic and
effective insect control program and programs lo
eliminate hazards fo public health and comfort in the
stabling area and throughout the enclosure.

8. Each licensee shall provide satisfactory [living
quarters for persons employed in the stabling area as
well as satisfactory commissary, recreation, and
lavatory facilities, and maintain the facilities in a
clean and sanitary manner. No employvee shall be

permitted to sleep in any stall or barn loft.

9. Each licensee shall provide on every racing day
satisfactory sanitary [oilets and wash rooms, and
furnish free drinking waler for palrons and persons
having business within the enclosure.

10, Each licensee shall provide satisfactory first aid
facilities with not less than two beds and attendance
of a competent physician and registered nurse during
racing hours who will be avarlable fo treat both

patrons and permiittees.

11, Each licensee shall provide a paddock where the
horses are assembled prior fo the post parade. Euch
licensee sholl provide a public viewing area where
patrons may walch the activities in the paddock.
Each licensee shall also provide a sufficient number of
roofed stalls so that horses may be housed during

inclerment weather.

12, Egch licensee shall provide satisfactory facilities
for jockeys or drivers who are participating in the
day’s program. The jfacilities shall include
accommodations for rest and recrealion, showers,
totlets, wash basins, arrangements for safe keeping of
apparel and personal effects, snack bar, and other

accormodations as requested by the clerk of scales,
during thoroughbred meelings.

13. Each licensee shall maintain an information desk
where the public may make complaints regarding the
faciities, operations of the licensee, or rulings of the
commission. The licensee shall respond prompily fo
complaints, and inform the commission regarding any
alleged violation of ifs regulations.

14. Fach licensee shall maintain a detention barn for
use by commission employees in securing from horses
which have run a race, samples of urine, safiva,
blood, or other bodily substances for chemtical
analysis. The detention barn shall include a wash
rack, commission veterinarian office, a walking ring,
and a sufficient number of stalls each equipped with
a window suffictently large fo allow the iaking of
samples to be witnessed from outside the stall. The
detertion barn shall be located convenient to the
racing surface and shall be enclesed by a fence so
that unauthorized persons shall be exciuded. Space
shall be provided for signing n and signing out of
permittees whose atlendance is required in the
detention barn.

15, Each Iicensee shall maintain a receiving barn
conveniently located for use by horses arriving for
races that are not quartered in the stabling area. The
licensee shall have a sufficient number of stalls to
accommodate the anticipated number of horses, hot
and cold running water, and stall bedding. The
licensee shall maintain the receiving barm in a clean
and sanitary manner.

6. Each licensee shall provide and maintain lights so
as fo ensure adeguate ilumination in the stabling
area and parking area. Adequacy of frack lighting for
night racing shall be defermined by the commission.

I7. Each licensee shall provide and maintain stands
commanding an unipterrupted view of the enlire
racing surface for the stewards with the location to
be approved by the commission. The licensee shall
provide patrol judge stands so that the floor shall be
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al least six feet higher than Ihe ftrack rail. For
harness racing, each licensee shall provide space in
the mobile starfing gafe which will accompany the
horses during the race.

18, Each Hcensee shall furnish office space, approved
by the commission, for the commission’s use within
the enclosure and an appropriate number of parking
spaces so that its members and staff may carry out
their duties.

19. Each licemsee shall submit fo the commission, at
least 30 days prior to the opening day of a meeting,
a complete list of is racing officials, as set forth
elsewhere in these regulations, and department heads.
No person shall hold any appointment for a horse
race meeling unless approved by the commission after
determination that the appointee is quelified for his
duties, not prohibited by any law of the
Commonwealth of Virginia or regulation of ithe
commission, and eligible to be licensed by the
COMFLISSION.

20. Each licensee shall provide a condition book, or
Jfor harness racing, a condition sheet, listing the
proposed races for the upcoming racing davs and
prepared by the racing secretary, to the commission
at least one week prior to opeming day. Additional
condition books or condition sheets shail be provided
fo the cormmission as soon as published.

21, No licensee shall allow any person to exercise any
horse within the enclosure urnlgss that person is
Wearing a protective helmet of a type approved by
the stewards arnd the chin strap is buckled. For flat
racing, the fterm “exercising” is defined to include
bregzing, galloping, or ponying horses.

22, Each licensee shall employ at least two oulriders
for flat racing, at least four outriders for jump races,
and af least one oulrider for harness racing, fto escort
starters to the post and to assist in the returning of
all horses to the unsaddling area for flat races. No
outrider shall lead any horse that has not
demonsirated unruliness, but shall assist in the
control of any horse which might cause infury fo a
jockey or driver or others. During racing hours,
outriders wWill wear iraditional attire. For flat race
meetings, outriders shall be required to be present on
the racing strip, mounied. and ready to assist in the
control of any unruly horse or to recapture any loose
horse, af all times when the ftrack Is open for
exercising.

23. FEach licensee shall employ for flat meets a
sufficient number of valets to attend each jockey on a
day’s program. Valets will be under the immediafe
supervision and conirol of the clerk of scales. No
valet shall be assigned to the same jockey for more
than two consecutive racing days. Valets shall be
responsible jfor the care and cleaning up of his

assigned rider's apparel and equipment, shall ensure
his rider has the proper equipment and atfend the
saddling of his rider's mount;, and shall attend the
weighing out of his rider. No valel or other jockey
room altendant may place a wager for himself or
another, directly or indirectly, on races run while he
is serving as a valet. Fach licensee shall provide
uniform attire for valets who shall wear the uniform
attire at all times while performing their duties within
public view.

C. Equipment for conducting horse racing.

Each licensee shall provide all of the equipment for the
conduct of horse racing so as to maintain horse racing of
the highest quality and free of any corrupt, incompetent,
dishonest, or unprincipled practices, and fo maintain in
horse racing complete honesty and integrity.

1. Each licensee shall maintain at least two operable
starting gates for flat meefings and twe operable
mobile starting gates for harness racing. The licensee
shall have in attendance one or more persons
qualified to keep the starting gates i good working
order and provide for periodic inspection. For flat
meetings, the licensee shall also make af least one
starting gate along with adequate personnel available
for schooling for two hours each day during training
hours, exclusive of nonrace davs. For harness racing
meetings, a mobile starting gate shall be made
available for qualifying races and schooling.

2. Each licensee shall maintain photo-finish equipment
to assist the stewards and placing judges, where
emploved for flat race meetings, in determining the
order of finish of each race. The licensee shall provide
at the finish [line two photo-finish cameras for
photographing the finish of races; one camerq to be
held in reserve. The standards and operations of the
Photofinish camera as well as the methodology of the
personnel shall be subject to the approval of the
stewards:

a. The photo-finish photographer shall promptiy
furnish the stewards and placing judges prints as
they are requested, and the photographer will
promptly inform the stewards and placing judges of
any malfunction of his equipment;

b A print of a photo finish where the placing of
horse is a half of length or less shall be displayed
either by posting copies of the print or video means
to the public promptly after the race has been
declared “official”; and

¢. Each licensee shall be responsible for maintaining
a file of pholo finishes of all races for one year
after the closing of the horse race meeting.

3. FEach licensee shall provide color video tape
recordings of the running of each race clearly
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showing the position and aclions of the horse and
Jockeys or drivers at close range. Each licensee shall
provide at least three cameras to record panoramic
and head-on views of the race. One camera shall be
located on the finish Iine:

a. Promptly after a race has been declared
“official,” video tape recordings shall be replayed
for the benefit of the public. In those races where
there was a disqualification, video lapes of the
head-on views may also be shown with an
explanation by the public address announcer; and

b. The licensee shall safeguard the lapes of all
videotapes for one vear after the close of the horse
race meeting and promptly deliver to the
commission copies of Videotapes of those races
where there has been an objection, inguiry, protest,
or disqualification.

4. Each licensee shuall provide anm electronic timing
svstem. Each licensee shall also provide e qualified
person fo manually time each race, including splits of
each quarter of a mile, in the event of a malfunclion
of the electronic system.

5. Each licensee shall provide an internal
comrtunication system which links the steward’s
stand, racing secretary’s office, pari-mutuel
department, jockeys’ or drivers’ room, paddock,
detention barn, commission veterinarian’s office,
starting gate, film patrol office, ambulances, public
address announcer, patrol j[udges, and any other
personnel designated by the commission.

6. Each licensee shall provide a public address system
whereby calls of the races and other pertinent
information may be communicated fo the public. This
system shall be utilized by a qualified person, and the
system shall have the capability of transmitiing
throughout the stabling area.

7. Each licensee shall restrict the use of all external
communication devices for a period of time beginning
30 minutes before post time of the first race and
ending when the last race is declared “official’:

a. The licensee shall render inoperable each
telephone or ofher instrument of communication
located in the enclosure, other than those
designated for the exclusive use of the commission;

b. The licensee may not permit an individual within
the enclpsure lo receive a telephone call, telegram,
or message from outlside the emclosure without the
approval of the stewards;

¢. Each licensee shall confiscate unti the end of the
restricted time period a portable telephone,
transmitter, or other instrument of external
communication, Including & car phone, located

within the enclosure; and

d. The licensee may hove lelephone or felegraph
systems within the enclosure for the benefit of the
media, but no information regarding the results
shall be transmitted out of the enclosure until the
resulls are official except for races that are
broadecast or televised live.

8 Each licensee shall provide a rtotalizator and
employ qualified personnel fo operale the system,
provide maintenance of the hardware, software, and
ancillary wagering devices, and be able to perform
emergency repairs in case of emergencies. The
licensee shall also provide v mutuel board in the
infield where approximate odds, amounts wagered in
the win, place, and show pools on each betting
interest, and other pertinent information may be
prominently displayed to the public:

a. The lotalizalor shall maintain at least two
independent sets of pool totals and compare them
at lease once every 60 seconds. The teotalizator shall
record in a system log file any differerice in the
final pool totals;

b. The lotalizator shall have the capability of
calculating the mutuel pools, approximate odds,
probable pavoffs and display them io the public af
infervals of not more than 60 seconds;

¢. The tolalizator shall have the capability of being
locked and wagering terminated automatically at
the command of a steward. Any failure of ihe
systern to lock at the start of the race shall be
reported immediately by the mutuel manager o the
stewards;

d. The Ilotalizator shall have the capability of
displaying the probable payoffs on various
combinations in the daily double, perfecta, and
quinella wagering, and displaying the payoffs fo the
public;

e. The totalizator shall have the capability of
recording the wagering by individual wagers,
including the amount wagered, the belling interest,
and the mutuel window where the wager was
placed. The records of the wagering shail be
promptly made available to the commission upon
request. The licensee shall preserve the records of
the wagering for 30 days after closing of the horse
race meeting. The records shall not be destroved
without permission of the commission,

f The personnel operating the [fotalizator shall
report immediately to the siewards any malfunction
in the system, or what they perceive to be any
unusual patterns in the wagering,

g The totalizator personnel shall make available to
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the comnission any special reports or requests that
may assist the commission in carrying oul Iis
statutory duties and responsibilities for the conduct
of horse racing; and

h. The commission may require an ndependent
ceriified audit of the rotalizator’s software attesting
to the accuracy of its calculations and the integrity
of its accounting processes.

9. Each fcensee shall provide at least one human
ambuiance and at least one horse ambulance within
the enclosure at all times during those hours when
the racing and training surface is open for racing and
training. The ambulances shall be manned and
equipped to render immediale assistance, and shall be
stationed af & location approved by the stewards.

D. Provisions for safety, securify and fire prevention.

Each licensee shall employ sufficient trained personnel
to provide for the safety and security of the public and
others who have business within the enclosure. FEach
licensee shall also fake all measures fo prevent the
outbreak of fires within the enclosure and develop plans
Jor the quick extinguishing of any fires that should occur.

1. Each licensee shall provide sufficient irained
security personnel under the supervision of a qualified
director of security. If the licensee comiracts with a
private security service, the security service must be
bonded and meet all applicable licensing requirements.
If the licensee establishes ifs own securily force, then
director of security shall forward to the commission
detailed plans for the screeming, hiring, and Iraining
of its own personnel.

2. The director of security of each licensee shalil
cooperate fully with the commission and its staff,
federal and state law enforcement agencies, local
police and fire depariments, and industry security
services fo enforce all laws and regulations to ensure
that horse racing in the Commonwealth of Virginia is
of the highest integrity.

2. Each licensee shall develop a detailed security plan
describing the equipment, Le., fences, locks, alarms,
and monitoring devices; the procedures to admil
persons to restricted areas, le., stabling areaq,
paddock, jockevs’ or drivers’ room, vaujt, mutuel
lines, totalizalor room, and posi-race detention barm;
and the trained personnel in sufficient numbers to
provide for the safely amd security of all persons
during racing and nonracing hours.

4. Fach licensee may provide a perimeter fence
around the entire enclosure, but shall fernce off the
stabling area. The entrance to the stabling area shall
be guarded omn a 24-hour basis by uniformed security
personnel 50 that unauthorized persons shall be
denied access lo the restricted stabling area. The

licensee shall also provide for routine patrofling by
uniformed security personnel on a 24-hour basis
within the stabling area.

5. During racing hours, the licensee shall provide
uniformed security personnel fo guard the entramces
to the paddock, jockeys’ or drivers’ room, stewards’
stand, and other restricted areas as may be deemed
appropriate by the commission so that unauthorized
persons shall be denied access to them.

6. The licensee’s director of security shall submit to
the commission and Virginia Stafe Police a writien
report describing every arrest or cormpleted incident
of security investigation or rule violation including the
persori charged, the charges against the person, the
present whereabouts of the person, and disposition of
the charges, if any.

7. The licensee’s director of security shall submit to
the commission a detailed plan describing the
procedures to be followed in case of fire or any other
emergency within the enclosure. The plan shall
contain the resources immediately available within the
surrounding cormunities to cope with fire or other
emergencies, route of evacuation for the public,
conlrolling traffic, and those resources available from
the surrounding communities for police, fire,
ambulance, and rescue services.

8. Each licensee shall observe and enforce aqll state
and local building codes and regulations pertaining to
fire prevention, and shall prohibit the following:

a. Smoking in horse stalls, feed rooms, or under the
shedrow;

b. Open fires and oil or gasoline burning lanterns or
lamps in the stable area;

¢. The unsafe use of elecirival appliances or other
devices which would pose a hazard fo structures,
horses, permittees, or the public; and

d. Keeping flammable materials including cleaning
fluids or solvents in the stabling area.

§ 2.19. Request for racing days.
A. Generally.

A holder of an owneroperaior's or operator’s license
has the privilege of conducting horse racing meetings at
facilities, licensed by the commission, with pari-mutuel
wagering for a period of 20 years, subject fo annual
review by the commission. A holder of an
owner-operator’s or operator’s license shall submit an
annual request to the commission for racing days.

B. Where to file request.
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The licensee shall submit the request in writing to the
main office of the commission no later than September I,
excluding Saturdays, Sundays, or holidays, for the
following calendar year. The commission may, in (s
discretion, extend the deadline as new horse racing
facilities are licensed and completed.

1. A request to be sent by certified mail shall be
addressed to:

Executive Secretary
Virginia Racing Cormmission
Post Office Box 1123
Richmond, VA 23208

2. A request fo be hand-delivered shall be delivered
to:

Executive Secrefary
Virginia Racing Commiission
700 East Frankiin Street
1ith Floor

Richmond, VA 23219

3. A request delivered by hand or by certified mail
will be timely only if received at the main office of
the commission by 5 pm. on or before the date
prescribed.

4. Delivery fo other than the commission’s main office
or to commission personnel by hand or By mail is not
acceptable.

4. The licensee assumes full responsibility for the
method chosen to deliver the request.

. Content of reguest.

The licensee’s request in writing shall include a
statement of how the request will provide for the
promotion, sustenance, and growth of a native indusiry,
in a manner consistent with (the health, safety and
welfare of the people, excepl that the commission, In s
discretion, may waive the foregoing. The request shall
include the following:

1. A request, signed by an officer of the licensee, for
assignment of racing days;

2. A statement of the precise nature and extent of
the assignment requested including the total number
of racing days requested, the dates within which the
racing days are to be conducted and the dark days,
the breed or breeds to be ulilized, the type or lypes
of racing fo be offered, the horse racing facility where
the racing days are Yo be conducted, the hours of
racing, and the profected purse structure.

3. A detailed statemeni of how the request meets the
criteria established in § 2.21 C; and

4. Any other documeniation the licensee deems
material fo ensure a complete understanding of the
requiest.

D. Revision of request.

A lcensee may at anytime request a revision of a
properly submitied request for racing days for commission
approval,

E. Recission of racing days.

The commission may in ils discretion rescind one or
more racing days assigned to a licensee, if the commission
finds that the licensee has not or will not meet the terms
of its license. Any days rescinded muay be reassigrned fo
another licensee.

§ 220, Owner, owner-operator, or operator unlimited
license application fee.

An  applicant jfor an owner’s, owneroperalor's, or
operator’s license under § 375 of the Act must submit a
nonrefundable application by a certified check or benk
draft to the order of the Commonwealth of Virginia in the
amount of 10,000 to cover the cost of the background
investigations mandated by § 59.1-371 of the Code of
Virginia. In the event the cost of the investigation
exceeds the $i0.000 application fee, the applicant must
remil the amount of the difference by cerfified check or
bank draft within 10 days after receipt of a bill from the
COFRIRESSION.

§ 221 Assignment of racing days.
A Generally.

The comunission shall promptly consider a request for
racing days and assign racing days fo a ficensee.

B. Consideration of requests.

Upon receipl of a request for assignment or revision of
racing days, the commission shall consider the request at
its next reguiar meeting, whick Is scheduled 15 days after
receipt of a request and may, in Its discretion, assign the
racing days as reguested, modify the request, deny the
request, or hold a public hearing pursuent to the
following procedures.

1. If the commission deems a hearing is appropriale,
the commission shall send written notice fo the
licensee and give due notice of the public hearing.
The notice must Include a brief description of the
request, a statemen! Ithat persons wishing fo
participate may do so in writing, the {ome and place
of any public hearing on the request, and the earliest
and latest date which the commission may act.

2. The licensee will be afforded the opporiunity to
make an oral presentation, and the licensee or ifs
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representative shall be . aqvailable to answer inguiries
by the commissioners.

3 Any affecied parties, including horsemen, breeders,
employees of the licensee, representaiives of other
state and local agencies will be afforded the
opportunity fto make oral presenifations. The public
may be afforded the opportunity to make oral
presentations and shall be given the opportunity to
submit written comments.

4. If, after a request is received, the commission
determinegs that additional information from the
licensee is necessary to fully understand the request,
the commission shall direct the licensee lo submit
additional information.

4. If the commission further defermines it is necessary
for a full understanding of a request, the commission
shall request the licensee or a person submitling
comments o appear before the commission. The
commission shall request the appearance in writing at
least five days in advance.

6. If a licensee fails fo comply with the foregoing, the
comrnission may deny the request for racing days.

7. A record of the proceedings shall be kepl, either by
electronic means or by court reporter, and the record
shall be maintained until any time Nmits for any
subsequent court appeals have expired.

8. Three or more members of the commission are
sufficient to heor the preseniations. If the chairman of
the commission is notf present, the comrrissioners
shall choose one from among them lo preside over
the hearing.

C. Criteria for assignment of racing doys.

The commission, in making its delermination, must

consider the success and integrity of horse racing; the
public health and safety, and welfare; public interest,
necessity and convenience; as well as the jfollowing
factors:

1. The integrity of the licensee;
2. The finaricial resources of the licensee;

3. The ability of the Hcensee to conduct horse racing,
Including the licensee's facilities, systems, managers,
and personnel;

4. Past complianee of the licensee with statufes,
regulations, and orders regarding horse racing with
pari-mutuel wagering privileges;

5. The licensee’s markel, including area, population,
and demographics;

6. The performance of the horse race meeling wilth
previously assigned duotes;

7. The impact of the assignment of racing days on
the economic viability of the horse racing facility
including attendance and pari-mutuel handle;

8. The quantity and quality of economic developrent
and employment generated;

9. Commonwedlth fax revenues from racing and
related economic activity,

10. The entertainment and recreation opporiunities for
residents of the Commonwealth;

11, The breeds of horse racing;

12. The quality of racing;

13, The availability and quality of horses;

14. The development of horse racing;

15, The quality of the horse racing facility;

16. Security;

17, Purses;

18. Benefits to Virginia breeders and horse owners;

18. Stability in racing dates;

20, Competition among horse racing Jacilities, other
racing days and with other providers of entertainment
and recreation as well as its effects;

21, The social effects;

22 The environmental effects;

23, Community and government support;

24. Sentiment of horsemen; and

25. Any other factors related to the assignment of
racing dayvs which the commission deems crucial to
its decision-making as long as the same factors are
considered with regard to all requests.

D. Assigning racing days.

In assigning racing days fo a licensee, the commission
shall designate in writing the total number of racing days
assigned, the dates within which the racing days are fo
be conducted and dark days, the breed or breeds fo be
utilized, the tvpe or fypes of racing to be offered, the
horse racing facility where the racing days will be
conducted, and the hours of racing.
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1. The commission shall approve, deny or give its
qualified approval to a request for racing days within
45 days after a public hearing, if a public hearing
was held on the reguest.

2. The commuission may, In its discretion, change at
the beginning of any calendar year the assignment of
racing days previously made.

3. The commission shall require a bond with surety or
within the amount of $§1 million or a kigher amount
as the commission may require fo cover any
Indebfedness, including but not Imited o purses,
awards to horsemen and moneys due the
Commonweaith of Virginia, incurred by the licensee.

E. Derial of request final,

The denial of a request by the commission shall be final
unless appealed by the licensee under the provisions of
these reguilations.

§ 2.22. Pavment of owner and operator license fee.

An owrer’s or operator’s license becomes effective upon
the receipt by the commission of a certified check or
bank draft fo the order of the Commonwealth of Virginia
in the amount of license fees and is suspended if the
license fee is not received on or before the specified dates:

L. Owner’s License. A nonrefundable fee of §5,000 per
year due wnd payable within 10 daeys of the original
license being issued and on or before January 1 of
each succeeding year.

2. Operator number of racing days awarded in the
annual application for racing days due and pavable
on or before January I of ecch vear.

§ 223 Tramsfer or acquisition of inferest in owner’s,
owner-operator’s or operator’s license.

A. Generally.

A ficensee already holding ¢ limited or wunlimited
owner’s, owneroperator’s or operator’s license may apply
to the commission to transfer ifs race meet or meelings
to that of another horse racing facility already licensed by
the comrmission.

B. Requirements for transfer of racing days.

The licensee shall apply to the commission in writing
requesting the ftransfer of ifs racing dayvs to that of
another licensee stating:

1. The reason for the transfer;
2. Why the transfer will provide for the promotion,

sustenance, and growth of horse racing and breeding,
in a manner consistent with the heaith, safety, and

welfare of the Commonwealth of Virginia,

3. Why the iransfer will maintain horse racing in the
Commonwealth of the highest quality, end free of any

corrupt, incompetent, dishonest, or unprincipled
practices and maintain complete honesty and
Integrity,

4 Why the transfer will not adversely affect the
operation of any other horse racing facility licensed
by the comrmission,

8. That the tramnsfer has beerm expressly consented to
by the licensee to which the transfer is fo be made;

6. That all licensees agree (o be bound by the
regulations and requirements placed upon it by the
commission before the application for the transfer was
submiited; and

7. That all Heensees to whom racing days are lo be
transferred, have paid all and any applicable license
fees Jor the conduct of horse racing, with pari-mutuel
wagering privileges, at the particular facility or place
for holding races on which the racing is o be
conducted.

C. Consideration by commission.

The commuission will take into account the statement
submitted by the lcemsee and any other testimony or
docurmentation that it deems muaterial before approving or
denving the reguest for transfer of a license. The
commission shall act on the application within 60 days of
receipt.

D. Acquiring ar interest.

Any person desiring o become a pariner, member or
principal stockholder of any licensee shall apply to the
cornmission for agpproval of acquiring aen inferest in the
ficense.

i, The applicant shall meet all of the requirernents
imposed by the comrilssion for licensure as owners or
operaltors, as specified i §§ 2.1 through 2.i7 of these
regulations.

2. The commission shall consider the application and
if the commission finds that acquisition would be
detrimental to the public interest, fo the honesty and
integrity or racing, of ifs reputation, the application
shall be denied.

3. The comemission shall act on the application within
8¢ days of receipt,

§ 2.24. Appeals of denial, fine, suspension or revocation of
ficense.

A. Generally.
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An applicant who is denied a license may appeal the
commission’s decision by requesting a hearing on the
licensing action. A licensee whose license is revoked,
whose license Is denied for renewal, whose request is
dented for transfer, or who s fined or suspended, may
appeal the commission’s decision by requesting a hearing
on the licensing action.

B. Hearings to conform to Adminisirative Process Act.

The conduct of license appeal hearings will conform to
the provisions of Article 3 (9-6.14:11 et seq) of Chapler
L1 of Title 9 relating to Case Decisions.

1. An initial hearing consisting of an informal fact
finding process will be conducted by the execulive
secretary in private to attempl to resolve the issue fo
the satisfaction of the parties involved.

2. If an appeal is not resolved through the informal
fact finding process, a formal hearing will be
conducted by the commission in public. The
commission will then issue its decision on the case.

3. Upon receipi of the commission’s decision on the
case, the appellant may elect to pursue court action
in accordance with the provisions of the
Administrative Process Act (APA) relating to court
review.

C. Form of appeal.

Upon recerving a nolice that (i) an application for or
the renewal of a license has been denied by the
commission, or (i) the commission intends lo or has
already taken action to fine, suspend, or revoke a current
license, the applicant or licensee may oppeal in writing
for a hearing on the licensing action. The appeal shall be
submitted within 30 days of receipt of the notice of the
licensing action.

1. Receipt of said notice is presumed to have laken
place not later than the third day following mailing of
the notice to the last known address of the applicant
or licensee. If the third day falls upon a day on
which mail s not delivered by the Uniled Siafes
Postal Service, the notice is presumed fo have been
received on the next business day. The “last known
address” means the address shown on the application
of an applicant or licensee.

D. Where to file appeal

1. An appeal to be sent by certified mai shall be
addressed to:

Executive Secretary

Virginia Racing Commission
Post Office Box 1123
Richmond, Virginia 23208

2 An appeal to be hand-delivered shall be delivered
to.

Executive Secretary
Virginta Racing Commission
700 East Franklin Sireet
11th Fioor

Richmond, Virginia 23219

3. Ar appeal delivered by hand or by certified mail
will be timely only if recefved at the main office of
the commission by 5 p.m. on or before the date
prescribed.

4. Delivery o other Virginia Racing Comrmission
offices or other commission or officials by hand or by
maif is not effective.

5. The appellant assumes full responsibility for the
method chosen to file the notice of appeal.

E. Content of appeal.
The appeal shall state:

1. The decision of the commission which is being
appealed;

2. The basis for the appeal; and

3. Any additional information the appellant may wish
to include concerning the appeal.

F. Procedures for conducting informal fact finding
hearings.

The executive secretary will conduct an informal fact
finding hearing with the appellant for the purpose of
resolving the licensing action at issue.

1. The executive secretary Will hold the hearing as
soon as possible but not later than 30 days after the
appeal is filed. A notice setting out the hearing date,
time and location will be sent fo the appellant ai
least 10 days before the day set for the hearing.

2. All informal hearings shall be held at the main
office of the Virginia Racing Commission.

& The hearings shall be informal. They shall not be
opernt to the public.

a. The hearings may be electronically recorded. The
recordings will be kept until any time Iimils for any
subsequent appeals have expired.

b. A court reporter may be used. The court reporter
shall be paid by the person who requested him. If
the appeliant elects to have a court reporier, a
transcript shall be provided to the commission. The
transeript shall become part” of the commission’s
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records.

c. The appelfant may appear in person or may be
represented by counsel to present his facls,
argurment or proof in the matter to be heard and
may request other parties to appear lo present
testimony.

d. The commission will present its facts in the case
and may request other parties fo appear to present
testirnorn)y.

e. Questions may be asked by any of the parties at
any time during the preseniation of information
subject to the executive secretary’s prerogative to
regulate the order of presentation in a manner
which serves the interest of fairly developing the

Jactual background of the appeal.

f. The executive secretary may exclude information
at any time which he believes is not germane or
which repeats information received.

g. The executive secrelary shall declare the hearing
completed when both parties have finished
presenting their information.

h. Normally, the execulive secrefary shall issue his
decision within 15 days after the conclusion of an
informal hearing. However, for a hearing with a
court reporter, the executive secrefary shall issue
his decision within 15 days after receipt of the
transcript of the hearing. The decision will be in
the form of a letter to the appellant summarizing
the case and setting out his decision on the malter.
The decision will be sent to the appellant by
certified mail, return receipt requested.

Virginia Racing Comumiission
700 East Franklin Street
11th Floor

Richmond, VA 23219

2. The same procedures in § 2.2¢4 D, for filing the
original notice appeal govern the filing of the notice
of appeal of the executive secretary’s decision to the
commission.

3. The appeal shall state:

a. The decision of the director which fs being
appedied;

b. The basis for the appeal; and

c. Any additional information the appellant rmay
wish to include concerning the appeal,

H. Procedures for conducting formal licensing hearings.

The commission shall conduct a formal hearing within
45 days of receipt of an appeal on a licensing action.

1. Three or more members of the commission are
sufficient to hear an appeal. If the chairman of the
commission Is not present, the members present shall
choose one from among them to preside over the
hearing.

2. The chairman of the commission, at his discretion,
may designate an ad hoc commiliee of the
commission to hear licensing appeals and act on its
behalf. Such committee shall have at least three
members who will hear the appeal on behalf of the

commission. If the chairman of the commission is not
present, the members of the ad hoc commitiee shail

G. Appeal fo comumission for hearing. choose one from among them lo preside over the
hearing.
After receiving the executive secretary’'s decision on the

informal hearing, the appellant may elect lo appeal to the 3. If any commissioner determines that he has a

commission for a formal hearing on the licensing action.
The appeal shall be:

1. Submiited in writing within 15 days of receipt of
the executive secrefary's decision on the informal
hearing;

a. An appeal sent by cerltified mail shall be
addressed lo.

Executive Secretary
Virginia Racing Commission
Post Office Box 1123
Richmond, VA 23208

b. An appeal io be hand-delivered shall be delivered
fo:

Executive Secretary

conflict of interest or potential conflict, that
commission member shall not take part in the
hearing. In the event of such a disqualification on a
subcommittee, the commission chairman shall appoint
an ad hoc substitute for the hearing.

4 A notice seiting the hearing date, time, and
location shall be sent to the appellant at least 10
days before the day set for the hearing. All hearings
will be held at the main office of the Virginia Racing
Commission, unless the commission decides otherwise.

5. The hearings shall be conducted in accordance with
provisions of the Virginia Administrative Process Act
(APA). The hearings shall be open to the public.

a. The hearings shall be electronically recorded and
the recordings will be kept until any time limits for
any subsequent court appeals have expired.
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b. A court reporter may be used. The court reporter
shall be paid by the person who requested him. If
the appeliant elects (o have a court reporter, a
iranscript skall be provided to the commission. The
transcript shall become part of the commission’s
records.

c. The provisions of §§ 96.14:12 through 9-0.i4:14
of the Administrative Process Act shall apply with
respect to the rights and responsibilities of the
appellant and of the commission.

1. Decision by commission.

Normually, the commission will issue its written decision
within 21 dayvs of the conciusion of the hearing. However,
for a hearing with a court reporter, the commission will
issue its writfen decision within 21 days of receipt of the
transcript of the hearing.

1. A copy of the commission’s written decision will be
sent to the appellant by certified mail, return receipt
requested. The original written decision shall be
retained by the commission and become a part of the
case file.

2. The written decision will contain:

a. A statement of the facts to be called, “Finding of
Facts’™;

b. A statement of conclusions (o be called
“conclusions” and to include as much detail as the
board feels is necessary fo set out the reasons and
basis for its decisions; and

¢. A stafement, fto be called “Decision and Order,”
which sets out the commission’s decision and order
in the case.

PART 1.
PARIF-MUTUEL WAGERING.

§ 3.1. Generally.

All permitied wagering shall be under a pari-muiuel
wagering system whereby the holders of winning tickets
divide the total amount wagered, less relainage, in
proportion to the sums they have wagered individually.
All other systems of wagering other than pari-mutuel, eg.,
bookmaking and auction-pool selling, are prohibited and
any person participating or attempiing to participale in
prohibited wagering shall be excluded from the enclosure.

A. Persons under the age of 18 are prohibited from
wagering.

No person under the age of 18 shall be permitfed by
any livensee to purchase or cash a pari-mutuel ticket. No
employee of the licensee shall knowingly sell or cash arny
pari-mutuel ticket for a person under the age of 18.

B. Posted order of finish.

Payment of valid pari-mutuel tickels shall be made on
the basis of the order of finish as posted on the infield
results board and declared “official” by the stewards. Any
subsequent change in the order of finish or award of
purse money as may result from a ruling by the stewards
or commission shall in no way affect the parinutuel
payoff.

Paymenis will be made only on the first three horses
passing the finish line according to the official order of
finish, except in the case of a dead heat for skow, in
which case payvments will be rmade on the horses involved
in the dead heat.

C. Errors in paymernt.

The licensee shall be responsible for the correctness of
all payouts posted as “official” on the infield results
board. If an error is made in posting the payout figures
on the infield results board, and discovered before any
tickets are cashed, the error may be corrected
accompanied by a public address announcernent, and only
the correct amounts shall be used in the payvout,
irrespective of the initial error on the infield results board.

1. The licensee shall compare the ltwo independent
final pool totals and pavouls calculated by the
totalizator prior to posting them orn the infield results
board. In the event of a discrepancy between the two
sets of pool totals amd payouts and the nability of
the tolalizator to determine which of the sels Is
correct, the highest pool total and payouts shall be
used.

2. If an error is made in posting the pavout figures
on the infield resulis board and discovered after
tickets have been cashed, where the public Is
underpaid, the amount of the underpayment shall be
added to the same pool immediately following., Where
the public is overpaid, the amount of the
overpayment shall be absorbed by the licensee.

2. If any underpayment Is discovered after the close
of the horse race meeting or an opporiunity does not
exist to add the amount of the underpayment to the
same pool, the total underpayment shall be paid to
the Commonwealth of Virginia in a manner prescribed
by the commission.

D. Minimum wagers.

The mirimum wager for straight wagering shall be
$2.00. The mirumum wager for multiple wagering shall be
$1.00.

E. Minimum payvouis.

The licensee shall pay fto the holder of any ticket
entitling the holder to participate in the distribution of a
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pari-mutuel pool the amount wagered by the holder plus
a minimum profit of 5.0%. If such a payout creates a
deficiency in the pari-mutuel pool, the licensee shall make
up the deficiency from its share of the pari-mutuel
wagering.

The licensee, with the approval of the stewards, may
bar a horse or entry from wagering In any or all
pari-muiuel pools in a stakes race, handicap, futurity or
other special event where the licensee has good and
sufficient reason to believe that accepting wagers on the
horse or entry may result in a deficiency or minus pool.
The decision to bar wagering on a horse or entry shall be
announced publicly before wagers are accepted on that
race. ‘

F. Posting of regulations.

Part HI of these regulations shall be posted for the
benefit of the public in not less than two places in the
wagering areas of the enclosure and a general explanation
shall be printed in the daily program.

The pari-mutuel regulations posted in the wagering
areas or a general explanation printed in the daily
program shall be preceded by the following statement:

“All pavouts by the pari-mutuel departments of horse
race rmeetings licensed by the Virginia Racing
Commission are subject to the regulations of the
United States Government, the Internal Revenue
Service, and applicable statutes of the Commonwealth
of Virginia.”

G. Identification of holder.

The licensee shall require positive identification of a
holder of a valid winning pari-mutuel ticket before the
payment whern, in the stewards’ discretion, circumsiances
warrant this action.

§ 3.2. Request for types of part-muluel pools.
A. Generally.

Each licensee shall submit a request in writing to the
commission for approval of ithe types of pari-mutuel
wagering pools that are fo be offered to the public during
the horse race meeting. The request for approvel of tvpes
of parivnutuel wagering pools shall be submitted fo the
commission in writing no less than 80 days before the
scheduled opening day of the horse race meeting.

B. Where lo file request.

The licensee shall submit the request in writing to the
main office of the commission.

1. A request fo be sent by certified mail shaill be
addressed to:

Execulive Secretary
Virginia Racing Commission
Post Qffice Box 1123
Richmond, VA 23208

2. A request to be hand-delivered shall be delivered
fo:

Executive Secretary
Virginia Racing Commission
700 East Franklin Street
lith Floor

Richmond, VA 23219

3. A request delivered by hand or by certified mail
will be timely only if received af the main office of
the commission by 5 pm. on or before the dale
prescribed.

4. Delivery to other than the commission’s main office
or to commission personnel by hand or by mail is not
acceptable.

5. The licensee assumes full responsibility for the
method chosen to deliver the reqiiest.

C. Content of request.

The [licensee’s request in writing shall include a
statement of how the request will provide jfor the
promotion, sustenance and growth of a native industry, in
a manner consistent with the health, safety and welfare of
the people, except that the commission, in its discretion,
may waive the foregoing. The request shall include the
Jollowing:

1. A signed request for approval of pari-mutuel pools;
2. A statement of the precise nature and extent of
pools requested, specifying the type of pari-mutuel
wagering pools and their placement in the program;

3. A detailed statement of how the request meels
each of the criteria in subsection C of § 3.3 and

4. Any other documentation the Ilicensee deems
niecessary to ensure a complete understanding of the
request.

D. Revision of request.

A licensee may make a revision of a properly submitted
request for types of pari-mutuel wagering pools.

§ 23 Approval of types of pan'-mutuei wagering poois.
A. Generally.

The commission shall promptly consider a request for
types of pari-mutuel wagering pools. '
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B. Consideration of requesis.

Upon receipt of a request for approval or modification
of lypes of pari-muiuel wagering pools, the commission
shall consider the request at its next regularly scheduled
meeling, and may, in its discretion by a majority vote of
the quorum present, approve the types of pari-mutuel
wagering pools as requested, modify the request, deny the
request, or hold a public hearing pursuant fo the
following procedures:

1. If the commission deems a public hearing is
appropriate, the commission shall send written rnotice
of the request to all persons inferested in
participating in the public hearing. The notice rmust
include a brief description of the request, a statement
that persons wishing to comment may do so in
writing, the time, and place of any public hearing on
the request, and the earliest and latest date which the
commission may act.

2. The licensee will be afforded the opportunity fo
make an oral presentation, and the licensee or ils
representative shall be available to answer inquiries
by the commissioners.

3. Any affected parties, including horsemen, breeders,
employvees of the lcensee, representatives of other
state and local agencies, and the public will be
afforded the opportunity fo make oral presentations.

4. If, affer a request is received, the commission
determines that additional information from the
licensee is necessary to fully understand the request,
the commission shall direct the applicant to submit
the additional information.

&. If the commission further determines it is necessary
for a full understanding of a request, the commission
shall request the licensee or a person submitting
comments lo appear before the commission. The
commission shall request the appearance in writing at
least five days in advance.

6. If a licensee fails to comply with the foregoing, the
cornmission may deny the request for the types of
pari-mituel wagering pools.

7. A record of the proceedings shall be kept, either by
electronic means or by court reporter, and the record
shall be maintained until any time lmits for any
subsequent court appeals have expired.

8. Three or more members of the commission are
sufficient to hear the presentations. If the chairman of
the commission Is nof present, the commissioners
shall choose one from among them fo preside over
the meeting.

C. Criteria for approval of types of parimutuel
wagering pools.

The commission, in making ifs determination, must
consider the success and infegrity of horse racing the
public health and safety, and welfare; public interest,
necessity, and convenience; as well as the following
factors:

1. The integrity of the licensee;

2. The financial sirength of the licenses;

3. The ability of the licensee to operate a racetrack
and conduct horse racing, including the Ilcerisee’s
Ffacilities, systems, policymakers, wmanagers, and
personnel;

4. Past compliance of the Ncensee with statutes,
regulations, and orders regarding pari-mutuel horse
racing;

4. The licensee’s markef, including area, population,
and demographics;

6. The performance of the horse racing facility with
previously approved pari-mutuel pools;

7. The impact approving the pari-mutuel pool will
have on the economic viability of the horse race
meeting, including attendance and handie;

8. The quantity and quality of economic activity and
employment generated;

9. Commonwealth of Virginia fax revenues Jfrom
racing and related econormiic activity;

10. The entertainment and recreational opporfurnities
for Virginta cifizens;

11, The variety of racing;

12, The quality of racing,

13. The availability and quality of horses;

14. The development of horse racing;

15. The quaiity of the horse racing facility;

16. Security;

17. Purses;

i8. Benefits to Virginia breeders and horse owners;

18. Competition among licensees and with other
providers of entertainment and recreation as well as
its effects;

20. Social effects;

21. Community and govermment support;
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22. Sentiment of horsemen, and

23. Any factors related to the types of pari-mutuel
wagering pools which the compmiission deems crucial
to its decision-making as long as the same factors are
considered with regard fo all horse race meetings.

D. Approving types of parti-mutuel pools.

The commission shall approve, deny or give its qualified
approval fo a request for types of pari-mufuel wagering
pools within 45 days after a public hearing, if a public
hearing is held.

E. Denial of reqguest final

The denial of a request by the commission shall be final
unless appealed by the licensee under the provisions of
these regulations.

§ 3.4 Pari-mutuel tickels.

A. Generally.

A valid pari-muiuel lickel is evidence of a contribution
to the pari-muiuel pool operated by the licensee and is
evidence of the obligation of the licensee to pay to the
holder the portion of the distributable amount of the
pari-mutuel pool as is represented by the ticket. The
licensee shall cash ali valid unmutilated winning tickets
when they are presenied for payment within 60 days of
the date of their purchase.

B. Valid pari-mutuel tickels.

To be deemed a valid pari-muiuel ticke!f, the ticket
must have been issued by a pari-mutuel tickel machine
operated by the licensee and recorded as a ticket entitled
to a share of the pari-mutuel pool, and contain imprinted
information as to.

1. The neme of the horse racing facility,
2. The date of the wagering transaction,
3. A urnigue identifving number or code;
4. The race number for which the pool is conducted;
5. The type or fypes of wager or wagers represented;

6. The number or numbers representing the wagering
interests for which the wager Is recorded;

7. The amount or amounts of the contributions to the
pari-mutuel pool or pools for which the ticket is
evidence; and

8. The place of issuance.

C. fncorrect ticket issuance.

Any claim By a person that he has been issued a tickel
other than that which he requested, must be made before
the person leaves the window and before the totalizator is
locked.

E. Invalid claims.

After purchasing « ticket and after leaving a ticket
window, a person shall not be entitled to make a claim
for an incorrect ficket or claim refund or payment for
tickets discarded, lost or destroyed or mulilated beyond
identification.

F. Mdentification of tickets.

The responsibility for identifving valid pari-mutuel
tickets rests with the licensee.

G. Limits on cashing tickets.

Payment orn valid pari-mutuel Hckets, including lickels
where refunds are ordered, shall be made only upon
presentation and surrender of valid pari-mutuel tickets to
the licensee where the wager was made within 60 days
after the purchase of the ticket. Failure fto present any
vafid pari-mutuel ticket fo the licensee within 60 days
after the purchase of the ticket shall constitute a waiver
of the right to payment.

§ 3.5. Operations of the mutuel depariment.
A. Generaily.

Each licensee shall strive to keep the daily program of
racing progressing as expeditiously as possible with due
regard for the health, safety, and comfort of the public
and participanis. The licensee shall provide a sufficient
number of mutuel windows and clerks so that the public
will be conveniently accommodated.

B, Post lime.

Post time for the first race on each racing day shall be
approved by the commission upon written reguest by the
ficensee. Post time for subsequent races on the same
prograrn shall be fixed by the mutuel manager.

1. Where heat racing is utiized in harness racing, the
time between separate heats of a single race shail not
be less than 40 minutes.

C. Termination of wagering.

The pari-mutuel machines shall be locked by a steward
immediately upon the start of the race through an
electrical control in the stewards’ stand or before the start
of a race through a method subject to the approval of the
COMmmISSIon.

D. Unwarranted delays.
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If the start of the race Is delayed two minutes or more
beyond the official post time, as shown on the infield
resulls board, for no good reason, the stewards may, in
their discretion, lock the ticket-issuing machines.

E. Commerncement of wagering.

Mutuel windows shall open no less than 30 minutes
before the first race. Cashing of tickets shall begin, and
selling shall resume, as soon as possible after the official
results of a race have been posted on the infield resuits
board.

F. Interruptions of wagering.

If. for any reason, including « malfunction of the
fotalizator, the ticket-issuing machines are locked during
the wagering on a race before the start, they shall remain
locked until after the race. Wagering shall cease on that
race, and the payout for that race shall be computed on
the sums then wagered in each pool In the event the
ticket-issuing machines are inadvertently locked through
some human error, the tickel-issuing machines shall be
opened only on the approval of the stewards.

. Conclusion of wagering.

No parismultuel tickels may be sold after the totalizator
has been locked, and the licensee shall not be responsible
for pari-mutuel ticket soles entered into but not completed
by issuance of a ticket before the totalizator has been
locked.

H. Designated windows.

No pari-mutuel fickets shall be sold except by the
ficensee, and pari-mutuel tickets shall onlv be sold at
regular windows properly designated by signs.

I Compliance with tax regulations.

All payouts on winning tickets shall be subject fo
withholding of federal and state laxes when the amount
of the pavout exceeds the dollar threshold set by the U.S.
Internal Revenue Service. In those cases where the
payouts require identification and deduction of
withholding taxes prior to cashing pari-muiuel tickets to
hoiders, the licensee shall comply with the applicable
regulations of the Internal Revenue Service and the
statutes of the Commonwealth of Virginia requiring
identification and deduction of withholding taxes.

J. Emergency situations.

If any emergency arises in connection with the
operation of the mutuel department and the emergency Is
not covered by these regulations and an immediate
decision is necessary, the mutuel manager shall make the
decision, and make a prompt report of the facts fo the
stewards and the commission.

§ 3.6, Wagering inferests.
A. Generally.

The licensee shall be responsible for the coupling of
horses for wagering purposes in accordance with these
regulations and shall provide wagering opportunities in
gccordance with the siuccess and integrity of horse racing
as well as the public interest.

B. Coupled eniries.

When two more horses run in a race and are coupled
for wagering purposes, ¢ wager on one of the horses shall
be a wager on all of them. The horses are called “an
entry.”

C. Mutuel field.

When the individual horses compeling in a race exceed
the numbering capacity of the infield results board, the
highest numbered horses within the capuacity of the infield
results board and all horses of a higher number shall be
grouped together and called the “mutuel field,” and a
wager or one of them shall be a wager on all of them.

D, Straight wagering opportunities.

Unless the commission approves a prior writien request
from a licensee fo alter wagering opportunities for a
specific race, the licensee shall offer:

1. Win, place, and show wagering on all scheduled
races that include six or more wagering interests;

2 If horses representing five or fewer wagering
interests are scheduled to start in a race, themn the
licensee may prohibif show wagering on thal race;
and

3. If horses represeniing four or fewer wagering
interests are scheduled fo start inm a race, then the
licensee may prohibit place wagering, show wagering,
or both on that race.

E. Trifecta wagering oportunities.

Trifecta wagering shall not be scheduled on a race
unless at least six wagering interests are programmed. In
the event of a horse being excused by the stewards,
frifecta wagering on a race in which five wagering
interests remain is permissible. However, there shall be no
irifecta wagering on any race with less than five
wagering interests.

F. Perfecta or quinella wagering opportunities.

Perfecta or quinelle wagering shall not be scheduled on
a race unless at least five wagering interests are
programmed. In the event of a horse being excused by
the stewards, perfecta or quinella wépgering on a race in
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which four wagering interests remain is permissible, if
perfecta or gquinella wagering on the race had begun
before the stewards excused the horse. There shall be no
perfecta or guinella wagering on any race with less than
Jour wagering interests.

G. Extraordinary circumstances.

In extraordinary circumstances, discretion is vested n
the stewards to cancel any frifecta, perfecta, quinella, or
any other muitiple wager pool, and assign multiple
wagering pools to other races when the stewards believe
it would best maintain in horse racing complete honesty
and ntegrity.

H. Stake roces and special evenis.

In the case of stake races, handicaps, futurities, and
other special events, the licensee may offer any straight
and multiple wagering pools regardless of the number of
wagering interest upon submiission of a reguest in writing
to the commission and approval from the commission.

§ 3.7, Straight wagering.
A. Generally.

Win, place, and show pari-mutuel wagering pools shail
be considered ‘straight wagering.” In any race, the win,
place, and show pools are trealed separately, and the
distribution of the profits are calculated independently of
each other. The *“net pool” to be distributed as profit
shall be afl sums wagered in the pool, less retainage and
breakage, as defined elsewhere in these rules.

B. Win pools.

The amount wagered fo win on the horse or wagering
Interest whick finished first is deducted from the net pool
and the bolance which remains is profit. The profit is
divided by the amouni wagered on the horse or wagering
Interest finishing first, this quotient being the profit per
dollar wagered fo win. The relurn fo the holder includes
the amount wagered and the profit. In addition, the
following provisions apply fo win pools:

I if there /s o deed heat for first involving itwo
horses of two different wagering interests, the net win
pool shall be distributed as if it were a place pool. If
the dead heat involves horses of three wagering
interests, the net win pool is distributed us if it were
a show pool; and

2 I ne win Hcket is sold on the horse which finishes
first, them the net win pool is distributed to the
holders of win tickels on the horse or wagering
Interest finishing second.

C. Place pools.

The amounts wagered fo place om the first two horses

fo finish are deducted from the net place pool and the
balance which remains is profit. The profit is divided into
two equal amounts; one-half of the profit is divided by
the amount wagered to place on the first finisher, this
quotient being the profit per dollar wagered to place on
the first finisher; and one-half of the profit is divided by
the amount wagered to place on the second finisher, this
quotient being the profit per dollar wagered to place on
the second finisher. The return to the holder includes the
amourntt wagered and the profit.

1. If there is a dead heat for first between horses
represeniing the same wagering inferest, the nef place
pool is distributed as if it were a win pool. If the
dead heat is belween horses represemiing two
different wagering interests, the place pool is
distributed as if one wagering interest finished first
and the other finished second. If the dead heal is
among horses representing three different wagering
interests, the net place pool is distributed as if it
were a show pool,

2. If there is a dead heat for second between horses
representing the same wagering interest, the net ploce
pool is distributed as if no dead heat occurred. If the
dead heat for second is between horses representing
two or more wagering interests, the net place pool is
divided in half, with one-half allocated to the horse
finishing first and the other one-half divided equally
s0 as to allocate one-fourth of the net place pool for
wagers to place on each of the hwo horses finishing
in a dead heat for second, or one-sixth of the net
place pool for wagers to place on each of three
horses finishing in a dead heat for second.

3. If the first and second finishers comprise a single
wagering inferest, the net place pool is disiributed as
if it were a win pool,

4. If no place tcket is sold on a horse which finishes
Jirst or second, then the horse which finished third
shall replace that horse in the distribution of wagers
in the net place pool.

D. Show pools.

The amounts wagered to show on the first three horses
to finish are deducted from the net pool to determine the
profit. The profit is divided into three equal amounts.
One-third of the net show pool is divided by the amount
wagered to show on the first finisher, the quotient being
the profit per dollar wagered fo show on the first finisher;
one-third of the net show pool is divided by the amount
wagered fo show on the second finisher, the quotient
being the prafit per dollar wagered to show on the second
finisher; and one-third of the profit is divided by the
amount wagered fo show on the third finisher, the
quotient being the profit per dollar wagered to show on
the third finisher. The return to the holder includes the
amount wagered and the profit.
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L. ¥f there is a dead heqt for first between two horses
involving different wagering interests, or three horses
nvolving three differerit wagering interests, the show
pool Is distributed as if no dead heat occurred. If the
dead heal for first is between two horses including
the same wagering inlerest, two-thirds of the profit is
allocated to wagers to show on the coupled wagering
miterest and one-third of the profit is allocaied fo
wagers fo show on the other horse among the first
three finishers. If the dead heat for first is among
three horses Including one wagering interest, the show
pool is distributed as if it were a win pool.

2. If there is a dead heat for second between fwo
horses including different wagering interests, the show
pool is distributed as if no dead heat occurved. If the
dead heat for second is between horses including the
same wagering inferest, two-thirds of the nel show
pool shall be allocated fo wagers to show on the
coupled wagering inferest and one-third of the profit
shall be allocated to wagers fo show on the horse
finishing first. If the dead heai for second is among
three  horses involving Iwo or (three wagering
lnlerests, one-third of the net show pool is allocated
to wagers to show on the horse finishing first and the
remaining two-thirds of the net show pooi is divided
equally by the number of wagering inlerests finishing
i a dead heat for second for proportionate
distribution on wagers to show for each wagering
interest finishing in a dead heat for second.

3. If there is a dead heat for third between horses
involving the same wagering interests, the net show
pooi is distributed as if no dead heat occurred. If the
dead heal for third is among horses involving two or
more Wagering interests, fwo-ithirds of the net show
pool shall be allocated fo wagers to show on the first
two finishers and the remaining one-third of the net
show pool Is divided equally by the number of
wagering interests finishing in a dead heat for third
for proportionate distribution on wagers to show for
each wagering interest finishing in a dead heat for
third.

4 If the first three horses [o finish comprise one
wagering interest, the nei show pool shall be
distributed as if it were a win pool If two horses
coupled as a single wagering interest finish first and
second, or first and third, or second and third,
two-thirds of the net show pool shall be allocated to
wagers fo show on the single wagering interest and
ong-third of the net show pool shall be allocated to
wagers on the other horse among the first three
finishers.

5. In the event one horse coupled in the wagering by
reason of being in the mutuel field or part of a
mutuel eniry finishes first or second and another
horse included in the same wagering interest finishes
in a dead heat for third, the allocation of the net
show pool shall be:

a. One-half of the net show poofl shall be allocated
to the wagers on the field or entry, one-third of the
net show pool shall be allpcated to the horse
finishing first or second, and one-sixth of the net
show pool allocated for the horse finishing in a
dead heot for third. The remaining one-sixih of the
net show pool shall be allocated to wagers on the
horse, which was not a part of the mutuel field or
entry, finishing in a dead heat for third.

6. In the event only fwo horses finish, the nef show
pool, if any, shall be distributed as if it were a place
peool. If only one horse finishes, the net show and
place pools, if any, shall be distributed as if it were a
win pool.

7. If, in the event no show {ticket is sold on a horse
which finishes first, or second, or third, them, the
horse which finished fourth shall replace that horse in
the distribution of wagers in the show pool.

§ 3.8, Mulliple wagering.
A. Generally.

Daily double, quineila, perfecta, irifecta, pick three, arnd
pick six pari-muituel wagering pools shall be considered
“‘muitiple wagering.” In any race or races, the daily
double, quinella, perfecta, Irifecta, pick three, and pick six
pools are lreated separately and the distribution of the
pools are calculated independently of each other. The “net
pool” to be distribuled shall be all sums wagered in the
pool, less retainage and breakage, as defined elsewhere.

B. Daily double pools.

The daily double wager is the purchase of a pari-mutuel
ticket to select the two horses that will finish first in the
two races specified as the daily double. If erther of the
selections fails to win, the parimutuel tickei is void,
except as otherwise provided. The amount wagered on
the winning combination, the horse or wagering intsrest
which finishes first in the first race coupled with the
horse or wagering Interest finishing first in the second
race of the daily double, is deducted from the net pool fo
determine the profift. The profit is divided by the amount
wagered on the winning combination, the quotient being
the profit per dollar wagered on the winning daily double.
The return to the kolder includes the amount wagered
and the profit. In addition, the following provisions apply
to daily double pools:

1 If there is a dead heat for first including iwo
different wagering interests In one of the two daily
double races, the daily double pool is distributed as if
it were a place pool, with one-half of the net pool
allocated to wagers combining the single winner of
one daily double race and one of the wagering
interests involved in the head heat In the other daily
double race, and with the other one-half of the net
pool allocated to the wagers vombining the single
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winner of onre daily double race and the olhker
wagering inferest involved in the dead heat in lhe
other daily double race.

2. If there are dead heats for first involving different
wagering interests in each of the daily double races
whichk resuft in winning combinations, the nef pool
shall be allocated equally fo the winning combingtions
after first deducting from the net pool the amount
wagered on ali winning combinations for
proportionate allocation to the winning daily double
combinations.

3. I no daily double ficket Is sold combining the
horse or wagering interest which finishes first in one
of the daily double races, the daily double pool is
distributed as if it were ¢ win pool, with the nel pool
allocated to wagering combinations which include the
horse or wagering interest Which finished first in one
of the daily double races.

4 ¥ no daily double ticket is sold combining the
horses or wagering inferests which finish first in both
the first and second race of the daily double, then the
winning combinations for distribution of the daily
double profit shail he that combiping the horses or
wagering interests which finished second in each of
the daily double races.

5. If, after daily double wagering has begun, a horse
not coupled with another as a wagering inlerest in
the first race of the daily double is excused by the
stewards or [s prevented from oblaining a fair start,
then daily double wagers combining the horse shall be
deducted from the daily double pool and shall be
promptly refunded.

6. If, after the first race of the daily double hus been
run, a horse not coupled With another as a wagering
interest in the second race of the daily double is
excused by the stewards or prevented jrom oblaining
a fair start, then daily double wagers combining the
winner of the first daily double race with the horse,
which was excused or was prevenied from obtaining
a fair stari, shall be allocated a consclation daily
double.

7. Consolation daily double payvoffs shall be
determined by dividing the net deily double pool by
the amount wagered combining the winner of the first
daily double race with every horse or wagering
interest scheduled to start in the second daily double
race, the quotient being the consolation payoff per
dollar wagered combining the winner of the first daily
double race with the horse prevenied from racing in
the second daily double race. The refurn to the holder
includes the amouri wagered and the profit. The
consolation payoff shall be deducted from the net
daily double pool before calculation and allocation of
wagers on the winning daily double combination.

& If for any reason the first race of the daily double
is cancelled and declared ‘“no contest” a full and
complele refund shall be promptly made of the daily
double pool.

8. ¥ for anmy reason the second race of the daily
double Is cancelled and declared “no contest,” the nef
daily double pool shall be paid to the holders of daily
double tickets which include the winner of the first
race.

C. Quinella pools.

The quinella wager is the purchase of a pari-mituel
ticket to select the first bwo horses to finish In the race.
The order in which the horses finish is immaterial. The
amount wagered on the winning combination, the first
two finishers irrespective of which horse finishes first and
which horse finishes second, is deducted from the net pool
fo defermine the profit. The net pool is divided by the
amount wagered on the winning combination. The return
to the holder inciudes the amount wagered and the profil.
In addition, the following provisions apply fo the quinella
peols:

1. If there is a dead heat for first between horses
including two different wagering interests, the net
quinella pool is distributed as If no dead heat
occurred. If there Is a dead heat among horses
nvolving three different wagering inlerests, the nel
quinella pool is distributed as if it were a show pool
and the pool is allocated to wagers combining any of
the three horses finishing in the dead heat for first.

2. If there is a dead heat for second befween horses
including two different wagering inferests, the net
quinelle pool is distributed as if 1t were a place pool
and i is allocated fo wagers combining the first
finisher with either horse finishing in a dead heat for
second. If the dead heaf is among horses involving
three different wagering interests, the net quinella
pool is distributed as if it were a show pool and it is
allocated to wagers combining the first horse with
each of the three horses finishing in o dead heat for
second.

3. If horses representing a single wagering inferest
finish first and second, the net quinella pool shall be
allocated to wagers combining the single wagering
interest with the horse or wagering interest with the
horses or wagering interest which finishes third.

4 If no gquinella ticket is sold combining the first
firisher with one of the horses finishing in a dead
heat for second, then the net quinella pool is
allocated to wagers combining the first finisher with
the other horse finishing in a dead heat for second.

5 ¥ no quinslla ticket is sold combining the first
Jinisher with either of the horses finishing in a dead
heat for second, then the net quinelle pool is
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allocated to wagers combining the two horses which
Jfinished in the dead heat for second.

6. If no quinella ticket is sold combining the first
finisher with either of the horses finishing in a dead
heat for second, or combining the two horses which
finished n a dead heat for second, the the net
quinelie pool is disiributed as if it were a show pool
and it is allocated ic wagers combining any of the

Jirst three finishers with amy other horses.

7. If no quinella tickel is sold combining the first two
Jinishers, (then the net quinella pool shall be
distributed as if ¥ were a place pool and It is
allocated fo wagers combining the first finisher with
any other horses and fo wagers combining the second
finisher with any other horse.

& If ne quinella ticket is sold combining horses or
wagering interests as would require disiribution, a jfull
and complete refund shall be made of the eniire
quinella pool.

D, Perfecta pools.

The perfecia wager is the purchase of a pari-mutuel
tichet fo select the tweo horses that will finish first and
second in @ race. Paymeni of the tickei shall be made
only to the purchaser who has selected the same order of
finish as officielly posted. The amount wagered on the
winning combination, the horse finishing first and the
horse finishing second, in exact order, s the amount io
be deducted from the net perfecta pool to determine the
profit. The profit is divided by the armount wagered on
the winning combination, the quotieni being the profit per
dollar wagered on the winning perfecta combination. The
return to the holder includes the amount wagered and the
profit. In addition, the following provisions apply to the
perfecta pool:

1. If no ticket Is sold on the winning combination of
a perfecta pool, the net perfecta pool shall be
distributed equally between holders of tickets selecting
the winning horse to finish first and holders of tickets
selecting the sscond place horse to finish second.

2. If there is a dead heat between two horses for first
place, the net perfecta peo! shall be calculoted and
distributed as a place pool, onehalf of the net
perfecta pool being disiributed to holders of tickets
selecting each of the horses in the dead heat to finish
first with the other horse to finish second.

In case of a dead heat between two horses for second
place, the nel perfecta pool shall be calculated as a
place pool, one-half of the net perfecta pool being
disiributed fo holders of tickeis selecting the horse fo
Jinish first and one horse in the dead heat, and the
other one-half being disiributed to holders selecting
the horse to finish first and the other horse in the
dead heai.

3. If there is a dead heat for second place and if no
ticket is sold on one of the two winning
combinations, the entire net perfecta pool shall be
calculated as a win pool and distributed to holders of
the other winning combination. If no tickels combine
the winning horse with either of the place horses in
the dead heat, the net perfecta poo! shall be
calculated and distributed as a place pool to holders
of tickets representing any inlerest in the nel pool

4. If an entry finishes first and second, or mutuel
field horses finish first and second, the net pool shall
be distributed to holders of tickets selecting the entry
to win combined with the horses having finished
third.

5 If no ticket is sold thai would require disiribution
of a perfecta pool, the licensee shall make a complete
and full refund of the perfecta pool.

6. If a horse Is excused by the stewards, no further
perfecta tickets shall be issued designating that horse,
and all perfecta tickels previously issued designating
that horse shall be refunded and deducted from the
gross pool.

E. Trifecta pools.

The ftrifecta wager Is purchase of a pari-mutuel ticke!
to select the three horses that will finish first, second, and
third in a race. Payment of the ticket shall be made only
to the holder who has selected the same order of finish as
officially posted. The amount wagered on the winning
combination, the horse finishing firsi, the horse finishing
second, and the horse finishing third, in exact order, is
deducted from the pool fto determine the profil. The profit
is divided by the amoun! wagered on the winning
combination, the quotient being the profit per dollar
wagered on the winning combination. The return to ihe
holder includes the amount wagered and the profit.

1. If no ticket is sold on the winning combination, the
net trifecta pool shall be distributed equally among
holders of tickets designating the first two horses in
order.

2. If no ticket is sold designating, in order, the first
two horses, the net trifecta pool shall be distributed
equally among holders of tickels designating the horse
fo finish first.

3. If no ticket Is sold designating the first horse to
win, the net trifecta pool shall be distributed equally
among holders of tickets designating the second and
third horses in order.

4. If less than three horses finish, the payout shall be
made on tickets selecting the actual finishing horses,
in order, ignoring the balance of the selection.

5. If there is a dead heat, ail triféc.ta tickets selecting
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the correct order of finish, counting « horse in a dead
heat as finishing in either position involved in the
dead heatf, shall be winning tickets. The net Irifecta
pool shall be caiculated as a place pool.

6. The uncoupling for belting purposes of horses
having common ties is prohibifed in races upon which
trifecta wagering s conducted.

7. If a horse is excused by the stewards or prevenied
from obfaining a fair stari, all irifecta  ticketls
previously issued designating the horse shall be
refunded and dedicted from the gross pool.

F. Pick three pcols.

The pick three wager is the purchase of a part-mutuel
ticket to select the winners of three races designated by
the licensee for pick three wagering. Pavment of the
ticket shall be made to holder who has selected ithe
winners of the three different races designaied for pick
three wagering, unless otherwise provided for in these
regulations. :

1. Those horses constituting an entry of coupled
horses or those coupled to comprise the mutuel field
in a race comprising the pick three wager shall race
as a single wagering interest for the purpose of pool
caleulation and payment. However, if any part of a
coupled erniry or the mutuel fleld racing as a single
wagering interest Is « starfer in a race, the entry or
field selection shall remain as the designated wagering
interest fo win in that race for the pick three
calevlation, and the selection shall not be deemed a
scraich.

2. The entire net pick three pool shall be distributed
among the holders of pari-mutuel lickets which
correctly designate the official winner in each of the
three races comprising the pick three wager.

3. In the event there is no pari-mutuel ticket whick
correctly designates the official winner in each of the
three races comprising the pick three wager, the
major share (75%)} shall not be distributed but shall be
carried over fo the next racing day and shall be
added to the pick three pool for disiribution among
kolders of pick three tickets which correctly designate
the official winner in each of the three races
comprising the pick three wager. The minor share
(25%) will be distributed among holders of pick three
tickets which correctly designate the most official
winners, but fewer than three, of the races comprising
the pick three wager.

4 In the event a pick three pari-mutuel ticket
designates a selection in any one or more of the
races comprising the pick three and that selection is
excused by the stewards or is prevented from
obtaining a fair start, the actual favorite's) as

evidenced by the amounis wagered in the win pool at

the time of the start of the race, will be substituted
for the nonstarting selection for all purposes,
including pool calculations and payouts to the holders.

5. In the event of a dead heat for win between two
or more horses in any pick three race, ali horses in
the dead heat for win shall be considered as winning
horses in the race for the purpose of calculating the
pool.

6. No pick three ticket shall be refunded except when
aff three races are cancelled or declared “no
confests.” The refund shall apply to the pick three
pool established on that racing card. Any ‘“net pool”
accrued from a carryover from a previous pick three
shall further be carried over (o the next pick three
pool scheduled by the licensee conducting the race
meeling.

7. In the event that any number of races less than
three comprising the pick three are completed, 100%
of the net pool for the pick three shall be distributed
among holders of lickets that designate the most
winners in the completed races. No carryover from a
previous day shall be added to the pick three pool in

which less than three races have been completed. Any
net pool carryover from a previous pick three pool
shall be Jurther carrigd over to the next pick three
scheduled by the licensee.

8. Should no distribution be made pursuant to these
regulations on the last day of the horse race meeting
in which pick three wagering is offered, then that
portion of the distributable pool and all moneys
accumudated shall be distributed to the holders of
tickels correctly designating the most winning
selections of the three races comprising the pick three
that day.

9 in the event that a licensee is unable to distribute

the refained distributable amount carried over from
any prior pick three pool established pursuant to this
rule by the end of ils race meeting due fo
cancellation of the final program of racing or any
other reason, the refained distributable amount shall
be invested with interesi, in a manner approved by
the commission. The principal and interest shall be
carrted forward to the next race meeting having a
pick three of the same location and of the same
breed of horses that generated the retained
distributable amount.

10. In the event a race meeting Is not conducted at
that location, with the same breed of horses that
generaled the nel pick three pool wilh Interest, the
net pick three pool shall be remitted to the
commission. A retained undistributed pick three
carryover pool shall not for any purpose be
considered as part of the unclaimed tickets pool.

11 No pari-mutuel ticket for pick three wagering
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shall be sold, exchanged . or cancelled after the time of
closing of wagering in the first of the three races
comprising the pick three, except for refunds on pick
three tickels as required by these regulations. No
person shall disclose the number of ftickels sold in the
pick three pool, or the number or amount of tickels
selecting winners of the pick three races until the
stewards have declared the last pick three race each
day to be “official”

G. Pick six pools.

The pick six wager is the purchase of a pari-mutuel
ticket to select the winners of six races designated by the
licensee for pick-six wagering. Payment of the ticket shall
be made fo holder who has selected the winners of the
Six different races designated for pick six wagering, unless
otherwise provided for in these regulations.

1. Those horses constituting an entry of coupled
horses or those horses coupled to comprise the
mutuel field in a race comprising the pick six wager
shall race as a single wagering inlerest for the
purpose of pool calculation and payment. However, if
any part of either an eniry or the field racing as a
single wagering interest is a starter in a race, the
entrv or the field selection shall remain as the
designated fo win in that race for the pick six
calculation, and the selection shall not be deemed a
scratch.

2. The entire net pick six pool shall be distributed
among the holders of pari-mutuel tickets which
correctly designate the official winner in each of the
six races comprising the pick six wager.

3. In the event there is no pari-mutuel licket which
correctly designates the official winner in each of the
six races comprising lhe pick six, the major share
(75%) shali not be distributed but shall be carried over
to the next racing day and be added to the pick six
pool for distribution among holders of pick six tickels
which correctly designate the official winner in each
of the six races comprising the pick six wager. The
minor share (25%) shall be distributed among holders
of pick six fickels which correctly designate the most
official winners, but fewer than six, of the races
comprising the pick six wager.

4 In the event a pick six pari-mutuel ticket
designales a selection in any one or more of the
races comprising the pick six and that selection is
excused by the stewards or is prevenled [Jrom
obtaining a fair start, the acfual favoritess) as
evidenced by the amounts wagered in the “win pool”
at the time of the start of the race, will be
substituted for the nonstarting selection for all
purposes, including peol calculations and payouls lo
the holders.

8. In the event of a dead heat for win befween two

or more horses in any pick six race, all horses in the
dead heat for win skall be considered as winning
horses in the race for the purpose of calculating the
pool.

6. No pick six ticket shall be refunded except when
all six races are cancelled or declared “no contests.”
The refund shall apply to the pick six pool established
on that racing card. Amy ‘net pool” acecrued from a
carryover from « previous pick six shall further be
carried over lo the next pick six pool scheduled by
the licensee conducting the race meeting.

7. In the event that any number of races less than
six comprising the pichk six are completed, 100% of
the net pool for the pick six shall be distributed
among holders of tickels that designate the most
winners in the completed races. No carryover from a
previous day shall be added to the pick six pool in
which less than six races have been completed. Any
net pool carryover from a previous pick six pool shall
be further carried over to the next pick six scheduled
by the licensee.

8. Should no distribution be made pursuant fo these
regulations on the last day of the horse race meeting
in which pick six wagering is offered, them that
portion of the distributable pool and all moneys
accumulated shall be distributed to the holders of
tickets correctly designating the most winning
selections of the six races comprising the pick six
that day.

9. In the event that a licensee is unable fo distribute
the retained distributable amount carried over from
any prior pick six pool established pursuant to this
rule by the end of ils race meeting due fo
cancellation of the final program of racing or any

other reason, the retained distributable amount shall
be invested with interest, in a manner approved by
the commission. The principle and Iinferest shall be
carried forward to the next race meeling having a
pick six at the same location and of the same breed
of horses that generated the retained distributable
amount,

10. In the event a race meeting is not conducted at
that location, with the same breed of horses that
generated the net pick six pool with interest, the net
pick six pool shall be remitted to the commission. A
retained undistributed pick six carryover pool shall
not for any purpose be considered as part of the
unclaimed tickets pool.

11. No pari-mutuel ticket for pick six wagering shall
be sold, exchanged or cancelled afier the time of
closing of wagering in the first of the six races
comprising the pick six, except for refunds on pick
six tickets as required by these regulations. No person
shall disclose the number of tickels sold in the pick
six pool or the number or amount of lickets selecting
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winners of the pick six races until the stewards have
declared the last pick six race each day o be
“official.”

§ 3.9, Refunds.
A. Generally.

For all wagers other than the daily double, pick three
or pick six, a refund at face value shall be made o afl
holders of pari-mutuel tickets on horses that have been
excused by the stewards, participated in a race where o
horse finished, or a race, where in the discretion of the
stewards, was declared ‘no conlest” for wagering
purposes. Unless olherwise provided for in these
regulations, no refund shall be made if the horse excused
by the stewards is part of a coupled entry or the field.

B. Nonstarfers in straight wagering.

If any horse is prevented from obiaining a fair start by
Jfailure of the starting gate or olher untoward events, the
entire amount in the win, place and show pools wagered
on that horse shall be promptly refunded and the horse
declared a nonstarter.

C. Nonstariers in multiple wagering.

In races on which multiple wagering is permitied,
except on the second half of the daily double, pick three
or pick six, if a horse is prevented from oblaining a fair
start, the entire amount wagered on any combination
including that horse shall be promptly refunded and the
horse declared a nonstarter.

D. Cancelling pools due fo nonstarters.

If any horse or horses are prevenmted from obiaining a
Jair start so that it would reduce the total number of
starters below six, the following shall apply:

1. If horses representing five wagering interests obtain
a fair start, the licensee may refund the entire
amount wagered in the show pool;

2. If horses representing four or fewer wagering
interests obiain a fair start, the licensee may refund
the entire amount wagered in the show pool, place
pool, or both, and

3. If horses representing fewer than ftwo interests
obtain a jfair start, the race may be declared ‘no
contest” and the enfire amount wagered in the win,
place and show pools shall be promptly refunded.

E. Cancelling pools due to late scratches.

After wagering has commenced on a race and prior fo
the race being run, should a horse or horses be excused
by the stewards resulting in a field of less than six
different wagering interests, the following appiy:

1. If horses representing five wagering interests will
start, the licensee may refund the entire amournt
wagered in the show pool

2. If horses representing five or fewer wagering
interests will start, the licensee may refund the entire
amount wagered in the show pool, the place pool, or
both;

3. If horses representing fewer than two interests will
start, the race may be cancelled and the entire
amount wagered in the win, place and show pools
skall be promptly refunded. However, the horse or
horses shall race for the purse as nonwagering event,

" F. No refunds.

If a horse is left at the post at the start, or the rider or
driver is unseated, there shall be no refund.

G. Sratches In entries.

If two or more horses in a race are coupled as a
wagering interest or the field, there shall be no refund
unless all of the horses so coupled are excused by the
stewards or all of the horses so coupled are prevented
jrom obtaining a fair start, Discretion, however, Is vested
in the stewards to order o refund where a part of an
eniry in a stake, handicap, futurily or other special event
is excused by the stewards or prevented from obtaining a
Jair start, where it is in the public interest to do so. In
this instance, the remaining part of the entry shall race
Jor the purse only.

H. Posiponed races.

in the case of a race postponed beyvond the day
originally scheduled, all money wagered on the race shall
be refunded.

L. Cancelling turf races.

In the eveni conditions require a race fto be moved
Jrom the iurf to the main racing surface, any advance
wager shall be refunded at the request of the holder of
the part-mutue! ticket up unthl post time of the race
immediately preceding the scheduled turf race. This
regulation does not apply te pick three or pick six
wagering.

J. Announcement of refunds.

In those cases where a refund is due the public or a
pari-mutiel pool Is cancelled, the licensee shall promptly
inform the public through the public address sysfem and
other appropriate means of communication.

PART IV
DISTRIBUTION OF PURSE MONEY.

§ 4.1. Purse amounts.
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Pursuant to § 59.1-392 of the Code of Virginia, 8.0% of
the pari-mutuel pools for straight wagering, and 9.0% of
the pari-mutuel pools for multiple wagers shall be
allocated for purse money fo participants by the licensee.
In making the distribution of purse money, the licensee
shall, to the extent possible, mainiain purse arnounts in
proper relationship to aciual pari-mutue! handles.

§ 42 Adjustments lo purses.

Should levels of pari-mutuel handle create overpayvment
or underpavment of purses paid during the course of the
race meeting, the licensee shall make adfustments in each
publication of its condition book lo atfempt fo heep
purses comnsistent with mutuel handles,

§ 4.3. Overpayments carried over.

If, at the end of the korse race meeting an
overpayment of purses has occurred, the overpayment
shall be carried over fo the next horse race meeting of
the same breed and the overpayment may be recovered
by the licensee. The [licensee shall recover the
overpayment on an even basis over the course of the
horse race meeling to preveml serious inconsistencies in
. purse levels during the horse race mesling.

§ 4.4. Underpayments carried over.

If. at the end of a horse race meeling, an
underpayment of purses has occurred, the underpayment
shall be carried over fo the next horse race meeting of
the same breed. The underpayment must be paid to the
horse owners by adding the underpayment fo the purses.
The licensee shall repay the underpayment on an even
basis over the course of the horse race meeting to
prevent serious inconsistencies in purse levels during the
horse race meeting.

§ 4.9, Willful underpayment,

Should the commission determine that a [licensee
willfully failed to adjust purse levels in violation of these
regulations for the purposes of relaining purse
underpayments from one race meeting to the next, the
licensee will be the subject of disciplinary action of the
COMmISSIon.

§ 4.6. Escrow accounts.

All money received by a licensee for races that require
nominating, sustaining, eniry, or starting fees must be
placed in Inferest bearing escrow accounts, and all
accrued interest ruust be added fo these races if: (i) the
total fees received for the race exceed $15000; or (1) fees
are due and payable for the race more than 180 days in
advance of the adveriised date of the running of the race.
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Symbol Key
Roman iype indicales exisling texi of reguistions. ffalic fype indicates new {ext. Language which has been stricken
indicates text to be deleted. [Brackeied language] indicates a substantial change from the proposed text of the

DEPARTMENT OF AGRICULTURE AND CONSUMER
SERVICES (BUARD O

Title of Reguiation: VR 115-84-62. Rulez and Regulatitns
fer Enforcement of the Virginia Pest Law - Virginia
Gypsy Moth Quarantine,

Statutory Authority: §§ 3.1-188.23 and 3.1-188.24 of the Code
of Virginia.

Effective Date: Japuary 1, 1980

NOTICE FEOM THE REGISTRAR OF REGULATIONS: The
Virginia Gypsy Moth Quarantine is being revised pursuvani
to § 3.1-188.23 of the Code of Virginia, which provides
authority for the Commissioner of the Virginia Department
of Agriculture and Cousumer Services io extend or reduce
regulated areas described in  the quarantine. The
Commissicner's action must be reviewed by the Virginia
Board of Agriculiure and Consumer Services atl its next
regularly scheduled meeting and within 90 days of the
Commissioner’'s saciion. The depariment will receive,
consider and respond fo petitions by any interesied
persons at any time for reconsideration or revision of the
regulation.

Summary:

By the authorily granted under § 31-188.23 of lhe
Code of Virginia, the Commissioner of the Virginia
Departmeni of Agriculture and Constmer Services
hereby extends the regulated areas under the Virginia
Gypsy Moth Quarantine doe o the detection of larvae
and other [ife slages of the gypsy moth in areas nof
currenfly under regulafion. The current regulated area
is changed by the addition four entire countics
(Amelia, Dinwiddie, Nelson, and Notfoway), Ihe
extension of the curren! regulated area in a portion of
one county fo now Include the entire counly (Augusia
County wiil now be listed in subsection B of § 3 in
the regulations as an entire county), portions of two

counties {(Amberst and Rockbridge), and ltweo
independent cities (Buena Vista and Stavnfon). All
other parts of the Virginia Gypsy Moth Quarantine will
remain unchanged.

VR 115-04-02. Rules and Regulations for Enforcemeni of
the Virginia Pest Law - Virginia Gypsy Moth Quarantine,

§ 1. Definitions.
The following words and terms, when used in these

regulations, shall have the following meaning, unless the
context clearly indicates ctherwise:

“Associated eguipment” wmeans articles associated with
mobile homes and recreational vehicles such as, bui not
limited to: awnings, tenis, outdeor furniture, trailer blocks,
LP gas containers, and trailer skiris.

“Compliance agreement” means a wrilien agreement
between a person epgaged in growing, handling, or moving
regulated articles, and the VDACS, US. Department of
Agriculture (UUSDA)Y, or both, wherein the former agrees to
comply with the requirements of the cempliance
agresment,

“Gypsy moth” means the insect
(Linngeus) in any living stage.

“Lymantria dispar”

“Hazardous recreational vehicle site” means any sile
where a recreational vehicle is, or may be parked, which
i determined by an inspecior i{o harbor populations of
gypsy molh that could be spread by movement of
recreational vehicles or associated equipment.

“Inspector” means any employee of the Virginia
Department of Agriculiure and Consumer Services, or
other person authorized by the commissioner to enforce
the provisions of the quarantine and regulations.

“Mobile home” means any vehicle, other than a
recreational vehicle, designed to serve, when parked, as a
dwelling or place of business.

“Outdoor household articles” means articles associated
with z household that have been kepi outside {he home,
inciuding bul not limited fo outdoor furniture, barbegque
grills, building materials, children’s play things, yard items,
trash cans, dog houses, boats, hauling trailers, garden tools,
tenis, and awnings.

“Recreational vehicles” means highway vehicles,
including pickup fruck campers, one-piece mofor homes,
and camping or travel trailers, desigped 1o serve as a
temporary dwelling.

“Scientific permi!” means a document issued by the
Virginia Depariment of Agriculture and Consumer Services
to authorize movement of regulated articles to a specified
destination for scientific purposes.

“Virginia Pest Law” means that law set forth in Article
6 (§ 3.1-188.20 et seq.) of Chapfer 13 of Title 3.1 of the
Code of Virginia.

§ 2. Regulated articles.
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The following articles are regulated under the provisions
of this quarantine, and shall znot be moved info or within
Virginia, except in compliance with the conditions
prescribed in this quarantine:

1. Trees with roots, shrubs with roots, and persistent
woody stems, except if greenhouse grown throughout
the vear.

2. Logs and pulpwood, except if moved to a mill
operating under a compliance agreement.

3. Firewood.
4, Mobile homes and associated equipment.

5. Recreational vehicles and associated equipment,
moving from hazardous recreational vehicle sites and
the person in charge of the site has been notified.

6. Cut Christmas trees.

7. Any other products, articles (e.g., outdeor househoid
articles), or means of convevance, of any character
whatsoever, when it is determined by an inspector
that any life stage of gypsy moth is in proximity to
such articles and the articles present a risk of
artificial spread of gypsy moth infestations and the
person in possession thereof has been so notified.

§ 3. Regulated areas.

A. Any area of another state or the District of Columbia,
whether designated high risk or low risk, in which gypsy
moth is known to occur and is se geographically described
and regulated by the United States Department of
Agriculture under the Gypsy Moth and Browntail Moth
Quarantine No. 45, or under a state gypsy moth guarantine
or other state legislation,

B. The following areas in Virginia:

1. The entire counties of Accomack, Albemarle,
Amelia, Arlington, Augusta, Caroline, Charles City,
Chesterfield, Clarke, Culpeper, Dinwiddie, FEssex,
Fairfax, Fauquier, Fluvanna, Frederick, Gloucester,
Goochland, Greene, Hanover, Henrico, Isle of Wight,
James City, King George, King and Queen, King
William, Lancaster, Loudoun, Louisa, Madison,
Mathews, Middiesex, Nelson, New Kent, Northampton,
Northumberland, Nottoway, Orange, Page, Powhatan,

Prince George, Prince William, Rappahannock,
Richmond, Rockingham, Shenandoah, Southampton,
Spotsylvania, Stafford, Surry, Sussex, Warren,

Westmoreland, and York.

2. The entire independeni cities of: Alexandria, Buena
Vigta, Charlottesville, Chesapeake, Colenial Heights,
Fairfax City, Falls Church, Franklin, Fredericksburg,
Hampton, Harrisonburg, Hopewell, Manassas, Manassas
Park, Newport News, Norfolk, Petersburg, Pogquoson,

Portsmouth, Richmond, Sfaunton, Suffolk, Virginia
Beach, Waynesborg, Williamsburg, and Winchester.

3. A portion of the following:

Augusia County - thal pertion of the ecouniy being
east of Interstate 81 and neorth of Intersitate 64

Amierst County - thal portion of the county being
north of Route 60.

Rockbridge County - that portion of the county being
nrortit of Route 60 and east of Inlerstate 81.

§ 4. Conditions governing movement of regulated articles
into or within Virginia.

A regulated article may not be moved inio or within the
state from a regulated area as described in § 3 unless a
certificate or permit has been issued and attached io the
regulated article in accordance with § 5.

§ 5. Conditions governing the issuance of certificates and
permits.

A, Certificates.

Certificates may be issued by an authorized inspector
for the movement of the regulated articles designated in §
2 under any of the following conditions when:

1. In the judgment of the inspector, they have not
been exposed fo infestations;

2, They have been examined by the inspector and
found to be free of gypsy moth;

3. They have been ftreated to destroy gypsy moth
under the direction of the inspector and accerding to
methods selected by him from administratively
authorized procedures known to be effective under the
conditions in which applied;

4, Grown, produced, manufactured, stored, or handled
in such manner that, in the judgement of the
inspector, gypsy moth would not be tiransmitted by
movement of the article.

B. Permits.

Permits may be issued by an authorized inspecior for
the movement of noncertified regulaied articies to
specified destinations under conditions specified for limited
handling, use, processing, or treatment,

C. Compliance agreement.

As a condition of issnance of certificates or permits for
the movement of regulated articles, any person engaged in
purchasing, assembling, exchanging, handling, processing,
utilizing, treating, or moving regulaied articles may be
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required ¢ sign a compliance agreement. The agreement
shall stipulate that safeguards will be maintained against
the establishment and spread of infestation, and will
comply with ihe conditions governing the maintenance of
identity, handling, and subseguent movemeni of such
articles, and the cleaning and treatment of means of
conveyance and containers.

D. Use of certificates or permits with shipments.

All regulated ariicles are required fo have a certificate
or permit afiached when offered for movement. If a
certificate or permit is attached fo the inveice or waybill,
the attachiment of a certificate or limited permit to the
regulated article will not be required. Certificates or
permits attached to the invoice, waybill, or other shipping
document, shall be given by the carrier to the consignee
at the desiination of the shipment, or to an inspector when
requested.

E. Assembly of articies for inspection.

Persons intending to move any regulated articles shall
apply for inspection as far in advance as possible. They
shall safeguard the arilcles from infestation. The articles
shall be assembled ai a place and in a manner designated
by the ingpecior to facilitate inspection.

§ 6. Cancellation of certificates or permiis,

Any certificate or permit which has been issued or
authorized will be withdrawn by the inspector if he
determines that the holder has not complied with
conditions for their use or with any applicable compliance
agreement.

§ 7. Inspection and disposal of regulated articles and pests,

Any properly identified inspector is authorized to stop
and inspect, and i{o seize, desiroy, or otherwise dispose of,
or require dispesal of regulated articles and gypsy moths
as provided in the Virginia Pest Law under which this
guarantine is issusd.

§ 8. Shipment
purposes.

for experimental or other scientific

Any living stage of gypsy moth may be moved intrastate
only if such movement is made for scientific purposes
under scientific permit frem the Virginia Department of
Agriculture and Consumer Services, and in accordance
with any conditions which may be required in the permit.
The permit shall be securely attached to the outside of the
shipping container.

§ 9. Nonliability of the department.

The Virginia Department of Agriculture and Consumer
Services shall not be liable for any costs incident to
inspections required under the provisions of the guarantine
and regulations, other than for the services of the

inspector.

DEPARTMENT OF CORRECTIONS (STATE BOARD OF)

NOTICE: The State Board of Corrections has REPEALED
the fellowing regulation.

Title of Repulation: VR 230-01-042. Rules and Regulatiens
for the Purposes of Services for Clients.

Statutory Authority; § 53.1-53 of the Code of Virginia

Effective Date: January 17, 1990

Summary:

This regulation provides instructions for purchasing
services for clients when such services are not
available within the Department of Corrections. During
the department’s two-year reevaluation of regulations,
this regulation was determined to be unneeded, as
such instructions are adequately provided in the

Agency Procurement and Surplus Property Manual as

well as in other publications. These instructions
require the department’s adherence to their
procedures.

DEPARTMENT OF LABOR AND INDUSTRY
Safety and Health Codes Board

Title of Regulation: VR 425-01-64 Standard for Beller and
Pressure Vessel Operator Certification.

Statutory Authority: § 15.1-11.6 of the Code of Virginia.

Effective Date: January 17, 1990

Summary:;

The regulation provides a uniform standard to be used
by the governing bodies of counties, cities and lowns
which have adopted ordinances requiring the
certification of boiler and pressure vessel operators.

Operators are classified either as a Class 1 Operator
with authorization to operate any steam plant or as a
Class 2 Operator limited to high pressure steam planis
of 500 boiler horsepower or less, heating planis having
low pressure steam boilers with pump return, and hot
water plants.

If gn jindividual holds a valid license or certificate
pursuant to Chapter 3.1 (§ 40.1-51.5 et. seq.) of Title
40.1 of the Virginia Code, ie., the Boiler and Pressure
Vessel Safety Act, or Is currently certified under this
standard by another local jurisdiction, certification
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under this standard would not be required.

If an applicant presents a valid license or certificate
from another state or local government ouiside the
Commonwealth and provides documentation that the
requirements for such license or certificate are equal
or greater to those established under this standard,
certification under this standard may be provided

without examination.

The local jurisdication shall establish an agent or
board to whom applications for certification will be
made. Such agenmt or board will also issue the
certificates of competency. A wriiten test is to be
supplied and evaluated by the Chief Beiler Inspector
for the Commonwealth or his designee. The locality
shall set its own fee structure.

The regulation also provides for specific cases of
exemption, a maximom penally, a basis for revocation
and Iapse of certification and an appeals process.

The final regulation differs from the proposed
regulation by the definition of additional terms;
further clarification of terms, conditions and
procedures; inclusion of additional acceptable items of
education and training, addition of a three-year
limitation on conditional certification; deletion of
requirements for reexamination; provision that a
certificate shall lapse if an individual has not been
employed in the trade during the previous five years;
and the correcfion of typographical errors.

VR 425-01-64. Standard for Boiler and Pressure Vessel
Operator Certification.

§ 1. Definitions.

The following words and terms when used in these
regulafions shall have the following meaning unless the
context clearly indicates otherwise:

“Accredited” means accredited by an accrediting body
recognized by the US. Department of Education.

“Act” refers to § 15.1-11.6 of the Code of Virginia.

“Agent” means the agent established by a county, cily
or town, under local ordinance to examine and determine
an applicant’s qualifications for certification under the Act.

“"Approved” means acceptable to the Commissioner of
Labor and Indusiry.

“Board” means the board established by a county, city
or town, under local ordinance fo examine and determine
an applicant’s qualifications for certification under the Act.

“Boiler” means a closed vessel in which water is heafed,
steam is geperated, steam is superfeated, or any
combination thereof, under pressure or vacuum for use

externally to itself by the direct application of heat The
term “boiler” shall include fired units for heating or
vaporizing liquids other than water where these unils are
separate from processing systems and are complete within
themselves.

[ “Beiler SHorsepower- shall be definred as ) thke
evaporatien of 345 pounds of stcam per hour frem gad ai
hour or {0 140 sguare feet of steamn rodintion: or 59
224 sguere feet of waler radintion o 1509 o 09 1
klowatt per bour electricp! input o befler |

“Boiler operator” means an individual who would
normally be the senior operational and maintenance
person at the site of the boiler who would be expected to
react to changing operational and maintenance sifuations.

“Certificate of Compelency” means a certificate issued
to a person who has passed the prescribed examination as
provided in subsection C of § 3 of these regulations.

"“Commissioner” means the
Department of Labor and Industry.

Commissioner of the

“Department”
Industry.

means the Department of Labor and

[ “Heating plant” means a heating system containing a
low pressure steam or hot waler boiler used to generate
energy for use in heating buildings, polable water or
processing. |

“High pressure bolier” means a steam boiler where the
safety valve(s) is (are) sel (o relieve at a pressure of
more than 15 pounds per square inch,

“Horsepower rating of a boiler” for the purpose of this
standard shall be the Jargest rating determined in
accordance with each of the following (i) by dividing the
square feet of boiler heating surface by 10, or (ii) the
manufacturer’s rated oufput in horsepower; or (ifi) where
the manufacturer’s rated ouiput Is expressed in lerms
other than horsepower, such rating converted into
horsepower by the use of one of the factors as defined in
these standards.

“Hot water heating boiler” means any hot water boiler
cperated at pressures not exceeding 160 [ pounds psi | or
temperatures not exceeding 250°F.

“Jurisdiction” as referred fo In this standard shall mean
counties, cities and towns in the Commonwealth.

“Low pressure boiler” means a steam boiler where ihe
safety valve(s) is (are) set to relieve at a pressure of 15
pounds per square inch or less and hof water heating
boilers.

“Pressure vessel” as referred to in this stapdard shali
be any vessel in which (i) the pressure is oblained from
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an external source, or by an internal or external
application of heat; and (1) is an auxiliary to a boiler
plant,

[ “One boiler horsepower” shall be defined as (i) the
evaporation of 345 pounds of wafer per hour from and at
212°F; or (i) 33475 British Thermal Units (B.T.Ul) per
hour; or (iii} 140 square feet of steam radiation; or (iv)
224 sguare feef of water radiation at I150°E; or (v) 1§
kilowatt per hour electrical input to boiler. ]

[ “Sieam plant” means a system conlaining a high
pressure boifer lo generale energy for use in heating,
power gencration or processing operations. ]

§ 2. Authority and application.

A, This standard is established in accordance with §
15.1-11.6 of the Code of Virginia for use by counties, cities
and fowns for the certification of boiler and pressure
vessel operators.

B. This standard shall apply fo any person who engages
in, or offers io engage In, for the general public for
compensation, the operation or maintenance of a boiler or
pressure vessel All jurisdictions whe choose fo regulate
the certification of boiler and pressure vessel operators
shall utilize this standard for control of certification within
the Commonwealth,

C. This standgrd shall nof affect Iicensing or inspection
under any other provision of the Code of Virginia.

D. Locaiities shall forward a copy of their certification
ordinance upon adopfion or amendment to the Office of
Boiler and Pressure Vessel Safety in the Virginia
Department of Labor and Industry.

E, The Depariment of Labor and Industry will provide
advisory | interprefatiens opinions | concerning [
applieations Inferpretation and application 1 of (this
standard upon request.

F. This standard shall not apply to any person who, in
his capacity as an employee, is engaged in the operation
or maintenance of a boiler or pressure vessel owned by
his employer.

§ 3. Certification.

A. Boiler operators and pressure vessel operalors
covered under this standard shall be duly cerlified in the
proper ciass by the examining agent or board of the
Jurisdiction adopting a boiler certification ordinance.

B, The agent or board shall be appointed by the
adopling jurisdiction. Any such agent or board shall
provide for the examination of applicanis for boiler and
pressure vesse! operator certification no less than 12 times
per year.

C. The  written examination for boiler operator
certification shall be provided and evaluated by the Chief
Boiler Inspector of the Commonwealth, or his designee,
and be administered by the [ ageney agent | or board.

Such examination shall include questions, diagrams and
practical tests of sufficient scope fo demonstrate that the
applicant has the necessary qualifications, experience and
knowledge of the basic principles involved In operation,
care and maintenance fp operafe safely the boiler and
auxiliary pressure vessels of the class for which an
application for certification has been made.

Specific competencies shall include, but not be limited to
the following:

1. Principles of boiler design;

2. General operation practices;

3. Effecis of water treatment;

4, Inspection requirements; and

5. Emergency shutdown procedures.

D. The ciass of certification and the ({training and
experience requirements are as follows:

1, Class-1 Boiler Operator - To (ake charge of and
operate [ or maintain ]| any steam plant.

Requirementis:

Two years experience as an operator of high pressure
boiler beyond that experience which is required for a
Class-2 Operator.

[ Substitution of 1 a [ baceatouréate | degree in
mechanical engineering from an accredited college,
university or school of technology or successfol
completion of an approved boiler operator
apprenticeship program { or a US. military fraining
course | may be { substititted permitted ] for one year
of the required experience.

2. Class-2 Boiler Operator - To take charge of and
operate any of the following:

a. A high pressure steam planl where the fotal
horsepower rating of the boiler is not in excess of
500 boiler horsepower, or a combination of high
pressure boilers and heating boilers and auxiliary
pressure vessels; or

b. A heafing plant having Iow pressure boilers with
a pump return with no limitation on total capacity;
or

c. A heating plant having hot water heating boilers,
with no limitation on total capacity.
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Requirements;

Al least two years experience [ as a boiler operator or
an assistant boiler operator, fireman or ciler, 1 in a
high pressure steam plant of more than 75 boiler
horsepower { as an assistant beiler operater; fireman
er oifer 1, or

Four years [ of such | experience in a plant of not
less than 50 boiler horsepower [ (%900 sgquare feet of
steam radiatien orf 11200 sgquare feet of weler
radigtion at 180°85) 3 .

[ Substitution of | a [ baccalaureste | degree in
mechanical engineering from an accredifed college,
university or school of technology or successful
completion of any approved boiler operator
apprenticeship program [ or a U5, military training
course | may be [ substituted permitted ] for one year
of the required experience.

E. In cases where a boiler operator has been cperating
a plant for a period of at least one year prior to the
effective date of implementation of these standards by the
adopting jurisdiction, or where the classification of such a
boiler operator has been changed by this standard, such
an operator may be conditionally certified [ for a
three-year period ] by the agent or board in order that the
operator may continue operation of that plant and no
other. A suitable endorsement should be noted on his
certification decuments.

F. Application for examination in the class of
certification shall be made on an approved form provided
by the agent or board of the adopting jurisdiction. A
notarized statement of education, training and experience
in operating steam boilers or low pressure boiler plants
and guxiliary pressure vessels shall be provided with the
application.

G. No certification shall be required of an individual
holding a valid license or certificate, under Chapter 3.1 (§
40.1-51.5 ef. seq.) of Title 40.1 of the Code of Virginia, or
certified under this standard by another furisdiction. An
applicant who holds a valid certificate or license from any
[ other 1 state or local government outside (the
Commonwealth may be certified without examination upon
the presentation of the following to the agent or board:

1. A valid certificate or license from that authority;
and

2. The certification or licensure requirements of that
authority;

provided that the authority’s requirements for certification
or licensure are equal to or greater than those established
under this standard.

H, Applicants must successfully complete an examination
and the other requirements to be deemed certified, except

as indicated in subsection G above.

I. The agent or board shall receive and evaluate the
applications and examinations and issue certificates of
competency to applicants successfully completing the
examination process.

J. The agent or board of the adopting jurisdiction may [
certify permit 1 an applicani [ lo sit for a written
examination ] at a lower ciass than that for which the
applicant [ was examined has applied 1 , if it is
determined fhat an applicant lacks either experience or
requisite knowledge of the class applied for.

K. Applicants whe fail to pass the required examination
may not be reexamined until 90 days after the date of the
last examination.

L. Applicants shall be notified in writing by the agent or
board of the results of their application within 30 days [
of the examingtion date following the receipt of
examination results from the Chief Boiler Inspector of the
Commonwealth or his designee ] .

M. The certification fee shall be established by iths
adopting jurisdiction.

N. Certificates of competency shall be provided by the
department and issued by the adopting jurisdiction at a
frequency established by the adopiing jurisdiction,

0. When a certificate of compeiency has been lost or
destroyed, the owner shall present a notarized statement to
that effect and pay [ the fee a precessing charge ]
established by that jurisdiction for issuance of a duplicaie
certificate,

[ # € Recxaminntion

Reexamination will be reguired when eertifieatien hes
been aHowed 4o lapse. Reexamipation for a lapsed
certifieate is unnccessary where the fellowing copditions
apphy

+ That sueh certification was ot revoked during #he
period for which it was isped, and was walid on the
date of expiration; and

# Thot application for renewel Bas beea made in
Writing within 38 days from the date such certifiention
expired; and

& I a certificate oxpires while the Aslder is i
service of the TS Armed Forees the certificate may
be repewed withow! examingiion upoh preseptation of
the expired certificate to the coxgmining agest oF
that the holder was serving on achve duly af the Hme
of expiration. The ecstablished repewsl fce shell Be
by the exommining board- |
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[ $ & § 4. 1 Exemptions from certification,
A. Fxempt from certification are operafors of:

1. Boilers and pressure vessels on boals or vessels
operated under the reguiations of (he Marine
Inspections, U.5. Coast Guard;

2, Steam driven vehicles used solely for traction or
show purposes;

3. Hot water heating boilers having ftotal boiler
horsepower nof exceeding 100 horsepower [ 32;400
square feei of water radigtion at 166°53 ] ;

4. Low pressure steam boilers having gravity or trap
returns; and

5. Nuclear plant facilities under the control of the
Nuclear Reguiatory Comrmission.

B. Notwithstanding exemptions listed above, no provision
Rerein shall be consirued as authorizing or permitting
operation of a boller without a valid and unexpired
certificate, where an ordinance requiring such a
certification has been adopted.

[ §6& § 5 ] Penalties.

Section 15.1-11.6 of the Code of Virginia provides that
penaltics for noncompliance with this standard shall be set
and levied by the governing body of a jurisdiction and
may not exceed those penalties for a Class 3
misdeimeanor.,

{ § % § 6. 1 Revocatien [ or lapse ] of certification.

The agent or hoard of the adopting jurisdiction may
revoke a Certificate of Competency for either of the
following:

I. Any misrepresentation in obfaining or renewing the
certification; or

2. Negligence or incompetence in the practice of the
profession,

[ A Certificate of Competency shall lapse if an ingdividual
has not been employed in the ftrade during the last five
years. In the event of revocation or lapse of certification,
examination Is necessary to obiain future certification. ]

[ €& § 7 1 Appeals.

A, An individual may appeal a determination of the
agent or board of the adopling jurisdiction in regard to:

I. The application of these standards.

2. A decision of the agent or board.

B. Each local governing body shall establish a method of
appeais.

DEPARTMENT OF MEDICAL ASSISTANCE SERVICES
(BOARD OF)

REGISTRAR'S NOTICE: This regulation is excluded from
Article 2 of the Administrative Process Act in accordance
with § 9-6.1441 C 2 of the Code of Virginia, which
exciudes regulations that establish or prescribe agency
organization, internal practice or procedures, including
delegations of authority. The Office of the Aftorney
General has determined that this action represents a
clarification of agency policy rather than a substantive
change. Iis inclusion in the State Plan is for the purpose
of public information. The Depariment of Medical
Assistance Services will receive, consider and respond to
petitions by any interested person at any time with respect
to reconsideration or revision.

¥ * * * * *

Due {o iis length, the Nursing Home Payment System
Regulation (VR 460-03-4.1940) filed by the Department of
Medical Assistance Services is not being published.
However, in accordance with § 9-6.14;22 of the Code of
Virginia, the summary is being published in lieu of the
full text. The full text of the regulation is available for
public inspection at the office of the Regisirar of
Regulations and at the Department of Medical Assistance
Services.

Title of Repulation; State Plan for Medical Assistance
Relating te Nursing Home Rent/Leases.
VR 460-03-4.1346. Nuorsing Home Payment System.

Statutory Authority: § 32.1-325 of the Code of Virginia.

Effective Date; January 18, 1390

Summary:

The Nursing Home Payment System (NHPS) limits a
provider’s aliowable lease cosis o the lesser of remial
cost or the costs of ownership (the underlying
historical sfraight-line depreciation, interest and
property tax costs of the owner of the property). In
the case of leases approved before August 18, 1975, a
provider is entitled fo claim as an allowable cost its
Iease cost during the life of the pre-1875 lease and
any renewals or extensions, so long as the renewal or
extension lease cost does not exceed the amount in
effect at the fermination date of the existing lease.

In reimbursing rental costs arising from a number of
pre-1875 leases, the department identified the need to
clarify language in the NHPS. Accordingly, this
amendment expressly states that renewals or
extensions referenced in § 2.13 B of the NHPS can be
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negotiated by any provider which is lawfully In
possession of the premises, and reimbursement! of the
rental costs is limited to the lesser of actuai remial
payments or the amount appropriately reimbursable by
DMAS, In no eveni shall escalation clauses be
permitted, and there is neo guarantee that
reimbursement of rental cosis will continue in any
future revisions to the NHPS.

This amendment clarifies existing policy concerning
how long-term care facilities are reimbursed for rental
costs they incur pursuani to leases approved before
August 18, 1975,

DEPARTMENT OF WASTE MANAGEMENT (VIRGINIA
WASTE MANAGEMENT BOARD)

REGISTRAR'S NOTICE: Due to iis length, the Virginia
Hazardous Wasie Management Regulations filed by the
Depariment of Waste Management are not being published.
However, in accordance with § 9-6.1422 of the Code of
Virginia, the summary is being published in liew of the
full text. The full text of the regulation is available for
public inspection ai the office of the Registrar of
Regulations and at the Department of Waste Management.

Title of Regulation: VR €72-18-1.
Waste Management Regulations.

Virginia Hazardeus

Statutory Authority: § 10.1-1402 of the Code of Virginia.

Effective Date: February 1, 1990

Summary:

Aside from an editorial change made in § 31 B 7 b
which inserted a missing word, no changes to the
proposed text of Amendment 10 were made.

The majority of the modifications and additions
contained in Amendment 10 tp the Virginia Hazardous
Waste Management Regulations are being made in
response to the changes made by the United States
Environmental Protection Agency (EFPA) in the federal
regulations implementing the Resource Recovery and

Conservation Act of 1876 (RCRA) and the Hazardous
and Solid Waste Amendmenis of 1984, In order lo
maintain its authorization to conduct the hazardous
waste program in Virginia, the departinent is required
to update its regulations and conform them to the

federal requirements on an annual basis.

Reductions of the reguiatory burdens.

Virginia Hazardous Waste Management Regulations, as
presently constituted, are net very specific on the
procedures associated with the permit modifications
requested voluntarily by the permiftee. Amendment 10
will restructure drastically the department’s procedures
to simplify them and bring them in line with the

federal changes promulgated on December I,
and September 28, 1988.

1987,

At present time, laboratories and consuiting firms
offering their services for studying Ireatability of
hazardous waste in conjunction with the land disposal
restrictions must have g permil or possess inferim
status as a TSD facility fo be able {fo receive
manifested shipmenis of large quantities of wasfes
needed for such studies, Amendment 10 removes this
reguirement,

The avaiiability of financial assurance has beea a
problem and a substantial cost item for the regulated
community since the incepfion of the program.
Following the federal Ilead, Amendment 10 expands
the choices of accepiable mechanisms.,

On October 11, 1988, EPA removed the requirement
that the results of the groundwaler moaniloring be
statistically analyzed by using the i-test and allowed a
variety of statistical tests provided they meet cerifain
performance standards. Amendment 10 follows the
federal regulations.

Adgption of more stringent federal reguiations.

In response to the regquirements under the HaZardous
and Sofid Waste Amendments of 1984, EPA
promuligated on August 17, 1888, regulations addressing
the land disposal resirictions for the first third of the
hazardous waste listed. As the resuli of these
regulations, certain hazardous wastes will require
extensive {reatment prior to the land disposal in
hazardous waste sites. Amendment 10 mirrors the
federal land disposal restrictions. ‘

On  Sepitember 13, 1988, EPA listed as hazardous
wastes cerfain primary metal production wastes
previously exempted under the mining exclusion. To
refain the eguivalency with the federal program,
Amendment 10 contains these newly listed wastes, It is
npi expected thal these listings will affect any existing
businesses in Virginia.

Other changes,

Numerous corrections are required o eliminate
typographical and editorial errors found in fthe
previoys editions of the regulations. Amendment i0
fists these changes along with other minor technical
clarifications and corrections.
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EMERGENCY REGULATIONS

BOARD OF FUNERAL DIRECTORS AND EMBAIMERS

Title of Regulation: VR 320-61-2. Premeed Emergency
Regulations.

Statutory Authority: § 54.1-2803 of the Code of Virginia.

Effective Dates: November 27, 188¢ through November 26,
1990

I recommend approval of the proposed emergency
regulation of the Board of Funeral Directors as cited. The
regulation is required to begin implementation of
legislation enacied by the 1989 General Assembly (Acis of
Assembly Chapter 684, attached) related to preneed
funeral coniracts. If the emergency regulation is approved,
the Board of Funeral Directors and Embalmers will
commence promulgation of these provisions along with
additional rules required for implementation of the new
statutes in accordance with the standard provisions of the
Administrative Process Act.

The emergency regulation will expire one year from the
effective date, or upon the promulgation of revised
regulations, whichever date is sooner.

/s/ Bernard L. Henderson, Jr.
Director

Depariment of Health Professions
Date; November 8, 1989

/s/ Eva §. Teig
Secretary of Health and Human Resources
Date: November 9, 1889

/s/ Gerald L. Baliles
Governor
Date: November 24, 1988

/s/ Joan W. Smith
Registrar of Regulations
Date: November 27, 1989

Preamble:

The 1989 session of the Virginia General Assembly,
enacted House Bill 2565 which amends and reeanacits §§
8.01-512.4; 37.1-142; 38.2-4021; 54.1-2800; and 54.1-2803
through 54.1-2807 of the Code of Virginia effective July 1,
1989. This Act establishes requirements relating to preneed
funeral contracts.

The new law requires the Board of Funeral Directors
and Embalmers to:

1. Prescribe preneed contract forms.

2. Prescribe preneed disclosure requirements and
disclosure forms.

3. Approve forms for compliance with the Code of

Virginia and these regulations.

The sale of preneed coniracts is an active and viable
business in the Commonwealth of Virginia. Licensed
funeral directors and funeral service licensees currently
use a variefy of forms lacking consistency for general
consumer prolection and not in compliance with the new
law because of absent regulations of the Board,

These regulations will allow the rendering of services in
compiiance with law. The Board of Funeral Directors and
Embaimers will promulgate permanent regiulations through
the Administrative Process Act to implement remaining
mandates of the Act. The Board of Funeral Directors and
Embaimers will receive, consider and respond fo petitions
by any interested persons at any time with respect fo
reconsideration or revision of these emergency regulations.

These Emergency Regulations are designated as
VR320-01-2 of the Virginia Board of Funeral Directors and
Embalmers.

/s/ Meredyth P. Partridge

Executive Director

Board of Funeral Directors and Embalmers
Date: November 8, 1989

VR 320-01-2. Preneed Emergency Regulations.

PRENEED CONTRACTS AND DISCLOSURE
STATEMENTS PRESCRIBED BY THE BOARD

§ 11. This preneed funeral contract implements the
following minimum requirements prescribed by the 1589
Acts of the Assembly, Chapler 684, Code of Virginia.
Additional contractual terms pusuant to Virginia Code §
54.1-2820 (a) (1) may be included where not in
conflictwith these provisions.

Date:
Contract #:

XYZ Funeral Home
123 Main Street
Anytown, Virginia

PRENEED FUNERAL CONTRACT
for

(Name of Recipient of Services)
{Zip)
- I SUPPLIES AND SERVICES PURCHASED

The prices of goods and services below MAY BE
GUARANTEED provided the tofal is paid in full and all
interest earned is allowed to accumulate in your account.
If any of the prices are guaranfeed, no additional cost will
incur for your family or estate even though the actual

prices of goods and services may Increase between the

Virginia Register of Regulations
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date of this contract and the time of need. (Please see the
disclosure document).

Services Purchased

Minimum services of staff $......
Additional staff services £......

Additional limited services $

Basic facilities $......
Facilities for viewing $......
Facilities for ceremony $......

Other facilities/equipment $......
Embalming 5

Other preparation of body $......

Alternate care ...
Transfer of remains $......
Funeral coach ...
Flower car $......
Lead/service car ...,
Mileage @ $...... {Outside service area)

Other §

Sub-Total Cost of (Guaranteed) Services
Purchased: $........

Supplies Purchases

Casket (Describe) ...,
Outer burial container ...,
(Describe)
Alternative container 5......
Cremationm urn B S
Shipping container §.....:
Clothing $......
Temporary marker ......
Acknowledgment cards $......

@ .00, -

Memorial folders .. ...
@ ........

Other $......

The actual prices of goods and services below are NOT
GUARANTEED. These items may include, but not be
limited to, obituary nolices; death certificates; cemetery
fees; flowers; sales tax; ete. The prices are estimated and
the estimates will be included in the Grand Total Coniract
Price. The differences befween the estimaled prices below
and the actual cost will be seffled with your farmnily or
estate at the time of need:

GRAND TOTAL FOR PRENEED ARRANGEMENTS

1. Total cost of (Guaranteed) Services Purchased
{Total taken from

pp 1-2) S

2. Total cost of (Guaranteed) Supplies Purchased
(Total taken from

P 2) I
3. Total Estimated cost of non-guaranteed Items (Total
faken

from p 3) 3
GRAND TOTAL B

The only warranties, express or implied, granted in
connection With the goods sold in this preneed funeral
contract, are the express written warranties, If any,
extended by the manufacturers thereof. No other
warranties and no warranties of MERCHANT