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STATE CORPORATION COMMISSION

REGISTRAR'S NOTICE: The State Corporation Commission is exempt from the Administrative Process Act in accordance with § 2.2-4002 A 2 of the Code of Virginia, which exempts courts, any agency of the Supreme Court, and any agency which by the Constitution is expressly granted any of the powers of a court of record.

Title of Regulation: 14 VAC 5-350. Rules Governing Surplus Lines Insurance (amending 14 VAC 5-350-20, 14 VAC 5-350-30, 14 VAC 5-350-150, 14 VAC 5-350-160, and 14 VAC 5-350-210; adding 14 VAC 5-350-85, 14 VAC 5-350-95, 14 VAC 5-350-155, and 14 VAC 5-350-165; repealing 14 VAC 5-350-40 through 14 VAC 5-350-80, 14 VAC 5-350-110 through 14 VAC 5-350-140, 14 VAC 5-350-170, and 14 VAC 5-350-180).

Statutory Authority: §§ 12.1-13 and 38.2-223 of the Code of Virginia.
Effective Date: September 1, 2002.
Summary:

The revisions reflect the relocation of the surplus lines brokers licensing sections from Chapter 48 (§ 38.2-4800 et seq.) of Title 38.2 of the Code of Virginia to Article 5.1 (§ 38.2-1857.1 et seq.) of Chapter 18 of Title 38.2 of the Code of Virginia. These revisions are necessary as a result of the passage of Senate Bill 913 (Chapter 706 of the 2001 Acts of Assembly) during the 2001 General Assembly Session, which repealed the surplus lines broker licensing sections located at §§ 38.2-4800 through 38.2-4805 of the Code of Virginia and replaced them with §§ 38.2-1857.1 through 38.2-1857.9 of the Code of Virginia, effective September 1, 2002. 

The repeal of the rules at 14 VAC 5-350-40 through 14 VAC 5-350-80 and the deletion of Form SLB-1, Part 1, Form SLB-1, Part 2, and Form SLB-2 are proposed due to the relocation of the broker licensing sections. Definitions at 14 VAC 5-350-30 are added, amended, and deleted, and clarifications regarding quarterly and annual filings also are proposed. The chapter also is reorganized to make it easier to use.

Agency Contact: Keith D. Kelley, Principal Insurance Financial Analyst, Bureau of Insurance, State Corporation Commission, P.O. Box 1157, Richmond VA 23218, telephone (804) 371-9333, toll-free 1-800-552-7945 or e-mail kdkelley@scc.state.va.us.

AT RICHMOND, AUGUST 28, 2002

COMMONWEALTH OF VIRGINIA

At the relation of the

STATE CORPORATION COMMISSION

CASE NO. INS-2002-00187

Ex Parte: In the matter of

Adopting Revisions to the Rules

Governing Surplus Lines Insurance 

ORDER ADOPTING REVISIONS TO RULES
By order entered herein July 24, 2002, all interested persons were ordered to take notice that the Commission would consider the entry of an order subsequent to August 27, 2002, adopting revisions proposed by the Bureau of Insurance to the Commission’s Rules Governing Surplus Lines Insurance, set forth in Chapter 350 of Title 14 of the Virginia Administrative Code, to reflect the relocation of the surplus lines broker licensing sections from Chapter 48 (§ 38.2-4801 et seq.) of Title 38.2 of the Code of Virginia to Article 5.1 (§ 38.2-1857.1 et seq.) of Chapter 18 of Title 38.2 of the Code of Virginia due to the passage of Senate Bill 913 by the General Assembly during its 2001 Session, effective September 1, 2002, and other proposed revisions, unless on or before August 27, 2002, any person objecting to the adoption of the proposed rules filed a request for a hearing with the Clerk of the Commission. 

The July 24, 2002, Order also required all interested persons to file their comments in support of or in opposition to the proposed revisions on or before August 27, 2002.

As of the date of this Order, no request for a hearing has been filed with the Clerk of the Commission, and, as of the date of this Order, no comments have been filed with the Clerk of the Commission. 

The Bureau has recommended that the proposed revisions be adopted; and 

THE COMMISSION, having considered the proposed revisions and the Bureau's recommendation, is of the opinion that the proposed revisions should be adopted. 

THEREFORE, IT IS ORDERED THAT: 

(1) The proposed revisions to Chapter 350 of Title 14 of the Virginia Administrative Code entitled "Rules Governing Surplus Lines Insurance,” which amend the rules at 14 VAC 5-350-20, 14 VAC 5-350-30, 14 VAC 5-350-150, 14 VAC 5-350-160, and 14 VAC 5-350-210, repeal the rules at 14 VAC 5-350-40 through 14 VAC 5-350-80, 14 VAC 5-350-110 through 14 VAC 5-350-140, 14 VAC 5-350-170, and 14 VAC 5-350-180, propose new rules at 14 VAC 5-350-85, 14 VAC 5-350-95, 14 VAC 5-350-155, and 14 VAC 5-350-165, delete Form SLB-1, Part 1, Form SLB-1, Part 2, and Form SLB-2, and which are attached hereto and made a part hereof, should be, and they are hereby, ADOPTED to be effective September 1, 2002.

(2) AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to the Bureau of Insurance in care of Administrative Manager Brian P. Gaudiose, who forthwith shall give further notice of the adoption of the revisions to the rules by mailing a copy of this Order, including a copy of the attached revised rules, to all surplus lines brokers licensed by the Commission and certain parties designated by the Bureau of Insurance.

(3) The Commission’s Division of Information Resources forthwith shall cause a copy of this Order, including a copy of the attached rules, to be forwarded to the Virginia Registrar of Regulations for appropriate publication in the Virginia Register of Regulations.

(4) On or before September 6, 2002, the Commission’s Division of Information Resources shall make available this Order and the attached rules on the Commission’s website, http://www.state.va.us/scc/caseinfo/orders.htm.

(5) The Bureau of Insurance shall file with the Clerk of the Commission an affidavit of compliance with the notice requirements of paragraph (2) above.

REGISTRAR'S NOTICE: The proposed regulation was adopted as published in 18:24 VA.R. 3203-3207 August 12, 2002, with the additional changes shown below. Therefore, pursuant to § 2.2-4031 A of the Code of Virginia, the text of the final regulation is not set out at length; however, the changes from the proposed regulation are printed below.

14 VAC 5‑350‑20. [ No change from proposed. ]

14 VAC 5‑350‑30. Definitions.

As used in this chapter:

"Admitted insurer" means an insurer licensed by the commission to do an insurance business in this Commonwealth.

"Authorized to write the insurance coverage sought" means that the admitted insurer is licensed for that class of insurance in this Commonwealth and has complied with the applicable provisions of Title 38.2 of the Code of Virginia concerning the filing of rules, rates and policy forms providing the insurance coverage sought, unless such insurance coverage has been exempted from filing by commission order.

"Business entity" means a partnership, limited partnership, limited liability company, corporation, or other legal entity other than a sole proprietorship.

"Class of insurance" means the classes enumerated in §§ 38.2‑109 through 38.2‑121 and §§ 38.2‑124 through 38.2‑134 of the Code of Virginia.

"Commercial insured" means an insured (i) who [ procures solicits or negotiates ] the insurance of any risk or risks by use of the services of a full‑time employee acting as an insurance manager or buyer, (ii) whose aggregate annual premiums for insurance on all risks total at least $75,000, or (iii) who has at least 25 full‑time employees.

"Diligent effort" means:

1. For business that is originated by a surplus lines broker, a good faith search for insurance among admitted insurers resulting in declinations of coverage by three unaffiliated admitted insurers licensed and authorized in this Commonwealth to write the insurance coverage sought, whether or not the surplus lines broker is an agent of any of the declining insurers; and

2. For business that is referred from a licensed property and casualty insurance agent, declinations or rejections of coverage by three insurers licensed in this Commonwealth to write the class of insurance, whether or not the surplus lines broker is an agent of any of the declining insurers.

"Eligible surplus lines insurer" means a non‑admitted insurer approved by the commission pursuant to subsection B of § 38.2‑4811 of the Code of Virginia.

"Nonadmitted insurer" means an insurer not licensed to do an insurance business in this Commonwealth. "Nonadmitted insurer" includes insurance exchanges authorized under the laws of a state.

"Procure" means to bind or cause to be bound insurance coverage (orally or in writing) or to issue or cause to be issued an insurance policy, whichever comes first.

"Sell" means to exchange a contract of insurance by any means, for money or its equivalent, on behalf of an insurer.

"Solicit" or "negotiate" means the attempted selling or attempted placing of insurance or coverage, whether directly or indirectly, in this Commonwealth.

"Surplus lines broker" means a person an individual or business entity licensed under this chapter to procure insurance on risks resident, located or to be performed in this Commonwealth from eligible surplus lines insurers pursuant to Article 5.1 (§ 38.2-1857.1 et seq.) of Chapter 18 of Title 38.2 of the Code of Virginia and thereby authorized to engage in the activities set forth in Chapter 48 (§ 38.2-4800 et seq.) of Title 38.2 of the Code of Virginia.

"Surplus lines insurance" means any insurance in this Commonwealth of risks resident, located or to be performed in this Commonwealth, permitted to be procured sold by or through a surplus lines broker from an eligible surplus lines insurer. Surplus lines insurance does not include reinsurance, insurance obtained directly from a nonadmitted insurer by the insured upon his own life or property, life insurance, credit life, industrial life, variable life, annuities, variable annuities, credit accident and sickness, credit insurance, title insurance, contracts of insurance on vessels or craft, their cargo, freight, marine builder's risk, maritime protection and indemnity, ship repairer's legal liability, tower's liability or other risks commonly insured under ocean marine insurance, and insurance of the rolling stock and operating properties of railroads used in interstate commerce or of any liability or other risks incidental to the ownership, maintenance or operation of such railroads.

"Unaffiliated" means admitted insurers who are not part of a group of insurers under common ownership or control.

14 VAC 5‑350‑40 through 14 VAC 5-350-210. [ No change from proposed. ]
FORMS [ No change from proposed. ]

VA.R. Doc. No. R02-306; Filed August 29, 2002, 1:26 p.m.
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