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STATE OF WEST VIRGINIA

2y Offices of the Insurance Commissioner Legal Division
¥ GASTON CAPERTON HANLEY C. CLARK
Coverner Insurance Commissioeer

To Whom It May Concern:

Pursuant to West Virginia Code § 53F-2-2(a)(12), the
undersigned hereby grants consent to the f£iling of the following
rule proposed by the Insurance Ccmmissioner of the State of West
Virginia: Title 114, Series 20, "“Requlation Relating to Excess
Lines Brokers."

Signed this é&é day of June, 1995.

. ,L/
(f;flfv“‘——1:377 :
James H. Paige, III
Secretarv of Tax and Revenue

/
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2019 Washingion Street, East N Telephone 304} 333
P.O. Box 50540 "We are an Equal Opporiunity Emplover” Facsimile 1304) 533
Charleston, West Virginia 25303-0540 .
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REGULATION RELATING TO EXCESS LINE BROKERS

]

114, Ssries 20

1.1-
1
—
1]

STATEMENT OF CIRCUMSTANCES

West Virginia Code § 33-12-11, as amended by Eouse Bill
2266, was passed by the Legi sTatL?e on March 2, 1933 and became
effective on May 31, 1835, The Bill Vecu1res :he ccmmissioner to
cromuigate rules specifying the reculired reporting forms priocr

tc August 1, 1993.

Tha purpose of this r:le is to reducs the Ii
recuirements of sxcess lins brokers. Such a ra=du ing
reguirements will extend ﬁhe current level of troj
pclicvnolders whiie reducing the costs of the CILE1
Tnsurance Commissioner and axcess lines brokers.




APPENDIX B

FISCAL NOTE FOR PROPCSED RULES

Rule Title: ™ Title 114, Series 20
Regulation Relating to Excess Lines Brokars

e of Rule: X Iegislative "Interoretive Procedural
S g - ) S —_—

Agerncy: INSURANCE COMMISSIONZR

Address: Post QEffics 2ox 505490
2019 Washington Strest, East
Charleston, West Virginia 235305-0

in
158
[

. Effect of Proposed Rule
ANNUAL TISCAL YEAR
Increase Jecrease Curreant Theresaft
ESTIMATED TOTAL None
COST '
PERSONAL SERVICES None
CURRENT EXPENSE
REPAIRS AND None
ALTERNATIONS
il
; EQUIPMENT None
i
E CTHER None
i _ _
2. Explanation of above estimates:
Thers will be no additicnzl fiscal Impact upsn state, _ocal
or fZedsral govasrnment. :

[¥Y]

. Objectives of these rules:

The obijective of this ruls is to reduce the Iiling
reguirements oI excess life brokers. Such z redustion will
extend the current lavel of protection o pclicyhclders
wnile raducing the costs of the Office ¢f thsz Insurancs
Tommissiornser and excass _ine brokers.




Rule Title: Regulation Relating to Excess Line Brokers

4. Explanatiocn of Overall Economic Impact of Proposed Rule.
A. Econcomic Impact on State Government.
None. -
E. Econcmic Impact on Peclitical Subdivisicns; Specific

Industries; Specific groups of Citizens.

None.

c. Economic Impact on Citizens/Public at Large.
This rule shall havs no direct economic impact upon
citizens or the public =27 lazrge. This rule will
procect the public in tzat 1z will extend z justifiakle
levael of protecticz to colicyvholders.

Date: é:%/’z.éfi// 7 Sﬁ*

Signature of Agency Head or Authorized Representative

A /(/,,,(_///,/ e e Lo
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REGULATION RELATING TO EZXCESS LINE EBROKERS

Tizle 114, Seriss 20

BRIEF SUMMARY OF RULE

oposed rule amending an existing rule, raduc
= = —

ments of axcess linss brokers. The curren

{1,

rs ¢dompared Lo ths costs levied on the Office
Insurancs Commissicner and licensed excess lins broksrs.
amencdad rule will =xtend the currsnt l=vel of protection

policyholders while reducing the costs of the Office of

Insurance Commigsicrer and axcess line brokers.
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WEST VIRGINIA LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 20
REGULATICN RELATING TO EXZCESS LINE BROKERS

Secticn

114-20-1. Ceneral.

114-20-2. . _. Definitions.

1i4-20-3. Licensing of an excsss line broker;
revocation, suspensicn or refuszl to renew
license and penalty in lieu thsrect.

114-20-4. Placement of extess Line coverage.

114-20-¢ Excess Lins premnium tax annual return and
report by broker
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WEST VIRGINIA LEGISLATIVE RULE
INSURANCE COMMISSIONER
Jov 27 4 o5 PH 795

SERIES 20
REGULATION RELATING TO EXCESS LINE BROKERS. . ...
SECRETARY 0

§ 114-20-1. General.

lative rule establishes certaln

1... Scope. -=- This leg:is
requirements .for the licansing and regulation of sxcess line
brokers pursuant to article twelve, chapter thirty-three of the

Code ©f Wast Virginia of 1331, as amended.

1.2. Authority. -- W. Vz. Code §33-2-10

2.1. "Commissiocner" mezns tha Insurancs Commissiconer of
west Virginia. o .-

2.2. "BEvidencs oIf Insurance' means written or printed
statements evidencing the applicarility and sffec:ivengss cof
insurance coverages, ineluding, but not limited to, peclicy forms,
cercificazes, cover notes, bindsrs and other traditionmally
zccepzable evidences of Iasurance.

xcess Line Insursr" w=2ans an insursr no:t licensed oy
ner tedo insurznce tusiness, and censidsred o be =&

ngurer, in the ETate oI West Virginiz

2.4. "Excess Line EBroker" mszans zn individuzl Iicenssd
pursuant to the provisions of this wegulstien ruls and West
Tirginia Tode, section thirtesn, ariicle twalve, chaprexr
thirtv-three, for the purposes of placing insurance o risks
ragident, located c¢r to te periormed in th1s Stats, with an
=xXcess line insurer.

2.5. "Excess Line Market” means tne entire scops of
instrancse business on risks rzsident, logatsd or o bz veriormel
im o kmig Stetd, Lo sz placed with an excess line Izsursr. :

2.£. "Insoclvent Insursr" means any Insurer which is
Zatermined to ke insolvernt in acccrdancs with ths previsicns of
chapter thircy-thres of che Code ¢f West Virginia of 1831, as
amendsd, or any insurer which is dstermined to be insclvent by
~he commissicner ¢f any cther state.
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2.7. "Licensed Insurer" means an insurer licensed by the
Commissioner tc do insurance business in the 3State of West
Vircginis. i :
§ 114-20-3. Licensing of an excess line broker; revocation,

suspension or refusal to renew license and penalty
in lieu thereck,

3.1. Licensing reguirements. -- Any applicant for an excess
lins broker’'s license issued or ranewsd under the provisions of
Llmm i T74 oy d e = /o T PRy DU A T, P I DAy PR gy NPy R v | a2 ey PR N
TV e s b J.i._:_,.,_,_\,.. = ey = St — e b kL b e Nt e [ et L w—— F L

e srrme W, Va., Code § 33-12-13:

+4e+2. Shall be a duly licensed West Virginia resid g
holding a current and valid liceznse for ths typs(s) of insuran
which the applicant expscts and intends te export To the s
lin=e markst;

4e=tp. Shall nave held Zor a:t least three (3

)
vears Immediazely sreceding the date of applicazicn = vaiid
agent’s License Zcr the typs!s) ¢ insurance tihs applicant
exp,b,s and Intends to expor:I to the sxcess iinme mazket, zand
shall hawve held a —valid West Virginia resident agent’s licanss
for such type(s) ¢ insurance for at least one (1) o Zhoss threse

(2} Thae Commissi cner, in his discretion, may walve this
iY the applicant gctherwiss demows;va‘es the nscessary

frusIwor
ralsavant fa

zhinsss ani competence by education, experisnce or other
CToTrs; -

satisfacterily complate an examination
, = office ¢I ths Commissicner c¥r its desigrnaced
agent. Tne Cemmissioner shall zn1 examination for anv
Derson wno ne.ds = current =% g lirzs »hroksar’s license
in West Virginia eon the effecz this =sgulatien rule;

4g—d. Shall zay the raguired license fee as establishsd by
the provisions of wWest—Fesicis Cede  gseetion ::;;:b-“, axticl
Eweli=a_—cmapsee £hisebir Shawas W, Vs, Code § 33 12-

4=, Shall Zile with zhas Commissioner and thersaftar
mainzain in Zozce I2r so long as the license or newa_
therzof remains iz =ffect, 2 beond in Zzver 2 ! cI Wast
Virginiz in the psmal sum as sstzklishsd oy the ong of
ems Ti;;;ni: Cede—Seooion—chimeon ek o oo a et Shazesox
stwee—to=ae W, Ve, Code § 33-12-23,
sursty arprovad by che Commissicnar,
conduct tusiress under nis licenss in accordance w;:h this
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wegulation rule and the West Virginia Code. Nc bond shall be
terminated unless at least thirty (30) days’ prior written notice
herseof is filed with the Commissioner;

+£+f. 8hall be dsemed trustwerthy for the purpose of
conducLlnd insurance business as an excess line broker, as
required by the provisions of West—~i=gizmie Cogor——Soctien
th;r:v::, s iale Segas o ::ap:,_ Emioegas Shacees W. a. Ccde § 33~

1i2-13; ana

4o, Shall satisiy any other criteria rzasonably
established by the Commissioner.

2.2. Revocation, suspension c¢r refusal to rezew license. --
Wheneaver, after notice and hearing, the Commissionsr is satisfied
that any excess line broker has violated any provisions of any

adminisirative =ssulstion rule of the Commissicner or any
provisicons of chapter thirty-three of the Code of West Virginia
of 1831, as amended, or is inccmpetent or untrustwzrthy, he shall
*=voke, susvend or refuse Lo rerew t:e licaenss af such excess
lins broker as raquired by the provisions of wess Ti;gi:i: Sodam
soctian Spemsse Sicce . smesde— o Eepoloza chowsasw shimgc shaea W, Vi,
Cﬁae § 33-312-25. In 1lisu of revcking, su :cetd;:g o *ef'sing to
renew such licenss, the Commﬂss‘oner, in nis discrstion, may

order such licenszs 2o pay to the State ci Wes: Virginisz a
= d sum not o axceed one hundred dollars (5100) fox
nd upon failure to such licernsee T2 pay such

@]

2
lon,

v daliverv of such sum to the Commissiconer within Chirty
\33; davs of ridtice thereof, the Commissionear shall revoke,
sugpend or rafuss to Fenew such license.
§ 114-20-4. Placement of exgcess line coverages.

4.1, Sue diligence. -- In accordancs with thes provisions of
Hoss Tlweodois Seode sumsassian o) ceamion Sz smzials beselana,
soeteswe shiwsm Shwoo W, Va, Code § 33-312-10(b), thz ilnsurances
coveragse wrilfen by an excaess line insurer and placsd by an
excess l‘re breker shall nct be procurable from licensed insurers
authorized o traznsact that Xind of insurance in this Stzte. The
prcker s brit to the Commissicner a sworn nczarizsd
S=osement , &8 provided in Ssction 4.1 of zhis
romulasion at a diligent search has bs=n wzade to place
the risk 1524 ins‘:=ra autherized fo writs and actually
writing Lbe varticular type of risk sought to be vlaced in the
exssgs line markst. This ssssewmesms 2771davit s=se =2nall inciude z
sworn scatament that the rsasons why the broksr haz been unadle
to placae the risk with licensed insurers will e mzintained zs

FPage 3
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regquired bv W. Va. Code § 33-12-15 as az vart of the full and
“rue record of each excess line contract procured.

4.2. Notification. -- Each excess line insurance policy or

evidence of insurance shall have printed or stampad in
contrasting color cn the front page the following statement:

THIS COMF=NY I8 NOT LICENSED TO DC BUSINZES IN WEST
TTRC NIA, AND IS NCIT SUBJZ=ZCT 70O TEES WEST VIRGINIR INSURANCE

—_—-

UARANTY ACT. S

4.3. Countersignature. -- In accordancs Wltn the provisions
Of Tl T3 e o S e g eyt A e e PN | 3 = oo T oy e o oym
T T = e — o — o T o e B e m = ] e = = = - =YY _vv.., e e o —
shdsez £hese W, Va. Code § 33-12-7, no contract ¢f Insurancs
covering a subject of insurance, resident, located or to be
performed in this State, shall be executed, igsued or delivared
oy an excess line kroker unless the conctract is signed or

countarsigned in writing by & duly licensed sexcess line brcxs
This section doas not apply to: Reinsurance; credit ilnsurance;
zny contract of insurancs CO'ﬁrﬂrc the rolliing stzcck of
ilroad or covering any vesssl, alrcralt or moticry carr

an

\ll

{
u
i
.

railx ier

in inmterstate or Ifcreign commarce, Or cove*;:g any lizpilizv or -
~zher risks incident to zhe cwnership, mzaintsnancs or operation

therscf; any contract of ILnsurance covering any pLopexiy in

interstate or foreslign coTmmercs, oOr any liab;lity cr risks

ingident thereato. , -

4.4. Excess _ine broker’s affidavit and report. -- Each
sxecass 1ine broxker shall axecuite znd fils with ths Commissiosner,
n accordance with cthe p:ov1:ions of West Timaimcie—Lad se=siax ;
lowroxm  seebdade fee=Tera  coasbosw Shisabac cheess W, Uz, COC

O blod I
m ~

1o (o1

33-22-11, the iniormatizsr *=ques:ed,c: the ToxrsTeo=
nifidavit of Exgess Line 2roXsr ) 12l Esooxt of
Ixcess Iing Polici=s, i ¢ mais =z _
This =esg—sties ru_2. S 1 be
under oatn, aznd shall be il T o2
Some St —des—a cou t;: £
Wi mim S =2 2o dawrs =feet d =
sesersablo—eywidancs—of Ifasuremces =
cefors ths first dzv of March in itn AT
Zxgess Line Tax Retuwrn Zsconciliation, Torm EB-42, as revised,
=nd 23 provided ix Secticn 5.7 of chis rule, Ths Znpuasl 2FZ:idavit
2f Zmcesg Iine Srcxer shall include a sworm statszent that the
Annual Revort cf ETwcess “ins ZTolicies is inciusive of every )
=vcezz line volicy pxocurad = ths Ixcess Line Broker durizo the
cvacseding cdlendar vear. The Zommizsionzr mayv reguire That Tns
Annual Revort of Wriffen Ixcsss 1.ine Policies be submitted In 3
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computer-readable form compatible with the electronic data
procegsging system of thisg agancy.

2.5. Records of excess line broker. -- In accordance with

tb - B = PR S RV S S ) N PN R A SO = B -8 N ENEE N e
e prOV-S_OnS CrL — Vo A o e — L a m k| e e e e e T — = = = o e

swelve—ehapter thiwks £hwee W, Va, Code § 33-312-15, each excess
line broker shall keep in hisz office a full and true record of
sach excess line contract p*‘"u*eu Dy him, and such records may
be examinad 2t any time thersaiter Dy the ;ommnssio::r. The
recerds shall include the fzllowing items as they are applicable:

4Lsta. Name and zddress oL the excess line insurer;
4e+b . Names and addressss of the insureds;

4eo. Amount of insurance;

4e3+d. Gross pramium chirged;

fe+re sfurn premium pzid, if any;

I

4£3f . REte of premium ctrharged on the several 1ltesms of

4grc. Effecti-e date oI the contract and the terms thareoi;

ief generzl des:zription of the risks insured against
Lty 1 r

4.8, Respongibilities <f ths excess line broker. -- Each
licensed axcess line orokexr who participates directly or
indirectly in effecting any insurance contract on an excsess line

4s—a. In no :Znstance snzll xnowingly place any coverage In

an insclvent insursr, in aczsordance with the provisicons of Wese

Hiteoinis Coda —sesetisw twenso twe-—aacsialefwetrd—SRapEey
Shdwsan shwese W, Va., Code § Z23-12-22;

‘Btb. May accept and t_ace zuthorized excess line business
from any insurance agent or =roksr lizansed in this State Zor the
xind of imsu¥ance Involved, ; s compensate such agent or
brokaer thareol. Ths excess _1: sroker shall b*"e tha right to
recsive from the sxcess lin: insurer The custona commission, in
accordancse with ths provisicns of Wess Jl;g;n;: = d;, sescien
fouwsSa¥ o mmerd el e mralos  ecbsmbow Shisses Shaeas W, Va. Code
§ 322-12-14; and
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4Lelc. In those instances in which excess line business is
oroduced to an excess line broker by an agent or broker licensed
in this State for the kind of insurance lzvolved it wemsins is
the excess line broker’s respons ibility to makes lnclude the
sed informstion in the
cies recquired bv Section

Anpﬂal ano?t of Written Zxcess

[o}e!

t-1-

o i
4.4 of this rule znd the Anrual = s Li
= &, &s rec:ired D Ssck

Reconciliation Form I.EB-44, as »
5.1 of this rule.

4.7. Excess line insurance valid. -- In accoxdance with the
provisions of West-Niwgimis Qede—seetien—twelves skt el o Soralira
shaster-—Shiets Shess W, Va, Code § 33-312-12, any insurance
contract procured as excess line coverage from an excess line

ur hall be fully valid and enforceable as to zll parties,
s

be given recognition in all matters and raspectis to the
ot 25 lik= contracts issued by licensad insu:

Q0
Fhof 1

b0

Al
=
)]
n

§ 114-20-3, Excess line premium tax annual return and report
by brcker.

S.1. Reporting of pramiums placed and taxed. -- Each excass
line broker licenszd in accordance with thse pVAvis*Jﬁs ci this
wessmlocion rule and Weskt TixgisisCSede—ssotien EhIETeon—SFETSIS
firaliaze —elamiase todabe bhaese W, Va., Code § 33--2-13, shall make
undex oath e “he Zommissioner, a guarteri+v refurn 2o or befere
the twentv-fifth Zav of thks month succeeding the close cof the
guarier and an ann.ally reconciliation refurn—=ndes b
bafore the first day of March—se—S=s—CeREssSsTonsss
amount of premium ::a*géd e izsursd by axcess lins
insurancse procures by such licensee, including any =
cividends on. Darticlpati"g insurancs policies zpplils
reduction of premiums, less premiums returnabls for
3uch returns shall be repcrzsd oy tfhe completlicocn cof
Excess Tine Tayx Feourn, Form LEZ-4 and Arn-ual IxXCess
Return Reconciliation Sxekexr’s troous-—Ceosamens FOrm
ravised, preparad and supplied by ths Commissicner.

5.2. Paymen:t c¢f excess lins zrami - Ths sg==sd
tax. reguired fo b= pald undsr Tihs Drov thiz zegu-atism
ru_e shall be a sum esgual to thaz in a it ths
provisions of Wess Vismgimis Code —osesed e
Erelve—achasotaw—£2 == =SS coosiog — st e_—o
Sroloe —chaptam ok == ¥ Zf apd 323-22-
i5(ay, z2nd shall z= paid Tz th n & _czlencar wear
basis and iz guarssrly estimat Zue =2nd vavable on
or beicre hgﬁ;ye;;v;ﬁ;ﬁth‘dav of ths vceeseding the close
of the gquarter in which thev accrued, . for ths fourth

1y
Q)
Q
()]
[0
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cuarter, in resgvect of which faxes shall be due and pavabkle and
final computation of the actual tcoctal liabiliryv for the prior
calendar vear shall be made, less credit for the three cuarterl

estimated pavments on or before the filrst day of March. All such
taxes pald to the Commissioner shall be paid by him intoc g '

Lol T P~ I £ =

specizl account in the state treasury, fseitbe bamosfde of ko
state—fard desicnated the "municinal pensions and vrotection
Zund, " and after gpocrop¥ization by the ILeziglature, shall be
distributed in accordance with the provisicns of W. Va. Cods §

- £ ~~

33-3-144d(e) SE—STReWEE ,;
e m s A o= smca gl
§ 114-20-6. Separability.

§.1. Fartial invalidity. -- If any provision of this
x is held invalid, the remzinder of this reguiatsies
& affected thsreby.

e I N Ry
-.H.-jb&_au— -

~1ie shall not b
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ANNUAL AFFIDAVIT
QF EXCESS LINE BROKER
T0 TEE
WEST VIRGINIA
INSTRANCE COMMISSICNER

STATE OF WEST VIRGINIA, CCUNTY OF

Pursuant to the provisicns of E33-12-210(k). of the West Virgini

Code, I, , &Il Zxcéess Line 3roksr duly licenss

oy the State of West Virginia, hersby make cach znd state tc ths
insurance Commissionsr of West Virginia, that the zttached Annuszsl
Reporz of Zxcess Lins Po_icies is inclusive of evary 2xcess lins
pc'lcv procured Dy me during the preceding czlendar year and that
for each policy listed on the attacqea Annual ReDort of Written
Excess Line Policies a diligesnt effort has been.made to procurs
the amount of insurance =necessary L0 protect agsinst loss of or
damagse Lo property or perscn from insurers licensed To transact and
actually writing this typs of insurance business in Wast Vi*c‘nia,
and that the placing ¢f this insurance has noi been forx the purpos

of securing advantages as o prénium rate or terms =f the insurancs
contract. I make oaith and state that I will maintzin as a part ci
the full arnd true record of sach procured excess line policy thsa

reascons way I was unable T2 place the risk with a Licenssd iasurer.

I

Having failed to procurs ths reguired insurance with insurers

licenssd o transaci business in West Virginia, I maks oath that
the following statemsntse wers prifited or stampes in contrasting

-

color on the face o©f sach policy or other evidencs of insurance:

"TEIS COMPANY IS NOT LICENSED TCO DC BUSINESS IN WEST VIRGINIA, AND
IS NOT SUBJECT TO TEE WEST VIRGINIA INSURANCE GUARANTY ACT.™"

Witness my signaturs thnis dav of : . 19
Affiant:

Subscribed and sworn to belore me this dzy oI ,

. . '

lntary Pukli




STATE OF WEST VIRGINIA | _
Offices of the Insurance Commissioner Legal Division

GASTON CAPERTON HANLEY C. CLARK

Goveroor ’ ’ Insurance Commissioner

June 27, 1995

HAND DELIVERED

Ms. Judy Cocper, Director
Administrative Law Divisicn
Office of Secretary of State
State Capitol

Charleston, WV 25305

Dear Ms. Cooper:
Enclesed please find for filing cne copy of the following:
(1} Notice ¢f A Comment Periocd on a Proposed Rule;

(2) Consent of Tax and Revenue Cabinet Secretary to Proposed
Rule;

(3) Brief Summary of Rule;
(4} Statement of Circumstances;
(5) Fiscal Note;

(6) The proposed rule entitled "Regulation Relating to Excess
Lines Brokers” (Seriles 20).

Please ccntact me 1f further information is required.
Sincerely,

A Lo 7

B. Keith Huff
General Counsel

BKH/cjs
Enclosures -
2019 Washington Sireet, East _ _ - Telephone {304} 558-040]
P.O. Box 50340 "We are an Equal Cpportznity Employer” Facsimile (304) 558-0412

Charleston, West Virginia 253035-0540




