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NOTICE OF EMERGENCY RULE

H,

RULE TITLEZ: edf _Virginia Essentlel Property Insurance Associztion
The attached rule 1s filed 23 an
cireumstances cons

Zmergency Rule. The £

and tltuting the emergency are zs fo
Promulgauiop of this rule on an emergsncy basis 1s necessary

for the immediate preservation of the public

rravent substantizl harm to

welfare and o
the public interest pursuant to West
Virginis Code §204-3-15(g¥. Additionally, p?omuv@“" '
rule on an emergency basis is

lzation of the
necessary Lo comp
redguirenents of

mply wish tThe tims
West Virginia Code §33-20A-
The West Vir
enacted during t

Ne. 5835 and has
rurpose of fthis 1
whiech 3

inla Essential Insurance Coverage Act Was
1986 session of the Legisiature as Senate B
en coaifﬁed at Chapter 33, Article 2C4A. The

to esatabllish a mechanism under
indiwvicduals and ouclﬂesses CEN secure property
coverige when such coverags is not avallzble
insurance mark

arket.

Insurance

in the veoluntary

This legislatlon was Iintroduced by the
> =

Devariment a2fter recelving numerous complaints from West
citlzens and Insurance agents

Insurance

Virginiz
that severe problems exist in

regard Tc the avallanilicy of fire and extended coverage insurance

for certain hemes and ccmimercial properties. Thne Department azlsg

eld two (2) Taet-Tinding public hearings on this issue. Informaticn

¢btalined by the Department revezaled that the avallablility problen

was most serious in southern West Virginiz and that fire and

extendad coverage insurance _was virtusll;

outnern countiss. S

11y unobtainable In certain

We are an Equal Opportunity Employer”’
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Since the B8ill was enagcted, the Department has peen workin
to establlish the mechanism under which the risk sharing »lan wi
ovnarate. The plan is set To become operative on November 1,
198&, and accordingly, the regulation must now be promulgated.
The reguirement that such regulztion be promulgated prior to
operation of the plan is found at West Virginilz Code §33-204-
2(b). Becauga of the urgency of Implementing the vlan In crder
That individuals and businesses may secure Ilre and extended
coverage insurance, the Department 1s promulgating this regu-
laticon on an emergency basis.

-

The Departmen®t will be glad tc provide any additionsl
<

Information in support of this emergency Filing.
% \
Fred E. Wrignht ’

Tnzurance Commissioner of
the State of West Virginis
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EMERGENCY

WEST VIRGINIA LEGISLATIVE RULE
INSURAKCE COMMISSIOHNER

CHAPTER 33-204
SERIES XXZI

West Virginia Zssential. Property
Insurance Associacion

Section 1. General

1.1 Scopse - This legisiztive rule sets forth the plian of
operazlon of The West Virginia ZEssential Pwo“ert Insurance
Asscciation. ' '

1.2. Authority - West Virginia Code §§ 33-204-3(b), 33-2-
16 ’ ,

1.3 Filing Date -

1.4 Effective Date =~
Section 2. Definitions - 4s used in this legislative ruls:

2.1 Ag ent - Shall mean an individusl licensed by the
Commissioner to sell property and ca asualfy insurance ih West

Virginia.

2.2 Assoclation - Shall mean the West Virginla Essentizal
Property Insurance Adssocilation.

2.3 DBoard - Shall mean the Board of Dilrectcrs cof tThe
Lssoclzation. : : S )

2.4 Commissioner - Shzall mean the Insurance Commissioner
of the State of West Virginia.

2.5 Eligible Applicant - Shall mean any perscn having an

insurabie inverest in habitational cor commerciszsl property
eligible for coverage under the provisions of this legisiacive
rule and the Assocciation's FPlan of Organization,

2.6 Essential Property Insurance Coverage - Shall mean
indemnification zgainst .oss caused by the perils of firs, -
lichtning, rict, ezxplosion, vehicle, smoke, hall, aircralt and

wind.
2.7 Insurer - Shall mean any insurance company suthorized

to write and engage in writing essentilal property insurance

coverage in West Virginila.
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Ins. Commissiconer
Leg., Rule 33-20A
Serieg XXI, 3Sec. 3
EMEZRGENCY

Sectilon 3. Type ¢f Orgenization

3.1, lNonprofit Unincorporated Organization - The Association
snall bs a ronprofit unincorporated organ_zatlop

Saction i, Administration

4,3 Boawd of Directors - The Associlafion shall be admin-
istered by a Board of Directors under the general supsrvision
of the Commissioner.

(L) The Board shall be apvointed by the Commissloner

with dueg consideration given to the composition of the memoersklp
of the Association and to the interests of ths insureds who

are provided essentlzl property insurance coverage by The
Azsociatlon,.

{B) The Board shall consgist of not less than flive
nor more than nine members serving terms of one year or until
thieir successors are appolinted.

Ssction 5. Management

5.1 Servicing Faciliiles - The Roard may contract with
one or more servicing aac*lity(ﬁes) and/or hire its own employee(s)
as are necessary to issue and serv;ce D071c1es on risks insured
by the Lssccilation. -

Pl

Tacility by the Board 1s subject to approval by the Commissiorer.

5.2 Approval by Commissioner - Designation of a servicing
i

Section 6. Commencement and Terminatlon of Cperation

6.1 Commencement of Operation - The Associlation shall
in issuing pvollciles of insurance for risks found insurable
' Associlation effective November 1, 1986.

ination of Operstion - The Assoclatlon shall be
'e earliest date when essentlial property insurance
s readily availilable in the voluntary market.

) Dissolution of the Asscociation 1s subjesct to
vpreval of the Commissioner.

(). Digsolution of the Asscclation shall be zaccomplished
under the supervisiorn of Bne Comm1531oper in an equitable zand
reasonable manner, '

Fage 2




Ins. Commissioner
Leg. Rule 33-204A
Series XXI, 3Sec. 7
ZMERGENCY

Section 7. Rates

stablishment of Rates - The Association shall
noropriave rates, rate clagsifications and rating

7.1 E
establish &
aquSEmeﬂuS in accordance with the provisions of West Virginlia
Code §33-20A4-5(2)(H). . ’

7.2 Approval of Zates ~ The Association's rates, rate
ciassificalions and rating adjustments are subject to approval
by the Commisslioner.

Szction &. Folicy Forms

8.1 Standard Fire Dolicy - 411 policies issued bv the
Aggoclzation shall copfowm witn the provisions of West Virginia
Coce 333-17-2.

8.2 Tctal or Partial Fire ILoss - &
Lsesoclation snall confor th i
nia Codes §33-17-9.

pol cles issued hy
izidns of West

olicies issued by the Asgssoclation
) year.

8.3 .Policy Term - 411
shzll be for 2 term of ons (1

8.L Policy Form Approval - Policies and endorsemsnts nay

o3

De issued only on iorms approved by the Commissicner.

Section 3. Coverage Limits and Types

9.1 (Coverags Limits - Coverage for risks found insurable
by the Assccistion shall be provided in an amount up to The
reasorable insurable value of the property, but in no event :
shall coverag?z provided by the Assoclation exceed the amcunt of
one hundred thousand dollars {($100,000.00) for any one hablfational
risk or three hundred thousand dollars ($300,000.00) for any chne
commercial risk.

9.2 (oversge Types - Coverage issued by the Associaticn
5hall be limited to indemnification against loss caused Ly the
perils of fire, lightning, zlot, explosion, vehilicle, smoke,
w2il, aircraft and wind.

Section 10. Underwriting
10.1 Underwriting Standards - The Board shall adopt

reasonable and eguitacle underwriting standards.




Ins. Commissioner
Leg. Rule 33-204
Series XXI, Sec. 10
EMERGENCY

10.2 Approval by Commissioner - Underwriting standards
adopted by the Becard zre subject Lo approval by the Commissioner.

Section 11. __Application for Insurance and Polilcy Issuance

12.1 DMethod of Avplication - An elligibvle avpplicant shall
authorize an agent to make written application tec the Association
for essentlial properiy insurance coverage. The spplicatlion

shall be accompanied by prcoof, in such form as may te presgcrived
or approved by tbe Commissioner, of the applicant's =f{fort and
inability tTo obtain essentizl property insurance in the voluntary
market,

11.2 Pelicy Issuance - Upon approval by the Assocliztion
ol an zpplication for coverage and upon receipt by the Association
cf vhe full amount of the premium due, the Association shsll

issue 2 policy and a o:nding receipt. The Association may

decline to iszue 2 policy and bdinding receipt when the applicant
cwes bremium menies o the Association for previous insurancs
coverage. - : : N

Section 12, Agent Commissgions

Lew and Renewal Business - Agent commission shall be
{(10%) of the premium on new business and at such

g Board shall determine on renewal business, not to
en percent (103%) of the renewal commission.

12.2 Canrcellation of Business - Upon cancellation of =z
policy, the agent shall refund commissions on “he return
premium to the Lssoclation at the same rate at which such
commissions were originally raid.

Section 13. Ingpection of Property

-

-0

(Y

135.1 ZInspection of
idsscelation of a complete
preperty requested to be

=0

a
Su

¥y ~ Upcn submission
cation for insurance,

p
o) th
may be physically insp

m 'T o
Q AD By

eyt
pli
ired

lhpnu
ct
®
jo2

e

O
3
&
e
w
H
-

13.2 Cost of _QSPECuiOb = Any physiczl inspecti
pe made without cost to the eligible applicant.

.

13.3 Inspection Report - A written inspection »sport

shall be made for eacn proverty inspected and a cony vrovide
to the eligible applicant.

[o])




Ins. Commissioner
Leg. Rule 33-204
Series XXI, Sec. 14
EMERGENCY

Ssction 14, Appeal Procedures ,
14,1 Initial Appeal fo Board - ANy applicant Ior lnsurance,
psrsen insu¥ed by the Association or member insurer aggrievec

by any ruling acticn or decision of the Association or the
aes“vﬂatea se“vﬂCLﬂr ac<__uy may appeal to the Board within
fifteen (15) days of such rul ing, zection or decision. The
appreal shall be In writing. The Board or an hppeals Committes
designated by the Board shall hear and determine the appeal
within fl;teep {157 days after the appeal 1s filed. .

14.2 ppeal fo Commissioner - The determination of the 7
Boara may be appaaggq in wrlting to the Ccmmisslioner within fen
{10} da¥s of such détermination. The Commissioner shall
render a decislion concerning the appeal within thirty (30)
davs. o '

Section 15. Premium Taxes
15.1 Premium Tax Liapility - The Aissoclation shall be

liable for premium taxes to Ene same extent and in the same
manner as & licensed insurer engaged in wrilting fire and
extended covebage Insurance 1in West Virginia.

Section 16. Annual Report

16.1 4nnual Report - The Board shall, on or before March
of each year, submit to the Commissioner a vreport of the
eration of the Agsociation for the previous calendar ysar..

S

Section 17. ~ ZJeverapilility

17.1 BSeverability - If any provislon of This legislative
rule is held invalid, thé remainder of the rule sna17 not be
affected thereby.
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KEN HECHLER
Secretary of State

MARY P. RATLIFF
Deputy Secretary of State

BARBARA STARCHER
Daputy Secratary of Slate

RICHARD S. STEPHENSON
Deputy Secratary of Stale

Telephane: (304) 345-4000
Carporations: 3423000

!

STATE OF WEST VIRGINIA
SECRETARY OF STATE

Charleston 25305

WILLIAM H, HARRINGTON
Chief of Staff

RICH O. HARTMAN
Director, Administrative Law

DONALD R WILKES

Directer, Corporaticns

VIRGINIA SKEEN
Special Assistant

(Plus all the valunteer
heip we can gel}

November 28, 198¢

NOTICE OF EMERGENCY RULE DECISION BY THE SECRETARY O STATE

AGENCY: Insurance Commission

RULE: ©New Rule, Series 21, WV Essential Property Insurance
Assoclation : -

DATE FILED AS AN EMERGENCY RULE: Octoker 16, 1986
DECISION WO. Z22-8%

Following review under WV Code 292A-3-15a, it is the decision of
the Secretary of State that the above emergency rule be
approved. A copy of the complete decision with reguired findings

is available from this cffice.
“7%2;:; /kl;’fiélﬂ_’,,

XEN HECELER
Secretary of State

FILED IN THE OFFICE OF
THE SECRETARY OF STATE

THIS DATE Gy 2 E, /5 FG

ADMINISTRATIVE Loy DIVISION




KEN HECHLER
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WILLIAM H, HARRINGTON
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Corparatians: 342.8000 help we can get)

DECISION Emergency Rule Decisicon
{(ERD 22-86)

AGENCY: Insurance Commission

RULE: New Rule, Series 21, WV Essential Property Insurance
Association .

DATE PILED AS AN EMERGENCY RULE: October 16, 1986

par. 1 The Insurance Commission has filed as emergency rule a new
rule, Series 21.

par, 2 The rule sets forth the plan of operations of the WV Essential
Property Insurance Asscciation required by 5B 565 passed 1986
and codified as §33-20A of the WV Code.

par., 3 West Virginia Code 2%A-3-15A reguires the Secretary of State to
review all emergency rules filed after March 8, 1986, This
review requires the Secretary of State to determine i1f the
agency filing such emergency rule 1) has complied with the
procedures Ior adopting an emergency rule; 2) exceeded the
scope if its statutory authority in promulgating the emergency
rule; or 3} can sheow than an emergency exists justifying the
promulgation of an emergency rule.

par. & Following review, the Secretary of State shall issue a decisicon
as to whether or .mot such an emergency rule should be
disapproved [Z29A-3-15a(a)].

par. 5 (A) Procedural Compliance: WV Code 29A-3-15 permits an agency
to adopt, amend o©or repeal, without  hearing, any
legiglative rule by £filing such rule, alcng with a
statement of the circumstances constituting the

emergency, with the Secretary of State and forthwith with
the Legislative Rule-Making Review Committee (LRMRC).

par., 6 If an agency has accomplished the above two required filings
with the appropriate supporting documents by the time the ERD
is ilssued or the expiration of the forty-two day review period,
whichever is sooner, the Secretaryv of State shall rule in favor
of preocedural compliance.




par.

par.

par.

par.

par.

par.
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8

9

10

11

12

The Insurance Commission has filed this emergency rule with
supporting documents with the Secretary of State ¢on October 16,
1986. ' '

It is the determination of the Secretary of State that the
Insurance Commission has complied with . the procedural
reguirements of WV Code §2%A~-3-153.

{B) Statutory Authority -- WV Code §33-20A-2 reads:

§33-204-2 [Intent and purpose.

To™ provide for « mechanism whereby the commissioner may establish
insurance plans to make agvailoble insurance coverage to persons who do not
have coverages available to them in the voluntary insurance market.

WV Code 33-20A-3 reads;:
§33-20A-3. -West Virginig essenticl insurance association.

() The commissioner shall establish a nonprofit unincorporated legal
entity to be known as the West Virginia essential insurance association to
make fire ond extended coverage insurance avdailable to any person having
an insurable interest in habitational or commercial property situated in this
state who is eguitably entitled to but unaobje to secure such insurance in
the voluntary insurarnce market. Participation shall be preguired of all
insurers doing any insurance business [n this state of the kinds covered.
by the association as o condition of their authority to transact insurance in
this state. '

()  The association shall perform its functions under o plan of operation
established by regulation promufgated by the commissioner pursuant to
chapter twenty-nine-g, article three (§25A-3-1 et seqg} of this code.

{c] If the commissicner finds after o public heagring thaot in any part of
this state any other kind of essential insurance coverage is not readily
avaifable in the voluntary insurance market and that the public interest
requires such availabliity, he may by regulation promulgate plans to
provide such coverage through the association for any risks in this state
which are equitably entitied to but unable to secure such insurance in the
voluntary insurance market. Participation shall be required of all insurers
doing any insurance business in this state of the kinds covered by the
associgtion as a condition of their authority to transact insurance in this
state,

It is the determination of the Secretary of &tate that the
Insurance Commission has not exceeded its statutory authority
by adopting this rule.

{C) Emergency: WV Code 29A-3-15(g) defines "emergency" as
follows:




par.

par.

14

i5

(g} For the purposes of this section, an emergency exjsts when the
promuigation of o rule is necessary for the immediate preservation of the
public peace, health, safety or welfare or is necessary to comply with ¢
time limitation established by this code or by «a federal statute or
regulation or fo prevent substantial harm to the public interest,

There are essentially +three classes o©f emergency breoadly
presented with the above provision: 1) immediate preservation;
2) time limitation; and 3} substantial harm. An agencvy need
only document to the satisfaction of the Secretary of State
that there exists a nexus Dbetween the proposal. and the
circumstances creating at least one of the above three
emergency categories.

The Insurance Commission claims this rule is necessary for the
immediate preservation of the public welfare and to prevent
substantial harm to the public interest and to comply with time
limitations.

The facts and circumstances as presented by the Insurance
Commission are as follows:

Promulgation of this rule on an emergency basis is necessary
for the immediate preservation of the public welfare and to
prevent substantial harm to the public- interest pursuant to
West Virginia Code §29%A-3-15{(g). Additionally, promulgation of
the rule on an emergency basis is necessary to comply with the
time requirements of West Virginia Code §33-20A-3.

The West Virginia Essential Insurance Coverage Act was enacted
during the 1986 session of the Legislature as Senate Bill No.
565 and has been codified at Chapter 33, Article 20a. The
purpose cf this legislation is to establish a mechanism under

which individuals and businessesg can secure property insurance

coverage when such coverage 1s not available in the voluntary
insurance market. This legislation was introduced by the
Insurance Department after receiving numerous complaints from
Wesgt Virginia citizens and insurance agents that severe
problems exist in regard to the availability of . fire and
extended coverage insurance £for certain homes and commercial
properties. The Department also held ¢two (2) fact-£finding
public hearings_  on this issue. Information obtained by the
Department revealed that the availability problem was most
sericus in scuthern West Virginia and that fire and extendsad
ceverage insurance was virtually uncbtainable in gertain
socuthern counties.

Since the Bill was enacted, the Department has been working to
establish the mechanism under which the risk sharing plan will
operate. The plan is set to become operative on November 1,
1986, and accordingly, the regulation must now be promulgated.
The requirement that such regulation be promulgated prior.-to
operation ¢f the plan is found at West Virginia Code




rar.

par.

par.

16

§33-20A~3(b). Because cf the urgency of implementing the plan
in order that individuals and businesses may secure fire and
extended coverage insurance, the Department is promulgating
this regulation on an emergency hasis.

It has been made clear +*o this office that there has been
expressed by the legislative branch, an emergency in insurance
coverage. This office wiIll adhere to this crisis pronoucement
and agree to this filing.

It is the decision of the Secretary of State that this proposal
by the Insurance Commission is in procedural compliance with
WV Code 282-3-15; does nct exceed the statutory authority of
the Insurance Commission; and that the facts and circumstances
presented constitute an emergency. Therefore, the Secretary of
State decides that this emergency rule should ke approved.

This decision shall be cited as Emergency Rule Declsion 22-86
or ERD 22-86 and may be cited as precedent. This decision is
available from the Secretary of State's office and has been
fiied with the Insurance Commissicn, the Attorney General .and
the Legislative Rule Making Review Committee.

KEN HECHLER

SECRETARY QF STATE FILED IN THE OFFICE OF

THE SECRETARY OF STATS
THIS DATE v Q2§ ST L

Entered ) APMINISTRATIVE LAW Divis: S
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RULE: WEST VIRGINIA ESSEZNTIAL PROPERTY INSURANCE ASSOCIATION

DATZ FILED AS AN EMERGENCY RULE: OCTOBER 16, 1986

THE ABOVE EMERGENCY RULE EXPIRES ON JANUARY 19, 1988 1

THR,

EXPIRATION OF TEE TIFTEENTH MONTE AS REQUIRED BY WEST VIRGIﬂIA

il

CODE 29A-3-15. THIS EMERGZNCY RULE WAS IN EFFECT FROM O

16, 1986 UNTTL JANUARY 16, 1988,

=

Rich O. Hartman, Dir.
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