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1 HOUSE BILL NO. 1759
2 Offered January 9, 2019
3 Prefiled December 21, 2018
4 A BILL to amend and reenact §§ 38.2-1322 and 38.2-1333 of the Code of Virginia and to amend the
5 Code of Virginia by adding a section numbered 38.2-1332.2, relating to insurance holding
6 companies; supervision of internationally active insurance groups.
7 ––––––––––

Patron––Ware
8 ––––––––––
9 Referred to Committee on Commerce and Labor

10 ––––––––––
11 Be it enacted by the General Assembly of Virginia:
12 1. That §§ 38.2-1322 and 38.2-1333 of the Code of Virginia are amended and reenacted and that
13 the Code of Virginia is amended by adding a section numbered 38.2-1332.2 as follows:
14 § 38.2-1322. Definitions.
15 As used in this article:
16 "Acquiring person" means any person by whom or on whose behalf acquisition of control of any
17 domestic insurer is to be effected.
18 "Affiliate" of a specific person or a person "affiliated" with a specific person means a person that
19 directly or indirectly through one or more intermediaries, controls, is controlled by or is under common
20 control with the person specified.
21 "Control," including the terms "controlling," "controlled by" and "under common control with,"
22 means direct or indirect possession of the power to direct or cause the direction of the management and
23 policies of a person, through (i) the ownership of voting securities, (ii) by contract other than a
24 commercial contract for goods or nonmanagement services, or (iii) otherwise, unless the power is the
25 result of an official position with or corporate office held by the person. Control shall be presumed to
26 exist if any person directly or indirectly owns, controls, holds with the power to vote, or holds proxies
27 representing collectively 10 percent or more of the voting securities of any other person. This
28 presumption may be rebutted by a showing made in the manner provided by subsection K of
29 § 38.2-1329 that control does not exist. After giving all interested persons notice and opportunity to be
30 heard and making specific findings to support its determination, the Commission may determine that
31 control exists, notwithstanding the absence of a presumption to that effect.
32 "Enterprise risk" means any activity, circumstance, event, or series of events involving one or more
33 affiliates of an insurer that, if not remedied promptly, is likely to have a material adverse effect upon
34 the financial condition or liquidity of the insurer or its insurance holding company system as a whole,
35 including, but not limited to, anything that would cause the insurer's risk-based capital to fall into
36 company action level as set forth in § 38.2-5503 or would cause the insurer to be in hazardous financial
37 condition pursuant to 14VAC5-290-30 and 14VAC5-290-40 of the Virginia Administrative Code.
38 "Group-wide supervisor" means the regulatory official authorized to engage in conducting and
39 coordinating group-wide supervision activities who is determined or acknowledged by the Commission
40 under § 38.2-1332.2 to have sufficient significant contacts with the internationally active insurance
41 group.
42 "Insurance holding company system" means two or more affiliated persons, one or more of which is
43 an insurer.
44 "Insurer" means an insurance company as defined in § 38.2-100.
45 "Internationally active insurance group" means an insurance holding company system that includes
46 an insurer registered under § 38.2-1329 and that meets the following criteria: (i) premiums written in at
47 least three countries; (ii) the percentage of gross premiums written outside the United States is at least
48 10 percent of the insurance holding company system's total gross written premiums; and (iii) based on a
49 three year rolling average, (a) the total assets of the insurance holding company system are at least $50
50 billion or (b) the total gross written premiums of the insurance holding company system are at least $10
51 billion.
52 "Material transaction" means (i) any sale, purchase, exchange, loan or extension of credit, or
53 investment; (ii) any dividend or distribution; (iii) any reinsurance treaty or risk-sharing arrangement; (iv)
54 any management contract, service contract or cost-sharing arrangement; (v) any merger with or
55 acquisition of control of any corporation; or (vi) any other transaction or agreement that the Commission
56 by order, rule or regulation determines to be material. Any series of transactions occurring within a
57 12-month period that are sufficiently similar in nature as to be reasonably construed as a single
58 transaction and that in the aggregate exceed any minimum limits shall be deemed a material transaction.
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59 "NAIC" means the National Association of Insurance Commissioners.
60 "SEC" means the U.S. Securities and Exchange Commission.
61 "Subsidiary" of a specified person means an affiliate directly or indirectly controlled by that person
62 through one or more intermediaries.
63 "Voting security" means any security that enables the owner to vote for the election of directors.
64 "Voting security" includes any security convertible into or evidencing a right to acquire a voting
65 security.
66 § 38.2-1332.2. Group-wide supervision of internationally active insurance groups.
67 A. The Commission is authorized to act as the group-wide supervisor for any internationally active
68 insurance group in accordance with the provisions of this section. However, the Commission may
69 otherwise acknowledge another regulatory official as the group-wide supervisor where the
70 internationally active insurance group:
71 1. Does not have substantial insurance operations in the United States;
72 2. Has substantial insurance operations in the United States but not in the Commonwealth; or
73 3. Has substantial insurance operations in the United States and the Commonwealth, but the
74 Commission has determined pursuant to the factors set forth in subsections B and F that the other
75 regulatory official is the appropriate group-wide supervisor.
76 An insurance holding company system that does not otherwise qualify as an internationally active
77 insurance group may request that the Commission make a determination or acknowledgment as to a
78 group-wide supervisor pursuant to this section.
79 B. In cooperation with other state, federal, and international regulatory agencies, the Commission
80 shall identify a single group-wide supervisor for an internationally active insurance group. The
81 Commission may determine that the Commission is the appropriate group-wide supervisor for an
82 internationally active insurance group that conducts substantial insurance operations concentrated in the
83 Commonwealth. However, the Commission may acknowledge that a regulatory official from another
84 jurisdiction is the appropriate group-wide supervisor for the internationally active insurance group. The
85 Commission shall consider the following factors when making a determination or acknowledgment under
86 this subsection:
87 1. The place of domicile of the insurers within the internationally active insurance group that holds
88 the largest share of the internationally active insurance group's written premiums, assets, or liabilities;
89 2. The place of domicile of the top-tiered insurer or insurers in the insurance holding company
90 system of the internationally active insurance group;
91 3. The location of the executive offices or largest operational offices of the internationally active
92 insurance group;
93 4. Whether another regulatory official is acting or is seeking to act as the group-wide supervisor
94 under a regulatory system that the Commission determines to be:
95 a. Substantially similar to the system of regulation provided under the laws of the Commonwealth; or
96 b. Otherwise sufficient in terms of providing for group-wide supervision, enterprise risk analysis, and
97 cooperation with other regulatory officials; and
98 5. Whether another regulatory official acting or seeking to act as the group-wide supervisor provides
99 the Commission with reasonably reciprocal recognition and cooperation.

100 However, a regulatory official identified under this section as the group-wide supervisor may
101 determine that it is appropriate to acknowledge another supervisor to serve as the group-wide
102 supervisor. The acknowledgment of the group-wide supervisor shall be made after consideration of the
103 factors listed in subdivisions 1 through 5, and shall be made in cooperation with and subject to the
104 acknowledgment of other regulatory officials involved with supervision of members of the internationally
105 active insurance group and in consultation with the internationally active insurance group.
106 C. Notwithstanding any other provision of this section, the Commission's regulatory authority under
107 this section shall not be impaired. To the extent that the Commission acknowledges a regulatory official
108 from another jurisdiction as a group-wide supervisor and in the event of a material change in the
109 internationally active insurance group that results in (i) the internationally active insurance group's
110 insurers domiciled in the Commonwealth holding the largest share of the group's premiums, assets, or
111 liabilities or (ii) the Commonwealth being the place of domicile of the top-tiered insurer or insurers in
112 the insurance holding company system of the internationally active insurance group, the Commission
113 may make a determination or acknowledgment as to the appropriate group-wide supervisor for such an
114 internationally active insurance group pursuant to subsection B.
115 D. Pursuant to § 38.2-1332, the Commission is authorized to collect from any insurer registered
116 pursuant to § 38.2-1329 all information necessary to determine whether the Commission may act as the
117 group-wide supervisor of an internationally active insurance group or if the Commission may
118 acknowledge another regulatory official to act as the group-wide supervisor. Prior to issuing a
119 determination that an internationally active insurance group is subject to group-wide supervision by the
120 Commission, the Commission shall notify the insurer registered pursuant to § 38.2-1329 and the ultimate
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121 controlling person within the internationally active insurance group. The internationally active insurance
122 group shall have not less than 30 days to provide the Commission with additional information pertinent
123 to the pending determination. The Commission shall publish in any manner it considers appropriate and
124 on its website the identity of internationally active insurance groups that the Commission has determined
125 are subject to group-wide supervision by the Commission.
126 E. If the Commission is the group-wide supervisor for an internationally active insurance group, the
127 Commission is authorized to engage in any of the following group-wide supervision activities:
128 1. Assess the enterprise risks within the internationally active insurance group to ensure that:
129 a. The material financial condition and liquidity risks to the members of the internationally active
130 insurance group that are engaged in the business of insurance are identified by management; and
131 b. Reasonable and effective mitigation measures are in place;
132 2. Request, from any member of an internationally active insurance group subject to the
133 Commission's supervision, information necessary and appropriate to assess enterprise risk, including
134 information about the members of the internationally active insurance group regarding:
135 a. Governance, risk assessment, and management;
136 b. Capital adequacy; and
137 c. Material intercompany transactions;
138 3. Coordinate and, through the authority of the regulatory officials of the jurisdictions where
139 members of the internationally active insurance group are domiciled, compel development and
140 implementation of reasonable measures designed to ensure that the internationally active insurance
141 group is able to timely recognize and mitigate enterprise risks to members of such internationally active
142 insurance group that are engaged in the business of insurance;
143 4. Communicate with other state, federal, and international regulatory agencies for members within
144 the internationally active insurance group and share relevant information, subject to the confidentiality
145 provisions of § 38.2-1333, through supervisory colleges as set forth in § 38.2-1332.1 or otherwise;
146 5. Enter into agreements with or obtain documentation from any insurer registered under
147 § 38.2-1329, any member of the internationally active insurance group, and any other state, federal, or
148 international regulatory agencies for members of the internationally active insurance group, providing
149 the basis for or otherwise clarifying the Commission's role as group-wide supervisor, including
150 provisions for resolving disputes with other regulatory officials. Such agreements or documentation shall
151 not serve as evidence in any proceeding that any insurer or person within an insurance holding
152 company system not domiciled or incorporated in the Commonwealth is doing business in the
153 Commonwealth or is otherwise subject to jurisdiction in the Commonwealth; and
154 6. Engage in other group-wide supervision activities, consistent with the authorities and purposes
155 enumerated above, as considered necessary by the Commission.
156 F. If the Commission acknowledges that another regulatory official from a jurisdiction that is not
157 accredited by the NAIC is the group-wide supervisor, the Commission is authorized to reasonably
158 cooperate, through supervisory colleges or otherwise, with group-wide supervision undertaken by the
159 group-wide supervisor, provided that:
160 1. The Commission's cooperation is in compliance with the laws of the Commonwealth; and
161 2. The regulatory official acknowledged as the group-wide supervisor also recognizes and cooperates
162 with the Commission's activities as a group-wide supervisor for other internationally active insurance
163 groups where applicable. Where such recognition and cooperation is not reasonably reciprocal, the
164 Commission is authorized to refuse recognition and cooperation.
165 G. The Commission is authorized to enter into agreements with or obtain documentation from any
166 insurer registered under § 38.2-1329, any affiliate of the insurer, and other state, federal, or
167 international regulatory agencies for members of the internationally active insurance group that provide
168 the basis for or otherwise clarify a regulatory official's role as group-wide supervisor.
169 H. Each registered insurer subject to this section shall be liable for and shall pay the necessary
170 traveling and other expenses incurred by the Commission for its participation in the administration of
171 this section. The Commission may retain at the registered insurer's expense any attorneys, actuaries,
172 accountants, and other experts reasonably necessary to assist in the administration of this section. Any
173 persons so retained shall be under the direction and control of the Commission and shall act in a
174 purely advisory capacity. The Commission may establish a regular assessment to the insurer for the
175 payment of these expenses. If an assessment is required by this subsection, it shall be collected by the
176 Commission and paid directly into the state treasury and credited to the "Bureau of Insurance Special
177 Fund –– State Corporation Commission" for the maintenance of the Bureau of Insurance as provided in
178 subsection B of § 38.2-400.
179 § 38.2-1333. Confidential treatment of information and documents.
180 A. All documents, materials, or other information obtained by or disclosed to the Commission or any
181 other person in the course of an examination or investigation made pursuant to § 38.2-1332, and all
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182 information reported or provided to the Commission pursuant to subdivisions A 12 and 13 of §
183 38.2-1324 and §§ 38.2-1329, 38.2-1330, and 38.2-1330.1, and 38.2-1332.2 shall be confidential by law
184 and privileged, shall not be subject to subpoena, and shall not be subject to discovery or admissible in
185 evidence in any private civil action. However, the Commission is authorized to use the documents,
186 materials, or other information in the furtherance of any regulatory or legal action brought as a part of
187 the Commission's official duties. The Commission shall not otherwise make the documents, materials, or
188 other information public without the prior written consent of the insurer to which they pertain. After an
189 insurer and its affiliates have been given notice and opportunity to be heard, the Commission may
190 publish all or any part of the documents, materials, or other information referred to in this section in any
191 manner it considers appropriate if it determines that the interests of policyholders or the public will be
192 served by the publication.
193 B. Neither the Commission nor any person who received documents, materials, or other information
194 while acting under the authority of the Commission or with whom such documents, materials, or other
195 information are shared pursuant to this article shall be permitted or required to testify in any private
196 civil action concerning any confidential documents, materials, or information subject to subsection A.
197 C. In order to assist in the performance of the Commission's duties, the Commission:
198 1. May share documents, materials, or other information, including the confidential and privileged
199 documents, materials, or information subject to subsection A, with other state, federal, and international
200 regulatory agencies; with the NAIC and its affiliates and subsidiaries; and with state, federal, and
201 international law-enforcement authorities, including members of any supervisory college described in
202 § 38.2-1332.1, provided that the recipient agrees in writing to maintain the confidentiality and privileged
203 status of the document, material, or other information and has verified in writing the legal authority to
204 maintain confidentiality;
205 2. May, notwithstanding subdivision 1, only share confidential and privileged documents, materials,
206 or information reported pursuant to subsection L of § 38.2-1329 with insurance commissioners in any
207 states that have statutes or regulations substantially similar to subsection A and that have agreed in
208 writing not to disclose such information;
209 3. May receive documents, materials, or information, including otherwise confidential and privileged
210 documents, materials, or information, from the NAIC and its affiliates and subsidiaries and from
211 regulatory and law-enforcement officials of other foreign or domestic jurisdictions, and shall maintain as
212 confidential or privileged any documents, materials, or information received with notice or the
213 understanding that it is confidential or privileged under the laws of the jurisdiction that is the source of
214 the document, material, or information; and
215 4. Shall enter into written agreements with the NAIC governing sharing and use of information
216 provided pursuant to this article consistent with this subsection that shall:
217 a. Specify procedures and protocols regarding the confidentiality and security of information shared
218 with the NAIC and its affiliates and subsidiaries pursuant to this article, including procedures and
219 protocols for sharing by the NAIC with other state, federal, or international regulators;
220 b. Specify that ownership of information shared with the NAIC and its affiliates and subsidiaries
221 pursuant to this article remains with the Commission and that the NAIC's use of the information is
222 subject to the direction of the Commission;
223 c. Require prompt notice to be given to an insurer whose confidential information in the possession
224 of the NAIC pursuant to this article is subject to a request or subpoena to the NAIC for disclosure or
225 production; and
226 d. Require the NAIC and its affiliates and subsidiaries to consent to intervention by an insurer in any
227 judicial or administrative action in which the NAIC and its affiliates and subsidiaries may be required to
228 disclose confidential information about the insurer shared with the NAIC and its affiliates and
229 subsidiaries pursuant to this article.
230 D. The sharing of information by the Commission pursuant to this article shall not constitute a
231 delegation of regulatory authority or rulemaking, and the Commission is solely responsible for the
232 administration, execution, and enforcement of the provisions of this article.
233 E. No waiver of any applicable privilege or claim of confidentiality in the documents, materials, or
234 information shall occur as a result of disclosure to the Commission under this section or as a result of
235 sharing as authorized in subsection C.
236 F. Documents, materials, or other information in the possession or control of the NAIC pursuant to
237 this article shall be confidential by law and privileged, shall not be subject to subpoena, and shall not be
238 subject to discovery or admissible in evidence in any private civil action.


