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IMPORTANT NOTICE REGARDING RATE INCREASES FOR COMMERCIAL 

LIABILITY INSUREDS IN THE STATE OF VIRGINIA 
 

 
The Virginia Bureau of Insurance has advised insurers of important changes to 
the rules governing rate increases in excess of 25% for commercial liability 
insureds, pursuant to Insurance Code Section 38.2-231, Business Liability 
Insurance: Notice of Cancellation, Refusal to Renew, Reduction in Coverage or 
Increase in Rate. 
 
This notice is to alert you to the most significant elements of the amended law.  
Please refer to Virginia Administrative Letter 2005-11, which has been attached, 
for more complete information. 
 
The changes apply to policies issued or renewed, effective July 1, 2005. 
 
Business lines:  All commercial liability policies, including commercial motor 
vehicle liability, package policies that include liability, CGL, commercial umbrella, 
professional liability, error and omissions, gap insurance and tuition refund 
policies.  In addition, because the notification provision for rate increases in 
excess of 25% applies to premium increases rather than increases in filed rates, 
the notice provision now applies to all liability policies exempt from rate filing, 
such as directors' and officers' liability, environmental liability and others.  
(Please refer to the Rate and Form Options and Exemptions Manual, a copy of 
which is posted on the AIG Programs website, for a list of rate exempt policy 
types.) 



 
Premium increases greater than 25%:
  
• Insurers must notify commercial liability insureds if their renewal premium is 

to be increased by more than 25%.  The notification requirement now applies 
to renewal policies only, not to new or renewal policies.  

• The content of the required policyholder notice is revised.  Insurers must now 
advise the policyholder that the reason(s) for the increase and the amount of 
the increase may be obtained from the agent or the insurance company.  
Insurers do not have to include the specific reason(s) for the rate increase in 
the policyholder notice. 

• The premium increase is to be calculated as the difference between the 
renewal premium and the premium charged by the insurer at the effective 
date of the expiring policy.  This calculation method is to apply even if the 
premium rate varies during the policy period. 

• Notification must continue to meet all the other requirements of Section 38.2-
231.  The notice must be mailed, via certified or registered mail, to the named 
insured not later than 45 days prior to the effective date of the intended 
increase.  The insurer must retain a copy of the notice, the proof of mailing 
and all related documentation for at least one year. 

 
Miscellaneous commercial casualty insurance: 
 
• Miscellaneous commercial liability is now subject to the notification 

requirement above for premium increases in excess of 25%, as well as the 
45-day policy cancellation and non-renewal notice provisions of Section 38.2-
231. 

 
 

If you have any questions regarding this notice, please contact your Program 
Manager. 

 
 














