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HOUSE BI LL 1567

Passed Legislature - 2009 Regul ar Session
State of WAshi ngton 61lst Legislature 2009 Regul ar Session

By Representatives Bailey, Kirby, and Roach; by request of Insurance
Comm ssi oner

Read first tinme 01/23/009. Referred to Commttee on Financial
| nstitutions & | nsurance.

AN ACT Relating to insurance; and anending RCW 48.02.190,
48. 13. 450, 48.14. 020, 48.14.090, and 48. 66. 045.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW48.02.190 and 2008 c 328 s 6003 are each anended to
read as foll ows:

(1) As used in this section:

(a) "Organization"™ neans every insurer, as defined in RCW
48. 01. 050, having a certificate of authority to do business in this
state, every health care service contractor, as defined in RCW
48. 44. 010, every health maintenance organization, as defined in RCW
48. 46. 020, or self-funded multiple enployer welfare arrangenent, as
defined in RCW 48.125.010, registered to do business in this state.
"Cl ass one" organi zations shall consist of all insurers as defined in
RCW 48. 01. 050. "Class two" organizations shall consist of al
organi zations regi stered under provisions of chapters 48.44 and 48. 46
RCW "d ass three" organi zations shall consist of self-funded nmultiple
enpl oyer wel fare arrangenents as defined i n RCW 48. 125. 010.

(b)(i) "Receipts" nmeans (A) net direct premuns consisting of
direct gross premuns, as defined in RCW48. 18. 170, paid for insurance
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witten or renewed upon risks or property resident, situated, or to be
performed in this state, less return prem uns and prem uns on policies
not taken, dividends paid or credited to policyholders on direct

busi ness, and prem uns received from policies or contracts issued in
connection with qualified plans as defined in RCW 48. 14. 021, and (B)

prepaynments to health care service contractors, as defined in RCW
48. 44. 010, health nmaintenance organizations, as defined in RCW
48. 46. 020, or participant contributions to self-funded nultiple
enpl oyer welfare arrangenents, as defined in RCW 48.125.010, |ess

experience rating «credits, di vi dends, prepaynents returned to
subscri bers, and paynents for contracts not taken.

(1i1) Participant contributions, under chapter 48.125 RCW used to
determine the receipts in this state under this section shall be
determned in the sane manner as premuns taxable in this state are
determ ned under RCW48. 14. 090.

(c) "Regul atory surcharge" neans the fees i nposed by this section.

(2) The annual cost of operating the office of insurance
comm ssioner shall be determ ned by |egislative appropriation. A pro
rata share of the cost shall be charged to all organizations as a
regul atory surcharge. Each class of organization shall contribute a
sufficient anount to the insurance conmm ssioner's regulatory account to
pay the reasonabl e costs, including overhead, of regulating that class
of organizati on.

(3) The regulatory surcharge shall be calculated separately for
each class of organization. The regulatory surcharge collected from
each organi zation shall be that portion of the cost of operating the
i nsurance conm ssioner's office, for that class of organization, for
the ensuing fiscal year that is represented by the organization's
portion of the receipts collected or received by all organizations
within that class on business in this state during the previous
cal endar year. However, the regulatory surcharge nust not exceed one-
ei ghth of one percent of receipts and the m ni mumregul atory surcharge
shal | be one thousand dol |l ars.

(4) The comm ssioner shall annually, on or before June 1st,
calculate and bill each organization for the anmount of the regulatory
surcharge. The regul atory surcharge shall be due and payable no | ater
than June 15th of each year. However, if the necessary financial
records are not available or if the amount of the |legislative
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appropriation is not determned intinme to carry out such cal cul ati ons
and bill such regulatory surcharge within the tine specified, the
conm ssioner may use the regulatory surcharge factors for the prior
year as the basis for the regulatory surcharge and, if necessary, the
conmm ssi oner may inpose supplenental fees to fully and properly charge
t he organizations. Any organization failing to pay the regulatory
surcharges by June 30th shall pay the sane penalties as the penalties
for failure to pay taxes when due under RCW 48. 14. 060. The regul atory
surcharge required by this section is in addition to all other taxes
and fees now inposed or that nmay be subsequently inposed.

(5 Al noneys collected shall be deposited in the insurance
conmi ssioner's regulatory account in the state treasury which i s hereby
creat ed.

(6) Unexpended funds in the insurance conm ssioner's regulatory
account at the close of a fiscal year shall be carried forward in the
i nsurance commi ssioner's regulatory account to the succeeding fisca
year and shall be used to reduce future regulatory surcharges.
{ { Burng—the 206072009 H-seal—bienwm-—tHhe—tegrstature—may —transfer

a a O alalal a¥a a v a N a a¥a' AR N aVa O N

state—heritage —ecenter—account —such—arpunts—as—reflect —excess—Hund
bal ance in the account.))

(7)(a) Each insurer may annually collect regulatory surcharges
remtted in preceding years by neans of a policyhol der surcharge on
prem unms charged for all kinds of insurance. The recoupnent shall be
at a uniform rate reasonably calculated to collect the regulatory
surcharge remtted by the insurer.

(b) If an insurer fails to collect the entire anount of the
recoupnent in the first year under this section, it may repeat the
recoupnment procedure provided for in this subsection (7) in succeeding
years until the regulatory surcharge is fully collected or a de mnims
anount remains uncoll ected. Any such de mnims anount nmay be
collected as provided in (d) of this subsection.

(c) The ampbunt and nature of any recoupnent shall be separately
stated on either a billing or policy declaration sent to an insured.
The anmount of the recoupnment nmust not be considered a prem umfor any
pur pose, including the premumtax or agents' conmm ssions.

(d) An insurer may elect not to collect the regulatory surcharge
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from its insured. In such a case, the insurer may recoup the
regul atory surcharge through its rates, if the follow ng requirenents
are net:

(i) The insurer remts the anmount of surcharge not collected by
el ection under this subsection; and

(ii) The surcharge is not considered a prem um for any purpose,
including the premumtax or agents' conmm ssion.

Sec. 2. RCWA48.13.450 and 2008 ¢ 234 s 1 are each anended to read
as follows:

The definitions in this section apply throughout RCW 48.13. 450
t hrough 48. 13.475 unl ess the context clearly requires otherw se.

(1) "Agent" neans a national bank, state bank, trust conpany, or
broker/dealer that maintains an account in its nane in a clearing
corporation or that is a nenber of the federal reserve system and
through which a custodian participates in a clearing corporation,
including the treasury/reserve automated debt entry securities system
(TRADES) or treasury direct systens; except that wth respect to
securities issued by institutions organi zed or existing under the | ans
of a foreign country or securities used to neet the deposit
requi rements pursuant to laws of a foreign country as a condition of
doi ng business therein, "agent" may include a corporation that 1is
organi zed or existing under the laws of a foreign country and that is
legally qualified under those |laws to accept custody of securities.

(2) "Broker/dealer" means a broker or dealer as defined in RCW
62A.8-102(1)(c), that is registered wth and subject to the
jurisdiction of the securities and exchange conm ssion, naintains
menbership in the securities investor protection corporation, and has
a tangi ble net worth equal to or greater than two hundred fifty mllion
dol | ars.

(3) "Clearing corporation"” neans a corporation as defined in RCW
62A. 8-102(1)(e) that 1is organized for the purpose of effecting
transactions in securities by conputerized book-entry, except that with
respect to securities issued by institutions organized or existing
under the laws of any foreign country or securities used to neet the
deposit requirenents pursuant to the laws of a foreign country as a
condi ti on of doing business therein, "clearing corporation” may incl ude
a corporation that is organized or existing under the laws of any
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foreign country and is legally qualified under such laws to effect
transactions in securities by conputerized book-entry. "Cl earing
corporation" also includes treasury/reserve automated debt entry
securities system and treasury direct book-entry securities systens
established pursuant to 31 U.S.C. Sec. 3100 et seq., 12 U.S.C. pt. 391,
and 5 U S.C pt. 301.

(4) "Conm ssioner"” neans the insurance commi ssioner of the state of

Washi ngt on.
(5) "Custodian" neans:
(a) A national bank, state bank, or trust conpany that shall, at

all times acting as a custodi an, be no | ess than adequately capitalized
as determned by the standards adopted by United States banking
regulators and that is regulated by either state banking laws or is a
menber of the federal reserve system and that is legally qualified to
accept custody of securities; except that with respect to securities
issued by institutions organized or existing under the laws of a
foreign country, or securities used to neet the deposit requirenments
pursuant to laws of a foreign country as a condition of doing business
therein, "custodian" may include a bank or trust conpany i ncorporated
or organi zed under the laws of a country other than the United States
that is regulated as such by that country's governnent or an agency
thereof that shall at all tinmes acting as a custodian be no | ess than
adequately capitalized as determ ned by the standards adopted by the
international banking authorities and legally qualified to accept
custody of securities; or

(b) A broker/deal er.

(6) "Custodied securities" neans securities held by the custodian
or its agent or in a «clearing corporation, including the
treasury/reserve autonmated debt ((eguity)) entry securities system
(TRADES) or treasury direct systens.

(7) "Securities" neans instruments as defined in RCW 62A 8-
102(1) (o).

(8) "Securities certificate" has the sanme neaning as in RCW
62A. 8-102(1) (d).

(9) "Tangi bl e net worth" nmeans sharehol ders equity, |ess intangible
assets, as reported in the broker/dealer's nobst recent annual or
transition report pursuant to section 13 or 15(d) of the securities
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exchange act of 1934 (S.E.C. Form 10-K) filed with the securities and
exchange conm ssi on

(10) "Treasury/reserve automated debt entry securities systent
("TRADES") and "treasury direct” mean book-entry securities systens
established pursuant to 31 U.S.C. Sec. 3100 et seq., 12 U.S.C. pt. 391,
and 5 U S.C. pt. 301, with the operation of TRADES and treasury direct
subject to 31 CF. R pt. 357 et seq.

Sec. 3. RCWA48.14.020 and 2008 ¢ 217 s 6 are each anended to read
as follows:

(1) Subject to other provisions of this chapter, each authorized
i nsurer except title insurers shall on or before the first day of March
of each year pay to the state treasurer through the conm ssioner's
office a tax on prem uns. Except as provided in subsection (2) of this
section, such tax shall be in the anount of two percent of all
prem uns, excluding anbunts returned to or the anobunt of reductions in
prem unms allowed to holders of industrial life policies for paynent of
premuns directly to an office of the insurer, collected or received by
the insurer under RCW 48.14.090 during the preceding cal endar year
ot her than ocean marine and foreign trade insurances, after deducting
premuns paid to policyholders as returned premuns, upon risks or
property resident, situated, or to be perfornmed inthis state. For tax
pur poses, the reporting of prem uns shall be on a witten basis or on
a_paid-for basis_consistent _wth the basis_required_ by the_ annual
statenent. For the purposes of this section the consideration received
by an insurer for the granting of an annuity shall not be deened to be
a premum

(2) In the case of insurers which require the paynment by their
policyhol ders at the inception of their policies of the entire prem um
thereon in the formof prem uns or prem um deposits which are the sane
in anount, based on the character of the risks, regardless of the
l ength of term for which such policies are witten, such tax shall be
in the amount of two percent of the gross anmount of such prem uns and
prem um deposits upon policies on risks resident, |ocated, or to be
performed in this state, in force as of the thirty-first day of
Decenber next preceding, | ess the unused or unabsorbed portion of such
prem uns and prem um deposits conputed at the average rate thereof

HB 1567. SL p. 6
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actually paid or credited to policyholders or applied in part paynent
of any renewal premuns or premum deposits on one-year policies
expiring during such year.

(3) Each authorized insurer shall with respect to all ocean narine
and foreign trade insurance contracts witten within this state during
t he preceding cal endar year, on or before the first day of March of
each year pay to the state treasurer through the comm ssioner's office
a tax of ninety-five one-hundredths of one percent on its gross
underwiting profit. Such gross underwiting profit shall be
ascertai ned by deducting fromthe net premuns (i.e., Qross premuns
less all return premuns and prem uns for reinsurance) on such ocean
marine and foreign trade insurance contracts the net | osses paid (i.e.,
gross |losses paid |ess salvage and recoveries on reinsurance ceded)
during such calendar year wunder such contracts. In the case of
insurers issuing participating contracts, such gross underwiting
profit shall not include, for conputation of the tax prescribed by this
subsection, the anobunts refunded, or paid as participation dividends,
by such insurers to the holders of such contracts.

(4) The state does hereby preenpt the field of inposing excise or
privilege taxes upon insurers or their appointed insurance producers,
other than title insurers, and no county, city, town or other mnunici pal
subdi vi sion shall have the right to inpose any such taxes upon such
i nsurers or these insurance producers.

(5) If an authorized insurer collects or receives any such prem uns
on account of policies in force in this state which were originally
i ssued by another insurer and which other insurer is not authorized to
transact insurance in this state on its own account, such collecting
insurer shall be liable for and shall pay the tax on such prem uns.

Sec. 4. RCW48.14.090 and 1963 ¢ 195 s 14 are each anended to read
as follows:

In determ ning the amount of direct premumtaxable in this state,
all such premuns witten, procured, or received in this state shall be
deenmed written upon risks or property resident, situated, or to be
performed in this state except such premuns as are properly allocated
or apportioned and reported as taxable prem uns of any other state or
st at es. For tax_purposes, the reporting of premuns_shall_ be on_a

p. 7 HB 1567. SL
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witten basis or on a paid-for basis consistent wwth the basis required
by the annual statenent.

Sec. 5. RCW48.66.045 and 2005 ¢ 41 s 4 are each anended to read
as follows:

(1) Every issuer of a nedicare supplenent insurance policy or
certificate providing coverage to a resident of this state i ssued on or
after January 1, 1996, and before June 1, 2010, shall:

((5)) (a) Unless otherw se provided for in RCW48.66. 055, issue
coverage under its standardi zed benefit plans B, C, D, E, F, G K, and
L without evidence of insurability to any resident of this state who is
eligible for both nmedi care hospital and physician services by reason of
age or by reason of disability or end-stage renal disease, if the
medi care supplenent policy replaces another nedicare supplenent
st andar di zed benefit plan policy or certificate B, C, D, E, F, G K, or
L, or other nore conprehensive coverage than the replacing policy; and

((2)) (b) Unless otherw se provided for in RCW48.66. 055, issue
coverage under its standardi zed plans A, H 1, and J w thout evidence
of insurability to any resident of this state who is eligible for both
medi care hospital and physician services by reason of age or by reason
of disability or end-stage renal disease, if the nedicare suppl enent
policy replaces anot her nedi care suppl enment policy or certificate which
is the sane standardi zed plan as the replaced policy. After Decenber

31, 2005, plans H, I, and J may be replaced only by the sane plan if
that plan has been nodified to renobve outpatient prescription drug
coverage((;—and)) .

(2)(a) Unless otherw se provided for in RCW48. 66. 055, every issuer
of a nedicare_supplenent insurance policy or_certificate_ providing
coverage to a resident of this state issued on or after June 1, 2010,
shall issue coverage under its standardized plans B, C, D, E, F with
hi gh deductible, G K, L, M or N w thout evidence of insurability to
any resident of this state who is eligible for both nedicare hospital
and physician services by reason of age or by reason of disability or
end-stage renal disease, if the nedicare_ supplenent policy or
certificate replaces another nedicare supplenent policy or certificate

or ot her nore conprehensive coverage; and
(b) Unl ess otherwi se provided for in RCW48. 66. 055, issue coverage
under its standardi zed plan A wi thout evidence of insurability to any

HB 1567. SL p. 8
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resident of this state who is eliqgible for both nedicare hospital and

physi ci an services by reason of age or by reason of disability or end-

stage renal disease, if the nedicare supplenent policy or certificate

repl aces_another standardized plan_A_ nedicare_supplenent policy_ or
certificate.

(3) Every issuer_ of a_ nedicare_supplenent insurance_policy or
certificate providing coverage to a resident of this state i ssued on or
after January 1, 1996, shall set rates only on a community-rated basis.
Prem uns shall be equal for all policyholders and certificate hol ders
under a standardi zed nedi care suppl enent benefit plan form except that
an i ssuer nmay vary prem uns based on spousal discounts, frequency of
paynment, and met hod of paynent including automatic deposit of prem uns
and may devel op no nore than two rating pools that distinguish between
an insured's eligibility for nedicare by reason of:

(a) Age; or

(b) Disability or end-stage renal disease.

Passed by the House February 23, 20009.

Passed by the Senate April 7, 2009.

Approved by the Governor April 21, 2009.

Filed in Ofice of Secretary of State April 22, 20009.
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