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SUBSTI TUTE SENATE BI LL 6251

Passed Legi slature - 2010 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2010 Regul ar Session

By Senate Financial Institutions, Housing & Insurance (originally
sponsored by Senator Benton; by request of I|nsurance Conm ssi oner)

READ FI RST TI ME 01/ 22/ 10.

AN ACT Rel ating to nonresident surplus |ine brokers and insurance
producers; anendi ng RCW48. 15. 070, 48.15.073, 48.17.173, and 48. 17. 250;
addi ng a new section to chapter 48.02 RCW and providing an effective
dat e.

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

Sec. 1. RCWA48.15.070 and 2009 ¢ 162 s 3 are each anended to read
as follows:

Any individual while a resident of this state, or any firm ((er
any)), corporation, or other business entity that has in its enploy a
qualified individual who is a resident of this state and who is
aut hori zed to exercise the powers of the firmor corporation, deened by
t he conm ssioner to be conpetent and trustworthy, and while maintaining
an office at a designated location in this state, may be licensed as a
surplus line broker in accordance with this section.

(1) Application to the comm ssioner for the license ((shallh)) nust
be made on fornms furnished by the comm ssioner. As part of, or in
connection wth, this application, the applicant ((shakH)) nust furnish
i nformation concerning his or her identity, including fingerprints for
subm ssion to the Wshington state patrol, the federal bureau of
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i nvestigation, and any governnental agency or entity authorized to
receive this information for a state and national crimnal history
background check; personal history; experience; business records;
purposes; and other pertinent information, as the conmm ssioner nmay
reasonably require. If in the process of verifying fingerprints,
busi ness records, or other information, the comm ssioner's office
incurs fees or charges from another governnental agency or from a
business firm the anount of the fees or charges ((shat)) nust be paid
to the conm ssioner's office by the applicant.

(2) Every resident surplus line broker |icensed under this chapter
must maintain a bond in favor of the state of Washington in the penal
sum of twenty thousand dollars, with authorized corporate sureties

approved by the comm ssioner, conditioned that the I|icensee wll
conduct busi ness under the license in accordance with the provisions of
this chapter and that the licensee wll pronptly remt the taxes

provi ded by RCW 48.15.120. The licensee ((shatt)) nust naintain such
bond in force for as long as the license renains in effect.

(3) Every resident surplus |ine broker |icensed under this chapter
must maintain in force while so licensed a bond in favor of the people
of the state of WAshington or a naned insured such that the people of
the state are covered by the bond, executed by an authorized corporate
surety approved by the comm ssioner, in the anount of two thousand five
hundred dollars, or five percent of the premuns from placenment of
coverage with surplus line insurers in the previous calendar year,
whi chever is greater, but not to exceed one hundred thousand dollars
total aggregate liability. The bond may be continuous in form and
total aggregate liability on the bond may be limted to the required
anount of the bond. The bond ((shall)) nust be contingent on the
accounting by the resident surplus |line broker to any person requesting
the broker to obtain insurance, for noneys or premuns collected in
connection therewith. A bond issued in accordance with RCW 48. 17. 250
or with this subsection will satisfy the requirenments of both RCW
48.17. 250 and this subsection if the Iimt of liability is not |ess
than the greater of the requirenent of RCW48. 17. 250 or the requirenent
of this subsection.

(4) Authorized surplus line brokers of a business entity may neet
the requirements of subsection (3) of this section with a bond in the

SSB 6251. SL p. 2
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nanme of the business entity, continuous in form and in the anount set
forth in subsection (3) of this section.

(5) Surplus line brokers may neet the requirenents of this section
with a bond in the name of an association. The association nust have
been in existence for five years, have conmmon nenbership, and have been
formed for a purpose other than obtaining a bond. An i ndi vi dual
surplus |line broker remains responsible for assuring that a bond is in
effect and is for the correct anount.

(6) Menbers of an association nmay neet the requirenents of
subsection (3) of this section with a bond in the nane of the
association that is continuous in formand in the anounts set forth in
subsection (3) of this section for each participating nenber.

(7) The surety may cancel the bond and be released from further
l[iability thereunder upon thirty days' witten notice in advance to the
principal. The cancellation does not affect any liability incurred or
accrued under the bond before the termnation of the thirty-day peri od.

(8 Failure to have and maintain the bonds required under
subsections (2) and (3) of this section is grounds for revocation of a
i cense under RCW48. 15. 140.

(9) If a party injured under the terns of the bond required under
subsection (3) of this section requests the surplus line broker to
provide the nane of the surety and the bond nunber, the surplus I|ine
broker nust provide the information within three working days after
recei ving the request.

(10) Al records relating to the bonds required by this section
must be kept avail abl e and open to the inspection of the comm ssioner
at any busi ness tine.

(11) A surplus line broker's license expires if not tinely renewed.
Surplus line broker |licenses are valid for the tinme period established
by the comm ssi oner unl ess suspended or revoked at an earlier date.

(12) Subject to the right of the conm ssioner to suspend, revoke,
or refuse to renew any surplus |line broker's |icense as provided in
this title, the license may be renewed into another |ike period by
filing with the conmmssioner by any neans acceptable to the
conmi ssioner on or before the expiration date a request, by or on
behal f of the licensee, for the renewal acconpani ed by paynent of the
renewal fee as specified in RCWA48. 14. 010.

p. 3 SSB 6251. SL
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(13) If the request and fee for renewal of a surplus line broker's
license are filed with the conm ssioner prior to expiration of the
existing license, the |licensee may continue to act under the |icense,
unl ess sooner revoked or suspended, until the issuance of a renewal
license, or until the expiration of fifteen days after the comm ssi oner
has refused to renew the license and has mailed notification of the
refusal to the licensee. If the request and fee for the license are
not received by the expiration date, the authority conferred by the
i cense ends on the expiration date.

(14) If the request for renewal of a surplus line broker's |icense
and paynent of the fee are not received by the conm ssioner prior to
the expiration date, the applicant for renewal ((shat)) nust pay to
the comm ssioner in addition to the renewal fee, a surcharge as
fol |l ows:

(a) For the first thirty days or part thereof of delinquency, the
surcharge is fifty percent of the renewal fee; and

(b) For the next thirty days or part thereof of delinquency, the
surcharge i s one hundred percent of the renewal fee.

(15) If the request for renewal of a surplus line broker's |icense
and paynment of the renewal fee are not received by the conm ssioner
after sixty days but prior to twelve nonths after the expiration date,
the application ((shakh)) nust be for reinstatenent of the |icense and
the applicant for reinstatenent ((shall)) nust pay to the conm ssioner
the license fee and a surcharge of two hundred percent of the |icense
fee.

(16) Subsections (14) and (15) of this section do not exenpt any
person from any penalty provided by law for transacting business
wi thout a valid and subsisting |icense.

(17) An individual surplus line broker who allows his or her
license to | apse may, within twelve nonths after the expiration date,
reinstate the sane license without the necessity of passing a witten
exam nati on

(18) For the purposes of this section, a "qualified individual" is
a natural person who has net all the requirenents that nust be net by
an individual surplus Iine broker.

(19) The conmmssioner nmay require any docunents reasonably
necessary to verify the information contained in an application and

SSB 6251. SL p. 4
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may, fromtime to tinme, require any |icensed surplus |ine broker to
produce the information called for in an application for |license.

Sec. 2. RCWA48.15.073 and 2009 ¢ 162 s 4 are each anended to read
as follows:

(1) The conmi ssioner may |license as a surplus line broker a person
who is otherwi se qualified under this code but who is not a resident of
this state, if by the laws of the state or province of his or her
residence or domcile a simlar privilege is extended to residents of
this state.

(2) A person under subsection (1) of this section nust neet the
sane qualifications((-—ether—than—resideney)) as any other person
seeking to be licensed as a surplus |line broker under this chapter,
except for residency, and is_not required to submt fingerprints with
the license application for a background check. A person granted a
nonresi dent surplus |ine broker's license nust ((have)) fulfill all the
sane responsibilities as any other surplus |ine broker, except for
bondi ng, and is subject to the (a) comm ssioner's supervision as though
resident in this state and (b) rul es adopted under this chapter.

(3) Anonresident surplus |ine broker's license((+—a)Expires—and
b)—ts—subjeet—to)) expires if_ not tinely renewed. A_nonr esi dent
surplus line broker's license is valid for the tine period established
by the conm ssioner unless suspended or revoked at an earlier date.
The request and fee for the renewal of the license is the sane as the
renewal and fee requirenents for ((rerewal—as)) a resident surplus |ine
broker |icensed under RCW 48. 15. 070.

(4) Each Ilicensed nonresident surplus |Iline broker ((shat
appetrnt)), by application for and issuance of a license, is deened to
have appointed the conm ssioner as the surplus line broker's attorney
to receive service of |egal process issued against the surplus line
broker in this state upon causes of action arising within this state.
Servi ce upon the comm ssioner as attorney constitutes effective | egal
servi ce upon the surplus |ine broker.

(a) The appointnment of the conm ssioner as attorney is irrevocabl e,
bi nds any successor in interest or to the assets or liabilities of the
surplus line broker, and renains in effect for as long as there could
be any cause of action against the surplus |ine broker arising out of
the surplus line broker's insurance transactions in this state.

p. 5 SSB 6251. SL
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(b) ((bBuptteate—coptes—ot—legal—process—agatnst—a—surplus—Hne
broker—shalt—be—served —upon—the —comm-ssionrer—erther—by—a—person

of—serviece—the—platntf—shall—pay—to—the—commssioner—ten—doHars
taxable—as—<coestsintheaction—

o . et . hall i i I I
one—of-—the—copies—of-—the—process—by—registered—ma-—wth—return
: 1 I lof ond | L br ol I I

L broker' s | L : it t] . _
td—TFhe —conm-sstoner—shal—keep—a—record—ol theday—and howr—ol
servi-ce—upon—the—commssioner—of —alH—legalproecess—Proceedings—ray

s not required to appear, plead, or answer until the expiration of
Forty—days—altter—thedate—olservice—upon—the—commsstoner—) ) Service
of legal process nust_ be_ acconplished and_ processed_in_the_ nmanner
prescribed in section5 of this act.

Sec. 3. RCW48.17.173 and 2009 ¢ 162 s 20 are each anended to read
as follows:

(1) Unless denied licensure under RCW 48.17.530, a nonresident
person ((shatt)) nust receive a nonresident producer |icense for the
line or lines of authority under RCW48.17.170 which is substantially
equivalent tothe line or lines of authority granted to the nonresident
person in the person's hone state if:

(a) The person is currently licensed as a resident and in good
standing in the person's hone state;

(b) The person has submtted the proper request for |icensure and
has paid the fees required by RCW 48. 14. 010;

(c) The person has submtted or transmtted to the comm ssioner a
conpl eted uni formapplication;

(d) The person's hone state awards nonresident producer |licenses to
residents of this state on the sanme basis; and

(e) A business entity, it has designated an individual |icensed
i nsurance producer responsible for the business entity's conpliance
with the insurance aws and rules of this state.

(2) An individual, as part of the request for |licensure, ((shaH))
must furnish information concerning the individual's identity((+

Hreluding—ngerprnts)) for subm ssion to the Washi ngton state patrol,

SSB 6251. SL p. 6
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the federal bureau of investigation, and any governnental agency or
entity authorized to receive this information for a state and nati onal
crimnal history background check. I[f, in the process of verifying
((Hngerprints+)) business records((;y)) or other information, the
comm ssioner's office incurs fees or charges from another governnental
agency or from a business firm the anmount of the fees or charges
((shalt)) nust be paid to the comm ssioner's office by the applicant.

(3) A nonresident business entity acting as atitle insurance agent
is required to obtain a title insurance agent |icense. Application
((shalt)) nust be nmade to the comm ssioner on the uniform business
entity application, and the individual submtting the application
((shalt)) nust declare under penalty of refusal, suspension, or
revocation of the license that the statenments nmade in the application
are true, correct, and conplete to the best of the individual's
know edge and  Dbelief. Before approving the application, t he
conmmi ssioner nust find that the business entity:

(a) Has paid the fees set forth in RCW48. 14. 010;

(b) Maintains a lawfully established place of business inits hone
state and holds a corresponding license issued by the state of its
princi pal place of business, and has conplied with the laws of this
state governing the adm ssion of foreign corporations;

(c) Is enpowered to be atitle agent under a nenbers' agreenent, if
alimted liability conpany, or by its articles of incorporation,;

(d) Is appointed as an agent by one or nore authorized title
i nsurance conpani es; ((and))

(e) Has conplied with RCWA48. 29. 155 and 48. 29. 160; _and

(f) Has designated an_individual officer of the title_ insurance
agent to be responsible for_the business entity's conpliance with the
insurance laws and rules of this state.

(4) ((Fhe —conm-sstoner — shalk —walbve — any — Hecense — appbiecatton
regurerents—for—anonrestdent —H-cense—appH-ecant—wth—a—vab-dH-ecense
#FeﬁkPhe—app¥+eanP—s—heﬁe—s%a%e— except—the— F€ﬂH+¥eﬁEHP5 —Hposed—by

hi on—iftd L I I I v
to—residents—of—this—state—en—the—sanre—basis—)) |f_the nonresident
insurance _producer applicant (a) has_a_valid_ license_ from the
applicant's hone state and (b) the applicant's hone state awards
nonresi dent insurance producer licenses to residents of this state on

p. 7 SSB 6251. SL
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the sane basis, the conm ssioner nust_ waive any |icense application
requi renents, except those i nposed under this section.

(5 A nonresident insurance producer's satisfaction of the
nonresi dent insurance producer's hone state's continuing education
requi renents for |icensed insurance producers ((shatl)) constitutes
satisfaction of this state's continuing education requirenents if the
nonresi dent producer's hone state recognizes the satisfaction of its
continuing education requirenents inposed upon producers from this
state on the sane basis.

(6) (( Fhe—~comssioner—shaH—wabvethe reguirenent—For—provi-ding

bureay —of —avestigati-on- —and —any — governnental- —ageney —or —entity
adt-hor+zed —to—recetve —this—information—for—a—state—and —nattonal-
erm-nal—hi-story—background—echeck—H—the—person—poessesses—a—val+d
: I , I L broker s L i : I :

hore — state —and —the — person-—s —hone —state —requi+es —subm-ssion—eof-

Hre —H-ecensure—of — s —resident —insurance —producers —or —surplus—H-ne
brokers, respectively.

) The commissioner may verify the nonresident _insurance
producer's licensing status through the producer database nai ntai ned by
the NAIC, its affiliates, or subsidiaries.

((68Y)) (7) A nonresident insurance producer who noves from one
state to another state or a resident producer who noves fromthis state
to another state ((shalh)) nust file a change of address and provide
certification from the new resident state within thirty days of the
change of |l egal residence. No fee or license application is required.

((69Y)) (8) Aperson licensed as a limted line credit insurance or

other type of limted |ines insurance producer in the person's hone
state and who conplies with the requirenents of subsection (1) of this
section ((shat)) nust receive a nonresident limted |ines insurance

producer license, under subsection (1) of this section, granting the
sane scope of authority as granted under the license issued by the
i nsurance producer's hone state. For the purpose of this subsection,
"l'imted lines insurance” is any authority granted by the honme state
which restricts the authority of the license to the lines set out in
RCW 48.17.170(1) (g) or (h).

SSB 6251. SL p. 8
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((£28)1)) (9) Each licensed nonresident insurance producer or title

i nsurance agent ((shall—appoint)), by application for_and issuance of
a_license, is deenmed to have appointed the conm ssioner as the
i nsurance producer's or title insurance agent's attorney to receive
service of | egal process issued against the insurance producer or title
i nsurance agent in this state upon causes of action arising within this
state. Service upon the conm ssioner as attorney ((shal)) constitutes
effective | egal service upon the insurance producer or title insurance
agent .

(a) The appointnment ((shall—be)) of the conmm ssioner as attorney is
irrevocable, binds any successor in _interest or to the assets or
liabilities of the_ insurance producer or_ title insurance agent, and
remains in_effect for as long as there could be any cause of action
agai nst the insurance producer or title insurance agent arising out of
the insurance producer's or title insurance agent's insurance
transactions inthis state.

sefrvi-ce —upon — He — conmssioner —of — ablh — sueh — Legal — process—No
proceedi-ngs—shal-—be—had—against—the—defendant—insurance—producer—or
e —insurance—agent——and—the—defendant—shall-—not—be—requi+red—to
appear, plead, or answer until the expiration of forty days after the
date of- service upon the conm ssioner .

+1-)) Service of legal process nust be acconplished and processed

in the manner prescribed in section 5 of this act.

(10) The commssioner my require any docunents reasonably
necessary to verify the information contained in an application and
may, from tinme to time, require any |icensed insurance producer or

p. 9 SSB 6251. SL
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title insurance agent to produce the information called for in an
application for |icense.

Sec. 4. RCW48.17.250 and 2009 ¢ 162 s 21 are each anended to read
as follows:

(1) Every resident insurance producer l|icensed under this chapter
on or after July 1, 2009, who places insurance either directly or
indirectly with an insurer with which the insurance producer is not
appoi nted as an agent nust maintain in force while so |icensed a bond
in favor of the people of the state of Washington or a naned insured
such that the people of Washi ngton are covered by the bond, executed by
an authorized corporate surety approved by the comm ssioner, in the
amount of two thousand five hundred dollars, or five percent of the
prem unms brokered in the previous cal endar year, whichever is greater,
but not to exceed one hundred thousand dollars total aggregate
liability. The bond may be continuous in form and total aggregate
l[itability on the bond may be |Iimted to the required anmount of the
bond. The bond ((shal)) nust be contingent on the accounting by the
resident insurance producer to any person requesting the resident
i nsurance producer to obtain insurance, for noneys or premuns
coll ected in connection therewth.

(2) Authorized insurance producers of a business entity may neet
the requirenments of this section with a bond in the nanme of the
busi ness entity, continuous in form and in the amunts set forth in
subsection (1) of this section. I nsurance producers may neet the
requirenents of this section with a bond in the nane of an associ ati on.
The associ ati on nust have been in existence for five years, have conmon
menber shi p, and have been forned for a purpose other than obtaining a
bond. An individual insurance producer renains responsible for
assuring that a bond is in effect and is for the correct anmount.

(3) The surety may cancel the bond and be released from further
l[iability thereunder upon thirty days' witten notice in advance to the

principal. The cancellation does not affect any liability incurred or
accrued under the bond before the term nation of the thirty-day period.
(4) The insurance producer's license my be revoked if the

i nsurance producer acts without a bond that is required under this
section.

SSB 6251. SL p. 10



© 00 N O Ol WDN P

e
= O

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31

(5) If a party injured under the terns of the bond requests the
i nsurance producer to provide the nanme of the surety and the bond
nunber, the insurance producer mnust provide the information wthin
t hree wor ki ng days after receiving the request.

(6) Menbers of an association may neet the requirenents of this
section wwth a bond in the name of the association that is continuous
in formand in the amounts set forth in subsection (1) of this section
for each participating nenber.

(7) Al records relating to the bond required by this section
((shalt)) nust be kept available and open to the inspection of the
conmi ssi oner at any business tine.

NEW SECTION. Sec. 5. A new section is added to chapter 48.02 RCW
to read as foll ows:

(1) Legal process against a person (a) for whom the comm ssioner
has been appointed attorney for service of process, or (b) who may be
served by service of process upon the comm ssioner, nust be served upon
the conm ssioner either by a person conpetent to serve a summobns or by
registered mail. At the time of service, the plaintiff nust pay to the
comm ssioner ten dollars, taxable as costs in the action.

(2) As soon as practicable, the conm ssioner nust send or make
avai l abl e a copy of the process to the person on whose behalf he or she
has been served by mail, electronic neans, or other means reasonably
calculated to give notice. The copy nust be sent or nade available in
a manner that is secure and with a receipt that is verifiable.

(3) The comm ssioner nust keep a record of the day and hour of
service upon himor her of all |egal process.

(4) Proceedi ngs nust not be had agai nst the person, and the person
must not be required to appear, plead, or answer until the expiration
of forty days after the date of service upon the comm ssioner.

(5) The conm ssioner may adopt rules to inplenent this section.

NEW SECTION. Sec. 6. This act takes effect July 26, 2010.

Passed by the Senate February 16, 2010.

Passed by the House February 28, 2010.

Approved by the Governor March 10, 2010.

Filed in Ofice of Secretary of State March 10, 2010.
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