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Brief Description:  Making the Washington essential property insurance inspection and

placement program apply to all counties.

Sponsors:  Representatives Williams, Hunt, Moeller, Chase and Morrell.

Brief Summary of Bill

• Expands the opportunity for coverage to property located in all counties within
Washington State.

•     Removes the ability of the Insurance Commissioner to discontinue the plan by rule.

Hearing Date:  1/19/06

Staff:  Jon Hedegard (786-7127).

Background:

The Insurance Commissioner  (Commissioner) adopted rules in 1969 to address a lack of
availability of property insurance due to riots.  In 1969, the Legislature specifically authorized the
Commissioner to continue the program to provide essential property insurance within the state
when it cannot be obtained though the normal insurance market.  The Commissioner may modify
or discontinue the plan by rule.

The Commissioner's rules require participation of all authorized property insurers.  Insurers may
be assessed on the same percentage basis as the insurer's premium to all written premiums.

An organization was created to administer the Fair Access to Insurance Requirements (FAIR)
plan.  By rule, the FAIR plan applies only to an urban area as defined by rule.  "Urban area" is
defined as:
• King County;
• Tacoma; and
• Pasco.

An applicant for coverage with the FAIR plan is not required to show that they are unable to
obtain insurance.  The FAIR plan may require an agent or broker to demonstrate what efforts were
made.  If the agent or broker is not making reasonable efforts to obtain insurance, the
administrator may forward the name of the agent or broker name to the Commissioner.
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After an application is submitted, the applicant is entitled to a free inspection of the property by
the Washington Surveying and Rating Bureau (WSRB).  The WSRB must make a report for each
property inspected.  Within three days of receiving the inspection report, the FAIR plan must
notify the applicant that:
• the risk is acceptable
• the risk will be acceptable if improvements are made and confirmed by reinspection;
• or the risk is unacceptable for specified reasons.  The risk may be declined for failure to

comply with reasonable underwriting standards.

If the risk is acceptable, coverage will commence on the receipt of premium.  No coverage on any
one property through this program may exceed $1,500,000 in liability.

Policies last for one year at a rate set by the WSRB and approved by the Commissioner.  A policy
cannot be cancelled except:
• for cause that would have been grounds for nonacceptance if known at the time the risk was

accepted;
• nonpayment of premiums; or
• with the approval of the governing committee.

The program is administered by a governing committee composed of nine members.  At least six
members must be insurers, with one member designated the service insurer.  The other three
members are individuals who have no direct or indirect interest in an insurer, except as a
policyholder.

All licensed agents and broke must comply with the aims and operation of the FAIR plan.  The
commission under the program is 10 percent of the policy premium to the licensed producer
designated by the applicant.

The FAIR plan must make quarterly reports to the Commissioner and regular report to all
members.

Summary of Bill:

The FAIR plan is expanded to apply to all counties within the Washington State.

The FAIR plan is required, not authorized, by the Legislature. The bill requires a legislative act to
discontinue the FAIR plan.

Appropriation:  None.

Fiscal Note:  Not requested.

Effective Date:  The bill takes effect 90 days after adjournment of session in which bill is passed.
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