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HOUSE BI LL 1083

Passed Legislature - 2003 Regul ar Session
State of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Sinpson, Benson and Schual -Berke; by request of
| nsurance Conmm ssi oner

Read first tinme 01/15/2003. Referred to Commttee on Financial
| nstitutions & | nsurance.

AN ACT Rel ating to making clarifying, nonsubstantive anmendnents to
and correcting outdated references in the insurance code; and anendi ng
RCW 48. 01. 050, 48.01. 235, 48.14.029, 48.18.103, 48.18.291, 48.18A. 050,
48.19. 043, 48.20.025, 48.21.180, 48.22.110, 48.31.111, 48.31.184,
48.31. 185, 48.43.115, 48.44.024, 48.46.068, 48.46.170, 48.46. 225,
48. 46. 350, 48.62.111, 48.90.010, 48.90.020, 48.90.030, 48.90.140, and
48. 99. 040.

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

Sec. 1. RCW48.01.050 and 1990 ¢ 130 s 1 are each anended to read
as follows:

"Insurer” as used in this code includes every person engaged in the
busi ness of making contracts of insurance, other than a fraternal
benefit society. A reciprocal or interinsurance exchange is an
"insurer" as used in this code. Two or nore hospital s((—as—definedin
ROW—70-39-020{3)—whiech)) that join and organize as a nutual
corporation pursuant to chapter 24.06 RCW for the purpose of insuring
or self-insuring against liability clains, including nedical liability,
through a contributing trust fund ((shalH—net—bedeened)) are not an
"I nsurer" under this code. Two or nore |local governnental entities,

p. 1 HB 1083. SL
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(( 6 d A —6 A .
48.62035—o+—any—eother)) under any provision of law,_ that join
together and organize to form an organization for the purpose of
jointly self-insuring or self-funding ((shalH—net—bedeerned)) are not
an "insurer" under this code. Two or nore persons engaged in the
busi ness of commercial fishing who enter into an arrangenent wth other
such persons for the pooling of funds to pay clains or |osses arising
out of |oss or damage to a vessel or nmachinery used in the business of
commercial fishing and owned by a nenber of the pool ((shal—net—be
deered)) are not an "insurer"” under this code.

Sec. 2. RCW48.01.235 and 1995 ¢ 34 s 3 are each anended to read
as follows:

(1) An issuer and an enpl oyee wel fare benefit plan, whether insured
or self funded, as defined in the enployee retirenment incone security
act of 1974, 29 U S. C. Sec. 1101 et seq. may not deny enrollnment of a
child under the health plan of the child s parent on the grounds that:

(a) The child was born out of wedl ock;

(b) The child is not clained as a dependent on the parent's federal
tax return; or

(c) The child does not reside with the parent or in the issuer's,
or insured or self funded enpl oyee wel fare benefit plan's service area.

(2) Where a child has health coverage through an issuer, or an
insured or self funded enpl oyee wel fare benefit plan of a noncust odi al
parent ((|4)). the issuer, or insured or self funded enpl oyee welfare
benefit plan, shall:

(a) Provide such information to the custodial parent as my be
necessary for the child to obtain benefits through that coverage;

(b) Permt the provider or the custodial parent to submt clains
for covered services wthout the approval of the noncustodial parent.
If the provider submts the claim the provider wll obtain the
custodi al parent's assignnment of insurance benefits or otherw se secure
the custodi al parent's approval.

For purposes of this subsection the departnent of social and health
services as the state nedicaid agency under RCW 74.09.500 may reassign
medi cal insurance rights to the provider for custodial parents whose
children are eligible for services under RCW 74.09. 500; and

HB 1083. SL p. 2
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(c) Make paynents on clains submtted in accordance with (b) of
this subsection directly to the custodial parent, to the provider, or
to the departnent of social and health services as the state nedicaid
agency under RCW 74. 09. 500.

(3) Wiere a child does not reside in the issuer's service area, an
i ssuer shall cover no less than urgent and energent care. \Were the
issuer offers broader coverage, whether by policy or reciprocal
agreenent, the issuer shall provide such coverage to any child
ot herwi se covered that does not reside in the issuer's service area.

(4) Where a parent is required by a court order to provide health
coverage for a child, and the parent is eligible for famly health
coverage, the issuer, or insured or self funded enployee welfare
benefit plan, shall:

(a) Permt the parent to enroll, under the famly coverage, a child
who is otherwise eligible for the coverage without regard to any
enrol | ment season restrictions;

(b) Enroll the child under fam |y coverage upon application of the
child s other parent, departnment of social and health services as the
state nedi cai d agency under RCW74.09. 500, or child support enforcenent
program ( ( as—defned—under—ROW26-18-170)), if the parent is enrolled
but fails to nake application to obtain coverage for such child; and

(c) Not disenroll, or elimnate coverage of, such child who is
otherwise eligible for the coverage unless the issuer or insured or
self funded enployee welfare benefit plan is provided satisfactory
written evidence that:

(1) The court order is no longer in effect; or

(1i) The child is or will be enrolled in conparable health coverage
t hrough another issuer, or insured or self funded enployee welfare
benefit plan, which will take effect not later than the effective date
of disenroll nent.

(5) An issuer, or insured or self funded enpl oyee welfare benefit
pl an, that has been assigned the rights of an individual eligible for
medi cal assi stance under nedi caid and coverage for health benefits from
the issuer, or insured or self funded enployee welfare benefit plan
may not inpose requirenents on the departnment of social and health
services that are different fromrequirenents applicable to an agent or
assi gnee of any other individual so covered.

p. 3 HB 1083. SL
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Sec. 3. RCW48.14.029 and 1998 ¢ 313 s 3 are each anended to read
as follows:

(1) Subject to the limts in this section, an eligible person is
allowed a credit against the tax due under RCW 48.14.020. The credit

is based on qualified enploynent positions in eligible areas. The
credit is available to persons who are engaged in international
i nsurance services as defined in this section. |In order to receive the

credit, the international insurance services activities nust take place
at a business within the eligible area.

(2)(a) The credit shall equal three thousand dollars for each
qualified enploynent position created after July 1, 1998, in an
eligible area. A credit is earned for the cal endar year the person is
hired to fill the position, plus the four subsequent consecutive years,
if the position is maintained for those four years.

(b) Credit may not be taken for hiring of persons into positions
that exist on July 1, 1998. Credit is authorized for new enpl oyees
hired for new positions created after July 1, 1998. New positions
filled by existing enployees are eligible for the credit under this
section only if the position vacated by the existing enployee is filled
by a new hire.

(c) When a positionis newy created, if it is filled before July
1st, this position is eligible for the full yearly credit. If it is
filled after June 30th, this position is eligible for half of the
credit.

(d) Credit may be accrued and carried over until it is used. No
refunds may be granted for credits under this section.

(3) For the purposes of this section:

(a) "Eligible area” neans: (i) A comunity enpowernent zone under
RCW ((43-—63A—+00)) 43.31C. 020; or (ii) a contiguous group of census
tracts that neets the wunenploynent and poverty criteria of RCW
((43—63A—+10)) 43.31C. 030 and is designated under subsection (4) of
this section;

(b) "Eligible person" nmeans a person, as defined in RCW 82.04. 030,
who in an eligible area at a specific location is engaged in the
busi ness of providing international insurance services;

(c) "International insurance services" neans a business that
provi des insurance services related directly to the delivery of the

HB 1083. SL p. 4
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service outside the United States or on behalf of persons residing
outside the United States; and

(d) "Qualified enploynent position" neans a permanent full-tine
position to provide international insurance services. |If an enployee
is either voluntarily or involuntarily separated from enpl oynent, the
enpl oynent position is considered filled on a full-tine basis if the
enployer is either training or actively recruiting a replacenent
enpl oyee.

(4) By ordinance, the legislative authority of a city wth
popul ation greater than eighty thousand, |ocated in a county containing
no community enpowernent zones as designated under RCW ((43—63A—+700))
43.31C. 020, nmmy designate a contiguous group of census tracts within
the city as an eligible area under this section. Each of the census
tracts nust neet the wunenploynent and poverty criteria of RCW
((43—63A—+710)) 43.31C 030. Upon nmaking the designation, the city shal
transmt to the departnent of revenue a certification letter and a map,

each explicitly describing the boundaries of the census tract. Thi s
desi gnation nust be nade by Decenber 31, 1998.
(5 No application is necessary for the tax credit. The person

nmust keep records necessary for the departnent to verify eligibility
under this section. This information includes:

(a) Enploynent records for the previous six years;

(b) Information relating to description of international insurance
services activity engaged in at the eligible location by the person
and

(c) Information relating to custoners of international insurance
services activity engaged in at that |ocation by the person.

(6) If at any time the departnment finds that a person is not
eligible for tax credit under this section, the amount of taxes for
which a credit has been used shall be inmmediately due. The depart nent
shal |l assess interest, but not penalties, on the credited taxes for
which the person is not eligible. The interest shall be assessed at
the rate provided for delinquent excise taxes under chapter 82.32 RCW
shal | be assessed retroactively to the date the tax credit was taken,
and shall accrue until the taxes for which a credit has been used are
repai d.

(7) The enploynent security departnent shall provide to the

p. 5 HB 1083. SL
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departnment of revenue such information needed by the departnent of
revenue to verify eligibility under this section

Sec. 4. RCW48.18.103 and 1997 c 428 s 1 are each anended to read
as follows:

(1) It is the intent of the legislature to assist the purchasers of
comercial property casualty insurance by allowng policies to be
i ssued nore expeditiously and provide a nore conpetitive nmarket for
forns.

(2) Commercial property casualty policies my be issued prior to
filing the forns. All comrercial property casualty fornms shall be
filed with the conm ssioner within thirty days after an insurer issues
any policy using them

(3) If, within thirty days after a comrercial property casualty
formhas been filed, the comm ssioner finds that the formdoes not neet
the requirenents of this chapter, the conm ssioner shall disapprove the
form and give notice to the insurer or rating organization that mde
the filing, specifying howthe formfails to neet the requirenents and
stating when, within a reasonable period thereafter, the formshall be
deened no | onger effective. The conm ssioner may extend the tine for
review another fifteen days by giving notice to the insurer prior to
the expiration of the original thirty-day period.

(4) Upon a final determination of a disapproval of a policy form
under subsection (3) of this section, the insurer shall anmend any
previously issued disapproved form by endorsenent to conply with the
conmi ssi oner' s di sapproval .

(5) For purposes of this section, "commercial property casualty"
means insurance pertaining to a business, pr of essi on, ((eF))
occupation, nonprofit organization, or public entity for the |ines of
property and casualty insurance defined in RCW 48.11.040, 48.11. 050,
48.11. 060, or 48.11.070.

(6) Except as provided in subsection (4) of this section, the
di sapproval shall not affect any contract nade or issued prior to the
expiration of the period set forth in the notice of disapproval.

(7) In the event a hearing is held on the actions of the
comm ssi oner under subsection (3) of this section, the burden of proof
shall be on the conm ssi oner.

HB 1083. SL p. 6
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Sec. 5. RCW48.18.291 and 1985 ¢ 264 s 18 are each anended to read
as follows:

(1) ((Ne)) A contract of insurance predicated wholly or in part
upon the use of a private passenger autonobile ((shatt)) may not be
term nated by cancellation by the insurer until at |east twenty days
after mailing witten notice of cancellation to the named insured at
the | atest address filed with the insurer by or on behalf of the nanmed
i nsured, acconpani ed by the reason therefor ((+—PROADED—Fhat—where) ).
If cancellation is for nonpaynent of premum or is within the first
thirty days after the contract has been in effect, at |east ten days
notice of cancellation, acconpanied by the reason therefor, shall be
gi ven( (—PROA-DED-HOAEVER—Fhat) ). In case of a contract evi denced by
a witten binder which has been delivered to the insured, if ((stueh))
the binder contains a clearly stated expiration date, no additiona
noti ce of cancellation or nonrenewal ((shalH—be)) is required.

(2)(a) ((Ne)) A notice of cancellation by the insurer as to a
contract of insurance to which subsection (1) of this section applies
((shalk—be)) is not valid if sent nore than sixty days after the
contract has been in effect unless:

(1) The naned insured fails to di scharge when due any of his or her
obligations in connection with the paynent of premumfor the policy or
any installnment thereof, whether payable directly to the insurer or to
its agent or indirectly under any prem umfinance plan or extension of
credit((-))._or

(1i) The driver's license of the naned insured, or of any other
operator who customarily operates an autonobile insured under the
policy, has been ((unrder—suspenston—or—frevecation)) suspended, revoked,
or cancelled during the policy period or, if the policy is a renewal,
during its policy period or the one hundred eighty days inmmediately
preceding the effective date of the renewal policy.

(b) Modification by the insurer of autonobile physical danmage
coverage by the inclusion of a deductible not exceeding one hundred
dol lars ((shal—net—bedeened)) is not a cancellation of the coverage
or of the policy.

(3) The substance of subsections (1) and (2)(a) of this section
must be set forth in each contract of insurance subject to the
provi sions of subsection (1) ((abeve)) of this section, and may be in
the formof an attached endorsenent.

p. 7 HB 1083. SL
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(4) ((Ne)) A notice of cancellation of a policy ((whieh—ean)) that
may be canceled only pursuant to subsection (2) ((shal—be)) of this
section is not effective unless the reason therefor acconpanies or is
included in the notice of cancellation.

Sec. 6. RCW48. 18A. 050 and 1983 ¢ 3 s 150 are each anended to read
as follows:

The provisions of RCW 48.23.020, 48.23.030, 48.23.080 through
48. 23. 120, 48. 23. 140, 48. 23. 150, 48.23.200 through  48. 23. 240,
48. 23. 310, ((48—23-356+)) and 48. 23. 360, and the provisions of chapters
48.24 and 48.76 RCW ((shall—be)) are inapplicable to variable
contract s((+—ner—shalt)). Any provision in the code requiring
contracts to be participating ((be—deenred)) is not applicable to
vari abl e contracts. Except as otherw se provided in this chapter, al
pertinent provisions of the insurance code ((shalt)) apply to separate
accounts and contracts relating thereto. Any individual variable life
i nsurance or individual variable annuity contract delivered or issued
for delivery inthis state ((shalt)) nust contain grace, reinstatenent,
and nonforfeiture provisions appropriate to ((stueh)) those contracts,
and any ((sueh)) variable life insurance contract ((shat)) nust
provide that the investnent experience of the separate account ((shatH-
Hr—ho—event)) may not operate to reduce the death benefit below an
anount equal to the face anmpbunt of the contract at the tine the
contract was issued. Any individual variable life insurance contract
may contain a provision for deduction from the death proceeds of
anounts of due and unpaid premuns or of indebtedness which are
appropriate to ((sueh)) that contract((s)). The reserve liability for
vari able annuities ((shatkh)) nust be established in accordance wth
actuarial procedures that recogni ze the variable nature of the benefits
provi ded and any nortal ity guarantees.

Sec. 7. RCW48.19.043 and 1997 c 428 s 2 are each anended to read
as follows:

(1) It is the intent of the legislature to assist the purchasers of
comercial property casualty insurance by allowing policies to be
i ssued nore expeditiously and provide a nore conpetitive nmarket for
rates.

HB 1083. SL p. 8
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(2) Notwi thstanding the provisions of RCW48.19.040(1), conmerci al
property casualty policies nmay be issued prior to filing the rates.
Al comrercial property casualty rates shall be filed with the
commi ssioner within thirty days after an insurer issues any policy
usi ng them

(3) If, within thirty days after a comrercial property casualty
rate has been filed, the conm ssioner finds that the rate does not neet
the requirenents of this chapter, the conm ssioner shall di sapprove the
filing and give notice to the insurer or rating organization that nmade
the filing, specifying how the filing fails to neet the requirenments
and stating when, within a reasonable period thereafter, the filing
shall be deened no |onger effective. The conm ssioner may extend the
time for review another fifteen days by giving notice to the insurer
prior to the expiration of the original thirty-day period.

(4) Upon a final determnation of a disapproval of a rate filing
under subsection (3) of this section, the insurer shall issue an
endorsenment changing the rate to conply wth the conmssioner's
di sapproval fromthe date the rate is no |onger effective.

(5) For purposes of this section, "commercial property casualty"
means insurance pertaining to a Dbusiness, pr of essi on, ((er))
occupation, nonprofit organization, or public entity for the |ines of
property and casualty insurance defined in RCW 48. 11. 040, 48.11. 050,
48.11. 060, or 48.11.070.

(6) Except as provided in subsection (4) of this section, the
di sapproval shall not affect any contract nade or issued prior to the
expiration of the period set forth in the notice of disapproval.

(7) In the event a hearing is held on the actions of the
comm ssi oner under subsection (3) of this section, the burden of proof
((shalt—be)) is on the conm ssioner.

Sec. 8. RCW48.20.025 and 2001 ¢ 196 s 1 are each anended to read
as follows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Clainms" neans the cost to the insurer of health care services,
as defined in RCW 48.43. 005, provided to a policyholder or paid to or
on behalf of the policyholder in accordance with the terns of a health

p. 9 HB 1083. SL
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benefit plan, as defined in RCW 48. 43. 005. This includes capitation
paynments or other sim/lar paynents made to providers for the purpose of
paying for health care services for a policyhol der

(b) "Clainms reserves" neans: (i) The liability for clains which
have been reported but not paid; (ii) the liability for clains which
have not been reported but which may reasonably be expected; (iii)
active life reserves; and (iv) additional clainms reserves whether for
a specific liability purpose or not.

(c) "Earned prem uns" neans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |less any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clainms expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl ai s reserves.

(e) "Loss ratio" nmeans incurred clainms expense as a percentage of
earned prem uns.

(f) "Reserves" neans: (i) Active life reserves; and (ii)
addi tional reserves whether for a specific liability purpose or not.

(2) An insurer shall file, for informational purposes only, a
notice of its schedule of rates for its individual health benefit plans
with the comm ssioner prior to use.

(3) An insurer shall file with the notice required under subsection
(2) of this section supporting docunentation of its nethod of
determ ning the rates charged. The comm ssioner may request only the
foll ow ng supporting docunentati on:

(a) A description of the insurer's rate-nmaking nethodol ogy;

(b) An actuarially determned estimate of incurred clains which
i ncludes the experience data, assunptions, and justifications of the
i nsurer's projection;

(c) The percentage of premum attributable in aggregate for
noncl ai ns expenses used to determne the adjusted community rates
charged; and

(d) A certification by a nmenber of the Anmerican acadeny of
actuaries, or other person approved by the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
a loss ratio that nmeets or exceeds the loss ratio standard established
in subsection (7) of this section.

HB 1083. SL p. 10
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(4) The conmm ssioner nmay not disapprove or otherw se inpede the
i npl enmentation of the filed rates.

(5 By the last day of My each year any insurer 1issuing or
renewi ng individual health benefit plans in this state during the
precedi ng cal endar year shall file for review by the comm ssioner
supporting docunentation of its actual loss ratio for its individua
health benefit plans offered or renewed in the state in aggregate for
the precedi ng cal endar year. The filing shall include aggregate earned
prem uns, aggregate incurred clains, and a certification by a nmenber of
the Anerican acadeny of actuaries, or other person approved by the
conm ssioner, that the actual |oss ratio has been calculated in
accordance with accepted actuarial principles.

(a) At the expiration of a thirty-day period beginning with the
date the filing is received by the comm ssioner, the filing shall be
deened approved unless prior thereto the conm ssioner contests the
cal cul ation of the actual loss ratio.

(b) If the conm ssioner contests the cal culation of the actual |oss
ratio, the commssioner shall state in witing the grounds for
contesting the calculation to the insurer.

(c) Any dispute regarding the calculation of the actual loss ratio
shal |, upon witten demand of either the comm ssioner or the insurer,
be submtted to hearing under chapters 48.04 and 34. 05 RCW

(6) If the actual loss ratio for the preceding calendar year is
| ess than the |l oss ratio established in subsection (7) of this section,
a remttance is due and the foll ow ng shall apply:

(a) The insurer shall calculate a percentage of premum to be
remtted to the Washington state health insurance pool by subtracting
the actual loss ratio for the preceding year from the loss ratio
established in subsection (7) of this section.

(b) The remttance to the Washi ngton state health i nsurance pool is
the percentage calculated in (a) of this subsection, nultiplied by the
prem um earned from each enrollee in the previous calendar year.
Interest shall be added to the remttance due at a five percent annual
rate calculated from the end of the calendar year for which the
remttance is due to the date the remttance i s nade.

(c) Al remttances shall be aggregated and such anobunts shall be
remtted to the Washington state high risk pool to be used as directed
by the pool board of directors.

p. 11 HB 1083. SL
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(d) Any remttance required to be issued under this section shal
be issued wthin thirty days after the actual loss ratio is deened
approved under subsection (5)(a) of this section or the determ nation
by an adm nistrative | aw judge under subsection (5)(c) of this section.

(7) The loss ratio applicable to this section shall be seventy-four
percent mnus the premum tax rate applicable to the insurer's
i ndi vidual health benefit plans under RCW ((48—34-020%1)) 48.14.020.

Sec. 9. RCW48.21.180 and 1990 1st ex.s. ¢ 3 s 7 are each anmended
to read as foll ows:

Each group disability insurance contract which is delivered or
i ssued for delivery or renewed, on or after January 1, 1988, and which
insures for hospital or nedical care ((shalt)) nust contain provisions
provi di ng benefits for the treatnent of chem cal dependency rendered to
the insured by a provider which is an "approved treatnent ((faetty
e+)) progrant under RCW 70. 96A. 020( 3).

Sec. 10. RCW48.22.110 and 1994 c 186 s 1 are each anended to read
as follows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this section and RCW 48.22. 115 t hrough
48. 22. 135.

(1) "Borrower" nmeans a person who receives a |loan or enters into a
retail installnment contract under chapter 63.14 RCWto purchase a notor
vehicle or vessel in which the secured party holds an interest.

(2) "Motor vehicle" nmeans a notor vehicle in this state subject to
regi stration under chapter 46. 16 RCW except notor vehicl es governed by
RCW 46.16.020 or registered with the Wshington wutilities and
transportati on conm ssion as comon or contract carriers.

(3) "Secured party" neans a person, corporation, association,
partnership, or venture that possesses a bona fide security interest in
a notor vehicle or vessel.

(4) "Vendor single-interest"” or "collateral protection coverage"
means insurance coverage insuring primarily or solely the interest of
a secured party but which may include the interest of the borrower in
a nmotor vehicle or vessel serving as collateral and obtained by the
secured party or its agent after the borrower has failed to obtain or
mai ntai n i nsurance coverage required by the financing agreenent for the
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motor vehicle or vessel. Vendor single-interest or collateral
protection coverage does not include insurance coverage purchased by a
secured party for which the borrower is not charged.

(5 "Vessel" neans a vessel as defined in RCW 88.02.010 and
i ncl udes personal watercraft as defined in RCW ((882120610))
79A. 60. 010.

Sec. 11. RCW 48.31.111 and 1993 c¢ 462 s 59 are each anended to
read as foll ows:

(1) ((Exeept—as—provided—+n—ROAN48-32A-060,—ne)) A delinquency
proceedi ng may not be commenced under this chapter by anyone ot her than
the comm ssioner of this state, and no court has jurisdiction to
entertain a proceedi ng commenced by anot her person.

(2) No court of this state has jurisdiction to entertain a
conplaint praying for the dissolution, |iquidation, rehabilitation,
sequestration, conservation, or receivership of an insurer, or praying
for an injunction or restraining order or other relief prelimnary to,
incidental to, or relating to the proceedi ngs, other than in accordance
with this chapter.

(3) In addition to other grounds for jurisdiction provided by the
law of this state, a court of this state having jurisdiction of the
subject matter has jurisdiction over a person served under the rules of
civil procedure or other applicable provisions of law in an action
brought by the receiver of a donestic insurer or an alien insurer
domciled in this state:

(a) If the person served is an agent, broker, or other person who
has witten policies of insurance for or has acted in any nmanner on
behal f of an insurer against which a delinquency proceedi ng has been
instituted, in an action resulting from or incident to such a
relationship with the insurer; ((e+r))

(b) If the person served is a reinsurer who has entered into a
contract of reinsurance with an insurer against which a delinquency
proceedi ng has been instituted, or is an agent or broker of or for the
reinsurer, in an action on or incident to the reinsurance contract;
((er))

(c) If the person served is or has been an officer, director,
manager, trustee, organizer, pronoter, or other person in a position of
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conparable authority or influence over an insurer against which a
del i nquency proceedi ng has been instituted, in an action resulting from
or incident to such a relationship with the insurer; ((e+))

(d) If the person served is or was at the time of the institution
of the delinquency proceeding against the insurer holding assets in
which the receiver clains an interest on behalf of the insurer, in an
action concerning the assets; or

(e) If the person served is obligated to the insurer in any way, in
an action on or incident to the obligation.

(4) If the court on notion of a party finds that an action should
as a matter of substantial justice be tried in a forum outside this
state, the court may enter an appropriate order to stay further
proceedi ngs on the action in this state.

Sec. 12. RCW 48.31.184 and 1993 c¢ 462 s 74 are each anended to
read as foll ows:

If an ancillary receiver in another state or foreign country,
whether called by that name or not, fails to transfer to the
domciliary liquidator in this state assets within his or her contro
ot her than special deposits, dimnished only by the expenses of the
ancillary receivership, if any, then the clains filed in the ancillary
recei vership, other than special deposit clains or secured clains,
shall be placed in the class of clainms under RCW48. 31. 280((H)) (8).

Sec. 13. RCW48.31.185 and 1975-'76 2nd ex.s. ¢ 109 s 10 are each
anmended to read as foll ows:

(1) Wthin one hundred twenty days of a final determnation of
i nsol vency of an insurer and order of Iliquidation by a court of
conpetent jurisdiction of +this state, the receiver shall make
application to the court for approval of a proposal to disperse assets
out of ((sueh)) that insurer's marshalled assets fromtine to tine as
((sueh)) assets becone available to the Washi ngton insurance guaranty
associ ation and the Washington life and disability insurance guaranty
association and to any entity or person performng a simlar function
in another state. ((€)) For purposes of this section, "associations"
neans the WAshi ngton insurance guaranty associ ati on and the Washi ngton
life and disability insurance guaranty association and any entity or
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person performng a simlar function in other states ((shaH—n—this

. I : I ] el he " . ")),

(2) Such a proposal ((shal)) nust at |east include provisions for:

(a) Reserving anmounts for the paynment of clains falling within the
priorities established in RCW 48. 31. 280 ((2{a)—b)—and{ec)—-as—now
or hereafter amended));

(b) Disbursenent of the assets marshalled to date and subsequent
di sbursenents of assets as they becone avail abl e;

(c) Equitable allocation of disbursenments to each of the
associ ations entitled thereto;

(d) The securing by the receiver from each of the associations
entitled to disbursenents pursuant to this section an agreenent to
return to the receiver ((sueh)) assets previously disbursed ((as—way
be)) that are required to pay clains of secured creditors and clains
falling within the priorities established in RCW48. 31. 280 ((as—newor
hereafter—anended—+n—acecordance—wtHh—sueh-—prtoerites)).  ((Ne)) A bond
((shalHt—be)) is not required of any ((sueh)) association; and

(e) Afull report ((t+e—be+rmde)) by the association to the receiver
accounting for all assets so disbursed to the association, al
di sbursenents nmade therefrom any interest earned by the association on
((sueh)) those assets, and any other matters as the court nay direct.

(3) The receiver's proposal ((shatt)) must provide for
di sbursenents to the associations in anounts estimted at |east equal
to the claim paynents nade or to be nmade thereby for which such
associ ations could assert a claimagainst the receiver, and ((shaH))
must further provide that if the assets avail able for disbursenent from
time to time do not equal or exceed the amobunt of ((sueh)) the claim
paynments nmade or to be nade by the associations then disbursenents
((shalt)) nust be in the anmount of avail abl e assets.

(4) The receiver's proposal shall, with respect to an insolvent
insurer witing life insurance, disability insurance, or annuities
provide for disbursenents of assets to the Wshington |ife and

disability insurance guaranty association or to any other entity or
organi zati on reinsuring, assumn ng, or guaranteeing policies or
contracts of insurance under the provisions of the Washington [ife and
disability insurance guaranty associ ation act.

(5) Notice of ((sueh)) an application ((shatk)) nust be given to
the associations in and to the conm ssioners of insurance of each of
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the states. ((Aay—sueh)) Notice ((shalH—bedeeredtohavebeen—given))

is effected when deposited in the United States certified nmails, first
cl ass postage prepaid, at least thirty days prior to subm ssion of
((sueh)) the application to the court.

Sec. 14. RCW48.43.115 and 1996 ¢ 281 s 1 are each anended to read
as follows:

(1) The legislature recognizes the role of health care providers as
the appropriate authority to determ ne and establish the delivery of
quality health care services to maternity patients and their newy born
chi |l dren. It is the intent of the legislature to recognize patient
preference and the clinical sovereignty of providers as they make
determ nations regarding services provided and the length of tine
i ndi vi dual patients may need to remain in a health care facility after
giving birth. It is not the intent of the legislature to dimnish a
carrier's ability to utilize managed care strategies but to ensure the
clinical judgnent of the provider is not undermned by restrictive
carrier contracts or utilization reviewcriteria that fail to recognize
i ndi vi dual postpartum needs.

(2) Unl ess otherwise specifically provided, the follow ng
definitions apply throughout this section:

(a) "Attending provider"™ neans a provider who: Has clinical
hospital privileges consistent with RCW 70.43.020; is included in a
provider network of the carrier that is providing coverage; and is a
physi cian |icensed under chapter 18.57 or 18.71 RCW a certified nurse
mdw fe |licensed under chapter 18.79 RCW a mdw fe |icensed under
chapter 18.50 RCW a physician's assistant |icensed under chapter
18.57A or 18.71A RCW or an advanced registered nurse practitioner
i censed under chapter 18.79 RCW

(b) "Health <carrier" or "carrier" nmeans disability insurers
regul ated under chapter 48.20 or 48.21 RCW health care services
contractors regulated under chapter 48.44 RCW health maintenance
organi zati ons regul ated under chapter 48.46 RCW pl ans operating under
the health care authority under chapter 41.05 RCW the state health
i nsurance pool operating under chapter 48.41 RCW and insuring entities
regul ated under this chapter.

(3)(a) Every health carrier that provides coverage for maternity
services nust permt the attending provider, in consultation wth the
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not her, to make decisions on the length of inpatient stay, rather than
maki ng such decisions through contracts or agreenents between
provi ders, hospitals, and insurers. These decisions nust be based on
accepted nedi cal practice.

(b) Covered eligible services nmay not be denied for inpatient
postdelivery care to a nother and her newly born child after a vagi nal
delivery or a cesarean section delivery for such care as ordered by the
attending provider in consultation with the nother.

(c) At the tinme of discharge, determnation of the type and
| ocation of follow up care((—ineluding—in—person—ecare-)) nust be nade
by the attending provider in consultation with the nother rather than
by contract or agreenent between the hospital and the insurer. These
deci sions nust be based on accepted nedi cal practice.

(d) Covered eligible services may not be denied for foll owup care,
including in-person care, as ordered by the attending provider in
consultation wth the nother. Coverage for providers of follow up
services nust include, but need not be limted to, attending providers
as defined in this section, honme health agencies |icensed under chapter
70.127 RCW and registered nurses |icensed under chapter 18.79 RCW

(e) ((Nething—+n)) This section ((shalH—be—construed+to6)) does not
require attending providers to authorize care they believe to be
medi cal | y unnecessary.

(f) Coverage for the newy born child nmust be no less than the
coverage of the child' s nother for no less than three weeks, even if
there are separate hospital adm ssions.

(4) ((Ne)) A carrier that provides coverage for maternity services
may not deselect, termnate the services of, require additional
docunentation from require additional wutilization review of, reduce
paynments to, or otherwise provide financial disincentives to any
attending provider or health care facility solely as a result of the
attending provider or health care facility ordering care consistent
wth ((t+he—proevisiens—of)) this section. ((Nethinrg—+r)) This section
( (shalHl—be——<construedto)) does not prevent any insurer fromreinbursing
an attending provider or health care facility on a capitated, case
rate, or other financial incentive basis.

(5) Every carrier that provides coverage for maternity services
must provide notice to policyholders regarding the coverage required
under this section. The notice nust be in witing and nust be
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transmtted at the earliest of the next mailing to the policyhol der,
the yearly summary of benefits sent to the policyholder, or January 1
of the year follow ng June 6, 1996.

(6) This section ((+s—net—intended—to)) does not establish a
standard of nedical care.

(7) This section ((shalH—appty)) applies to coverage for maternity
services under a contract issued or renewed by a health carrier after

June 6, 1996, and ((shal—appty)) applies to plans operating under the
health care authority under chapter 41.05 RCW beginning January 1,
1998.

Sec. 15. RCW 48.44.024 and 1995 c¢ 265 s 23 are each anended to
read as foll ows:

(1) ((Ne)) A health care service contractor ((shal)) nmay not offer
any health benefit plan to any small enployer w thout conplying with
((the—provistons—of)) RCW48.44.023((5))) (3).

(2) Enpl oyers purchasi ng health plans provi ded t hrough associ ati ons
or through nmenber-governed groups formed specifically for the purpose
of purchasing health care ((shall—net—be—considered)) are not snal
enpl oyers and ((sueh—plans—shalt—not—be subjeet—tothe provistons—ot
ROW-48-44-023(5))) the plans are not subject to RCW48.44.023(3).

(3) For purposes of this section, "health benefit plan,” "health
pl an,"” and "small enployer” nean the sane as defined in RCW 48. 43. 005.

Sec. 16. RCW 48.46.068 and 1995 c¢c 265 s 24 are each anended to
read as foll ows:

(1) ((Ne)) A health nmaintenance organization ((shat)) nmay not
offer any health benefit plan to any small enployer w thout conplying
wi th ((the—provistons—ef)) RCW 48.46. 066((5))) (3).

(2) Enpl oyers purchasing health plans provi ded t hrough associ ati ons
or through nmenber-governed groups formed specifically for the purpose
of purchasing health care ((shall—nret—be—considered)) are not snal

enpl oyers and ((sueh—plans—shalt—not—be subjeet—tothe provistons—ot
ROW-48-46-066(5))) are not subject to RCW48.46. 066(3).

(3) For purposes of this section, "health benefit plan,” "health
plan,” and "small enployer” nean the sane as defined in RCW 48. 43. 005.
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Sec. 17. RCW 48.46.170 and 1996 c¢c 178 s 13 are each anended to
read as foll ows:

(1) Solicitation of enrolled participants by a health maintenance
organi zation granted a certificate of registration, or its agents or
representatives, ((shalH—not—be—econstrued—to)) does not violate any
provision of law relating to solicitation or advertising by health
pr of essi onal s.

(2) Any health nmaintenance organization authorized under this
chapter ((shall—net—be deered—to—be)) is not violating any |aw
prohibiting the practice by unlicensed persons of podiatric nedicine
and surgery, chiropractic, dental hygiene, opticianry, dentistry,
optonetry, osteopathic nedicine and surgery, pharmacy, nedicine and
surgery, physical therapy, nursing, or psychol ogy((+—PROVWDBED—TFhat)) .
Thi s subsection ((shalH—net—be—construed+to)) does not expand a health
professional's scope of practice or ((+e)) allow enpl oyees of a health
mai nt enance organi zation to practice as a health professional unless
I i censed.

(3) ((Nething——eontatned—+n)) This chapter ((shalt)) does not alter
any statutory obligation, or rule adopted thereunder, in chapter 70.38
((e—+39)) RCW

(4) Any health nmai ntenance organi zation receiving a certificate of
registration pursuant to this chapter ((shaltt—be)) is exenpt from ((the

proevistoens—eof)) chapter 48. 05 RCW (—but—shal—be—subjeet—to—chapter
FO-39-REW ) .

Sec. 18. RCW 48. 46. 225 and 1990 ¢ 119 s 4 are each anended to read
as foll ows:

(1) Any rehabilitation, liquidation, or conservation of a health
mai nt enance organi zation ((shall—bedeeredtobe)) is the sane as the
rehabilitation, liquidation, or conservation of an insurance conpany

and ((shatHl)) nust be conducted wunder the supervision of the
conm ssioner pursuant to the Ilaw governing the rehabilitation,
I iquidation, or conservation of insurance conpanies. The conm ssioner
may apply for an order directing the conm ssioner to rehabilitate,
i qui date, or conserve a health mai ntenance organi zation upon any one
or nore grounds set out in RCW 48.31.030, 48.31.050, and 48.31.080.
Enroll ed participants ((shatH)) have the sanme priority in the event of
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liquidation or rehabilitation as the |law provides to policyhol ders of
an insurer.

(2) For purposes of determning the priority of distribution of
gener al asset s, clains of enrolled participants and enrolled
participants' Dbeneficiaries ((shall)) have the sane priority as
established by RCW 48.31.280 for policyholders and beneficiaries of
i nsureds of insurance conpanies. |If an enrolled participant is |iable
to any provider for services provided pursuant to and covered by the
heal th mai nt enance agreenent, that liability ((shalH—have)) has the
status of an enrolled participant claim for distribution of genera
assets.

(3) A provider who is obligated by statute or agreenent to hold
enrolled participants harmess from liability for services provided
pursuant to and covered by a health care plan ((shalH—have)) has a
priority of distribution of the general assets inmmediately follow ng
that of enrolled participants and enrolled participants' beneficiaries

di-stri-bution—deseri-bedi+n—ROAN48-31-280{2){e))) under this section

((a de hed—herein rd— i e d o Nr oceeding ha  nrin o

Sec. 19. RCW 48.46.350 and 1990 1st ex.s. ¢ 3 s 14 are each
anmended to read as foll ows:

Each group agreenent for health care services that is delivered or
i ssued for delivery or renewed on or after January 1, 1988, ((shalt))
must contain provisions providing benefits for the treatnent of
chem cal dependency rendered to covered persons by a provider which is
an  "approved treatnent ((faetty—o0r)) progran' under RCW
70. 96A. 020( 3) ( (+—PROMVI-BEB—TFhat) ) . However, this section does not
apply to any agreenent witten as suppl enental coverage to any federal
or state prograns of health care including, but not limted to, Title
XVIT1l health insurance for the aged ((€)), which is commonly referred
to as Medicare, Parts A&B((})), and anendnents thereto. Tr eat nent
((shalt)) nust be covered under the chem cal dependency coverage if
treatnment is rendered by the health mai ntenance organi zation or if the
heal t h mai nt enance organi zation refers the enrolled participant or the
enrol l ed participant's dependents to a physician |icensed under chapter
18.57 or 18.71 RCW or to a qualified counsel or enpl oyed by an approved
treatnent ((faet-ty—o+)) program described in RCW 70. 96A. 020(3). In
all cases, a health naintenance organization ((shalt)) retains the
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right to diagnose the presence of chem cal dependency and select the
nmodal ity of treatnment that best serves the interest of the health
mai nt enance organi zation's enrolled participant, or the enrolled
participant's covered dependent.

Sec. 20. RCW48.62.111 and 1991 sp.s. ¢ 30 s 11 are each anended
to read as foll ows:

(1) The assets of a joint self-insurance program governed by this
chapter may be invested only in accordance with the general investnent
authority that participating |local governnment entities possess as a
governnmental entity.

(2) Except as provided in subsection (3) of this section, a joint
self-insurance program may invest all or a portion of its assets by
depositing the assets with the treasurer of a county wthin whose
territorial limts any of its nmenber |ocal governnent entities lie, to
be invested by the treasurer for the joint program

(3) Local governnent nmenbers of a joint self-insurance program may
by resolution of the program designate some other person having
experience in financial or fiscal matters as treasurer of the program
if that designated treasurer is l|located in Washington state. The
program shall, unless the programs treasurer is a county treasurer
requi re a bond obtained froma surety conpany authorized to do business
i n Washi ngton in an anmount and under the terns and conditions that the
program finds will protect against |oss arising from m smanagenent or
mal f easance in investing and managi ng program funds. The program may
pay the prem um on the bond.

Al program funds nust be paid to the treasurer and shall be
di sbursed by the treasurer only on warrants issued by the treasurer or
a person appointed by the program and upon orders or vouchers approved
by the program or as authorized under chapters 35A 40 and 42.24 RCW
The treasurer shall establish a program account, into which shall be
recorded all program funds, and the treasurer shall maintain ((stueh))
special accounts as may be created by the program into which the
treasurer shall record all noney as the program may direct by
resol ution.

(4) The treasurer of the joint program shall deposit all program
funds in a ((gual+fied)) public depository or depositories as defined
in RCW 39.58.010(2) and under the sane restrictions, contracts, and
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security as provided for any participating | ocal governnment entity, and
((sueh)) the depository shall be designated by resolution of the
program

(5 A joint self-insurance program may invest all or a portion of
its assets by depositing the assets with the state i nvestnent board, to
be invested by the state investnent board in accordance with chapter
43.33A RCW The state investnent board shall designate a manager for
those funds to whom the program nmay direct requests for disbursenent
upon orders or vouchers approved by the program or as authorized under
chapters 35A. 40 and 42.24 RCW

(6) Al interest and earnings collected on joint program funds
bel ong to the program and nust be deposited to the program s credit in
t he proper program account.

(7) A joint program nay require a reasonable bond from any person
handl i ng noney or securities of the programand may pay the prem umfor
t he bond.

(8) Subsections (3) and (4) of this section do not apply to a
multistate joint self-insurance program governed by RCW 48. 62. 081.

Sec. 21. RCWA48.90.010 and 1986 ¢ 142 s 1 are each anended to read
as follows:

(1) Day care providers are facing a major crisis in that adequate
and affordable business liability insurance is no |onger available
within this state for persons who care for children. Many child day
care centers have been forced to purchase inadequate coverage at
prohibitive premum rates from unregulated foreign surplus Iine
carriers over which the state has mniml control

(2) There is a danger that a substantial nunber of child day care
centers who cannot afford the escalating premuns wll be unable or
unwilling to remain in business without adequate coverage. As a result
t he nunber of available facilities will be drastically reduced forcing
sone parents to leave the work force to care for their children. A
correspondi ng demand upon the state's resources will result in the form
of public assistance to unenpl oyed parents and day care providers.

(3) There is a further danger that a substantial nunber of child
day care centers now licensed pursuant to state law, who currently
provi de specific safeguards for the health and safety of children but
are unable to procure insurance, may choose to continue to operate
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w t hout state approval, avoiding regulation and paynent of legitimte
taxes, and forcing sone parents to place their children in facilities
of unknown quality and questionable |evels of safety.

(4) Most child day care centers are snmall business enterprises with
limted resources. The state's policies encourage the growh and
devel opment of small busi nesses.

(5 (@) This chapter is intended to renmedy the problem of
nonexi stent or wunaffordable liability coverage for child day care
centers, and to encourage conpliance wth state laws protecting
children while neeting the state's sound economc policies of
encouraging snmall business devel opnent, sustaining an active work
force, and discouraging policies that result in an increased drain on
the state's resources through public assistance and other forns of
publ i c fundi ng.

(b) This chapter will enpower child day care centers to create
sel f-insurance pools, to purchase insurance coverage, and to contract
for risk managenent and adm ni strative services through an association
w th denonstrated responsi ble fiscal managenent.

((£6)Y)) The intent of this legislation is to allow ((sueh)) these
associations maxinmum flexibility to create and admnister plans to
provi de coverage and risk managenent services to licensed child day
care centers.

Sec. 22. RCW48.90.020 and 1986 ¢ 142 s 2 are each anended to read
as follows:

The definitions in this section apply throughout this chapter.

(1) "Child day care center"” nmeans an agency that regularly provides
care for one or nore children for periods of less than twenty-four
hours as defined in RCW 74. 15. 020( (£334))) (1) (a).

(2) "Association" neans a corporation organi zed under Title 24 RCW
representative of one or nore categories of child day care centers not
formed for the sole purpose of establishing and operating a self-
i nsurance programthat:

(a) Maintains a roster of current nanmes and addresses of nenber
child day care centers and of former nenber child day care centers or
their representatives, and of all enployees of nenber or fornmer nenber
child day care centers;
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(b) Has a nenbership of a size and stability to ensure that it wll
be able to provide consistent and responsi ble fiscal managenent; and

(c) Maintains a regular newsletter or other periodic conmunication
to menber child day care centers.

(3) "Subscriber"” neans a child day care center that:

(a) Subscribes to a plan created pursuant to this chapter

(b) Conplies with all state |icensing requirenents;

(c) I's a nmenber in good standing of an associ ati on;

(d) Has consistently nmaintained its license free from revocation
for cause, except where the revocation was not |ater rescinded or
vacated by appellate or adm nistrative decision; and

(e) Is prepared to denonstrate the willingness and ability to bear
its share of the financial responsibility of its participation in the
pl an for each applicable contractual period.

Sec. 23. RCW48.90.030 and 1986 c 142 s 3 are each anended to read
as follows:

Associ ations neeting the criteria of RCW48. 90. 020 are enpowered to
create and operate self-insurance plans to provide general liability
coverage to nenber child day care centers who choose to subscribe to
t he pl ans.

Sec. 24. RCW 48.90.140 and 1986 c¢ 142 s 14 are each anended to
read as foll ows:

(1) If at any tinme the plan can no |onger be operated on a sound
financial basis, the association may elect to dissolve the plan,
subject to explicit approval by the conmssioner of a plan for
di ssol uti on. Once a plan operated by an association has been
di ssol ved, that association may not again inplenent a plan pursuant to
this chapter for five cal endar years.

(2) At dissolution, the assets of the association represented by
the contributing trust fund shall be deposited wth the comm ssioner
((He+})) for a period of twenty-one years, to be made avail able for
clains arising during that period based upon occurrences during the
term of coverage. At the time of transfer of the funds, the
association shall certify to the commssioner a list of all current
subscribers, with their correct mailing addresses, and shall have
notified all current subscribers of their obligation to keep the
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comm ssioner inforned of any changes in their mailing addresses over
the twenty-one year period, and that this obligation extends to their
representatives, successors, assigns, and to the representatives of
their estates. Upon dissolution, the association ((shatHl—be)) is
required to provide to the conm ssioner a list of all plan subscribers
during all of the years of operation of the plan.

At the end of the twenty-one year period, any funds remaining in
the trust account ((shatkt)) nust be distributed to those subscribers
who were current subscribers in the nost recent year of operation of
the plan, with each current subscriber receiving an equal share of the
distribution, without regard for the length of tine each child day care
center was a subscri ber

In the alternative, in the discretion of the association, the
bal ance of the contributing trust fund may be used to purchase simlar
or nore liberal coverage from a comrercial insurer. Each subscri ber
shall, however, be given the option to deposit its share of the fund
Wi th the conm ssioner as provided in this section if it elects not to
participate in the proposed commercial insurance.

Sec. 25. RCW48.99.040 and 1947 ¢ 79 s .31.14 are each anended to
read as foll ows:

(1) In a delinquency proceeding begun in this state against an
insurer domciled in this state, claimants residing in reciprocal
states may file clainms either with the ancillary receivers, if any, in
their respective states, or wth the domciliary receiver. Al
((sueh)) clains nust be filed on or before the last date fixed for the
filing of clains in the domciliary delinquency proceedings.

(2) Controverted clainms belonging to claimants residing in
reci procal states may either (a) be proved in this state as provided by
law, or (b)((+)) if ancillary proceedings have been comenced in
((sueh)) reciprocal states, ((#m&y)) be proved in those proceedings. In
the event a claimant elects to prove ((his)) a claim in ancillary
proceedings, if notice of the claim and opportunity to appear and be
heard is afforded the domciliary receiver of this state as provided in
RCW ((48—3+-150)) 48.99.050 with respect to ancillary proceedings in
this state, the final allowance of ((sueh)) a claimby the courts in
the ancillary state ((shall)) nust be accepted in this state as
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1 conclusive as to its amount, and ((shatkt)) nust also be accepted as
2 conclusive as to its priority, if any, against special deposits or
3 other security located within the ancillary state.

Passed by the House February 12, 2003.

Passed by the Senate April 16, 2003.

Approved by the Governor May 12, 2003.

Filed in Ofice of Secretary of State May 12, 2003.
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