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SUBSTI TUTE HOUSE BI LL 1197

Passed Legislature - 2005 Regul ar Session
State of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By House Commttee on Financial Institutions & Insurance (originally
sponsored by Representatives Roach and Kirby; by request of I|Insurance
Comm ssi oner)

READ FI RST TI ME 02/ 07/ 05.

AN ACT Relating to insurance; anending RCW 48.02.180, 48.05. 340,
48.11. 100, 48.11.140, 48.14.010, 48.14.0201, 48.17.150, 48.18.100,
48.18. 103, 48.18.430, 48.21.047, 48.23.010, 48.24.030, 48.29.010,
48. 29. 020, 48.29.120, 48.29.130, 48.29.170, 48.30.300, 48.30A. 045,
48. 30A. 060, 48. 30A. 065, 48.31.100, 48.38.030, 48.44.240, 48.66.020,
48. 66. 045, 48. 66. 055, 48.66.130, 48.92.120, 48.98.015, 48.110.030, and
48.110. 040; adding a new section to chapter 48.66 RCW and repealing
RCW 48. 05. 360, 48.29.030, 48.29.060, 48.29.070, 48.29.090, 48.29.100,
48.29. 110, and 48. 34.910.

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

Sec. 1. RCW48.02.180 and 1981 ¢ 339 s 1 are each anended to read
as follows:

(1) (( it I bl . I . hor |
vrder—this—~coede;-)) The comm ssioner may ((Hem—t+re—to—time))
periodically prepare and publish:

(a) ((Booklets—econtatning—the—insurance—code—or—supplenents
tHhereto—and-—sueh—relatedstatutes—as—theconm-sstoner—deenrs—suttable

I : nelus . i : b bookl

p. 1 SHB 1197. SL
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suppterent—)) Title 48 RCW Title 284 WAC, insurance bulletins and
techni cal assistance advisories, and other laws, rules, or requlations
relevant to the regulation of insurance;

(b) Manual s and ot her mat eri al ((relative)) relating to
exam nations for ((H-eenrsihrg—as—provided—in—chapter—48-17RCW)
licensure; and

(c) Any other publications authorized under Title 48 RCW

(2) The comm ssioner may ((furnsh)) provide copies of the
((insurance code, supplenents thereto, and related statutes))

publications referred to in subsection (1)(a) of this section free of

charge to.
(a) Public offices and officers in this state ((eencerned
Hrerewth—406) )

(b) Public officials of other states and jurisdictions ((havng
superviston—of)) that requlate insurance((—te)) .

(c) The library of congress((+)). and ((t+e))

(d) Oficers of the arned forces of the United States of Anerica
| ocated at mlitary installations in this state who are concerned with
i nsurance transactions at or involving ((sueh)) the mlitary
install ations.

(3) Except as provided in subsection (2) of this section, the
comm ssioner shall sell ((eeptes—et—the+tnsurance—code—supplenrents
thereto—examnatton—ranvals—and—matertals—as)) the publications
referred to in subsection (1) of this section((—=at)). The
commi ssioner nmay charge a reasonable price((——Fxed—by—the
comrm-sstoner—+A—arpunt)) that is not less than the cost of
publication, handling, and distribution ((thereet)). The conm ssioner
shal |l pronptly deposit all funds received ((by—-h-mpursuant—te)) under
this subsection with the state treasurer to the credit of the ((genreral
fund)) insurance comm ssioner's requlatory account. For appropriation
pur poses, ((sueh)) the funds received and deposited by the comm ssi oner
((shalHl—betreated—as)) are a recovery of a previous expenditure.

Sec. 2. RCW48.05.340 and 1995 ¢ 83 s 14 are each anended to read
as follows:

(1) Subject to RCW 48.05.350 ((and—48-65-360)) to qualify for
authority to transact any one kind of insurance as defined in chapter
48. 11 RCWor conbination of kinds of insurance as ((showr—below)) set

SHB 1197. SL p. 2
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forth in this subsection, a foreign or alien insurer, whether stock or
mutual , or a domestic insurer ((hereatter)) forned ((shatl)) after the
effective date of this section nmust possess uninpaired paid-in capital
stock, if a stock insurer, or uninpaired surplus if a nmutual insurer,
and additional funds in surplus, as follows, and ((shaH)) nust
thereafter maintain uninpaired a conbined total of: (a) The paid-in
capital stock if a stock insurer or surplus if a nutual insurer, plus
(b) ((su4eh)) additional funds in surplus equal to the total of the
followng initial requirenents:

Paid-in
Kind or kinds capital Additional
of insurance stock or surplus
basic surplus
Life .............. $2,000,000 $2,000,000
Disability ......... 2,000,000 2,000,000
Life and disability . .. 2,400,000 2,400,000
Property .......... 2,000,000 2,000,000
Marine &
transportation . . .. 2,000,000 2,000,000
Generd casualty .. .. 2,400,000 2,400,000
Vehicle ........... 2,000,000 2,000,000
Surety ............ 2,000,000 2,000,000

following kinds
of insurance:
Property,  marine
&  transportation,
general  casualty,
vehicle, surety,
disability ........ 3,000,000 3,000,000
Multiple lines (all
insurances  except
life  and title
insurance) ....... 3,000,000 3,000,000

p. 3 SHB 1197. SL
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Title (((ir-aceordanee
with-the
provisions-of
chapter 48.29
RCWY)) 2,000,000 2,000,000

(2) Capital and surplus requirenents are based upon all the kinds
of insurance transacted by the insurer wherever it ((fay)) operates or
proposes to operate, whether or not only a portion of ((sueh)) the
kinds are to be transacted in this state.

(3) Until Decenber 31, 1996, a foreign or alien insurer holding a
certificate of authority to transact insurance in this state
i medi ately prior to June 9, 1994, nmay continue to be authorized to
transact the sanme kinds of insurance as long as it is otherw se
qualified for ((sueh)) that authority. A donmestic insurer, except a
title insurer, holding a certificate of authority to transact insurance
in this state imediately prior to June 9, 1994, may continue to be
authorized to transact the sane kinds of insurance as long as it is
otherwise qualified for such an authority and thereafter maintains
uni npai red the anount of paid-in capital stock, if a stock insurer, or
basic surplus, if a nutual or reciprocal insurer, and special or
additional surplus as required of it under laws in force inmediately
prior to June 9, 1994.

Sec. 3. RCW48.11.100 and 1947 ¢ 79 s .11.10 are each anmended to
read as foll ows:

"Title insurance"” is insurance of owners of property or others
having an interest ((therein)) in real property, against |oss by
encunbrance, or defective titles, or adverse claim to title, and
associ at ed services ((eonnectedtherewith)).

Sec. 4. RCW48.11.140 and 1993 c 462 s 53 are each anended to read
as foll ows:

(1) ((Ne)) An insurer ((shatklh)) may not retain any risk on any one
subj ect of insurance, whether |ocated or to be performed in this state
or elsewhere, in an anmobunt exceeding ten percent of its surplus to
pol i cyhol ders.

(2) For the purposes of this section, a "subject of insurance" as

SHB 1197. SL p. 4
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to insurance against fire includes all properties insured by the sane
insurer ((whieh)) that are reasonably subject to |oss or damage from
the sane fire.

(3) Reinsurance in an alien reinsurer not qualified under RCW
((48-05-300)) 48.12.166 nmay not be deducted in determning risk
retai ned for the purposes of this section.

(4) In the case of surety insurance, the net retention shall be
conputed after deduction of reinsurances, the anount assuned by any
co-surety, the value of any security deposited, pledged, or held
subject to the consent of the surety and for the protection of the
surety.

(5 This section does not apply to life insurance, disability
i nsurance, title insurance, or insurance of marine risks or narine
protection and i ndemity ri sks.

Sec. 5. RCW48.14.010 and 1994 c 131 s 2 are each anended to read
as follows:
(1) The comm ssioner shall collect in advance the foll ow ng fees:

(@  For filing charter documents:
0] Original charter documents, bylaws
or record of organization of
insurers, or certified copies thereof,
requiredto befiled............ $250.00
(i) Amended charter documents, or
certified copy thereof, other than
amendments of bylaws......... $10.00
(iif)  No additiona charge or fee shall be
required for filing any of such
documentsin the office of the
secretary of state.
(b) Certificate of authority:

0] Issuance. ..........ooovn... $25.00
(i) Renewd .................... $25.00
(c)  Annual statement of insurer, filing.... $20.00

(d) Organization or financing of domestic insurersand

affiliated corporations:

p. 5 SHB 1197. SL
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C)

®

(9)

(h)
0]

@)

(k)

V)

0] Application for solicitation permit,

filing................o il $100.00
(i) Issuance of solicitation permit...  $25.00
Agents' licenses:
(1) Agent'squalificationlicensesevery

tWOYEAIS. .. $50.00
(i) Filing of appointment of each such

agent, every twoyears. . ....... $20.00
(iii)  Limited license issued pursuant

to RCW 48.17.190, every two

VEAIS . .ottt $20.00
Reinsurance intermediary licenses:

0] Reinsurance intermediary-broker,

exchyear......oooovvinnnnn. $50.00
(i) Reinsurancentermediary-managereaclyear
$100.00

Brokers' licenses:

(1) Broker's license, every two

YEAIS. .ot $100.00
(i) Surplus line broker, every two

YEAIS . ot $200.00
Solicitors' license, every twoyears. . . . $20.00

Adjusters licenses:

) Independent adjuster, every two

YEAIS . .ot $50.00
(i) Public adjuster, every two

YOS . oot $50.00
Resident general agent's license, every
IWOYEAIS. . $50.00

Managing general agent appointment,

eVErytwoyears............ooovun... $200.00

Examination for license, each examination:
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All examinations, except examinations
administered by an independent
testing service, the fees for which are
to be approved by the commissioner

and collected directly by and retained

by such independent testing service...  $20.00
(m) Miscellaneous services:
@) Filing other documents. ........ $ 5.00
(i) Commissioner's certificate under
seal ... $ 5.00

(iii)  Copy of documentsfiled in the
commissioner's office, reasonable
charge therefor as determined by
the commissioner.

(2) Al fees so collected shall be remtted by the comm ssioner to
the state treasurer not later than the first business day follow ng,
and shall be placed to the credit of the general fund((+—PROVUDBED-
FHaat) ) .

(a) Fees for exam nations adm nistered by an independent testing
service ((whieh)) that are approved by the comm ssioner ((pursdant—te))
under subsection (1)(l) of this section shall be collected directly by
((sueh)) the independent testing service and retained by it.

(b) Fees for copies of docunents filed in the comm ssioner's office

shall be remtted by the comm ssioner to the state treasurer not | ater

than the first business day followng, and shall be placed to the

credit of the insurance conm ssioner's requl atory account.

Sec. 6. RCW 48.14.0201 and 2004 c¢c 260 s 24 are each anended to
read as foll ows:

(1) As used in this section, "taxpayer" neans a heal th nai ntenance
organi zation as defined in RCW 48.46.020, a health care service
contractor as defined in RCW 48.44.010, or a self-funded multiple
enpl oyer wel fare arrangenent as defined in RCW48. 125. 010.

(2) Each taxpayer shall pay a tax on or before the first day of
March of each year to the state treasurer through the insurance
conmm ssioner's office. The tax shall be equal to the total anount of
all prem uns and prepaynents for health care services received by the

p. 7 SHB 1197. SL
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t axpayer during the preceding cal endar year nmultiplied by the rate of
two percent.

(3) Taxpayers shall prepay their tax obligations wunder this
section. The m ni num anount of the prepaynents shall be percentages of
the taxpayer's tax obligation for the preceding calendar year
reconputed using the rate in effect for the current year. For the
prepaynent of taxes due during the first calendar year, the m ninum
anount of the prepaynents shall be percentages of the taxpayer's tax
obligation that would have been due had the tax been in effect during
the previous cal endar year. The tax prepaynents shall be paid to the
state treasurer through the comm ssioner's office by the due dates and
in the foll ow ng anounts:

(a) On or before June 15, forty-five percent;

(b) On or before Septenber 15, twenty-five percent;

(c) On or before Decenber 15, twenty-five percent.

(4) For good cause denonstrated in witing, the conmm ssioner may
approve an anmount snmaller than the preceding calendar year's tax
obligation as reconputed for calculating the health mintenance
organi zation's, health care service contractor's, self-funded nmultiple
enpl oyer welfare arrangenent's, or certified health plan's prepaynent
obligations for the current tax year.

(5) Moneys coll ected under this section shall be deposited in the
general fund through March 31, 1996, and in the health services account
under RCW 43.72.900 after March 31, 1996.

(6) The taxes inposed in this section do not apply to:

(a) Amounts received by any taxpayer fromthe United States or any
instrunentality thereof as prepaynents for health care services
provided under Title XVIII (nmedicare) of the federal social security
act.

(b) Anmounts received by any health care service contractor, as
defined in RCW 48.44.010, as prepaynents for health care services
included within the definition of practice of dentistry under RCW
18. 32. 020.

(c) Participant contributions to self-funded nultiple enployer
wel fare arrangenents that are not taxable in this state.

(7) Beginning January 1, 2000, the state does hereby preenpt the
field of inposing excise or privilege taxes upon taxpayers and no
county, city, town, or other nunicipal subdivision shall have the right

SHB 1197. SL p. 8
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to i npose any such taxes upon such taxpayers. This subsection shall be
limted to premuns and paynents for health benefit plans offered by
health care service contractors under chapter 48.44 RCW health
mai nt enance organi zati ons under chapter 48.46 RCW and self-funded
multiple enployer welfare arrangenents as defined in RCW 48.125. 010.
The preenption authorized by this subsection shall not inpair the
ability of a county, city, town, or other municipal subdivision to
i npose excise or privilege taxes upon the health care services directly
del i vered by the enployees of a health maintenance organi zati on under
chapter 48.46 RCW

(8 The taxes inposed by this section apply to a self-funded
mul tiple enployer welfare arrangenent only in the event that they are
not preenpted by the enployee retirenment inconme security act of 1974,
as anended, 29 U S. C Sec. 1001 et seq. The arrangenents and the
comm ssioner shall initially request an advisory opinion from the
United States departnent of |abor or obtain a declaratory ruling from
a federal court on the legality of inposing state prem um taxes on
t hese arrangenents. |[If there has not been a final determ nation by the
United States departnment of |abor or a federal court that the taxes are
not preenpted by federal law, the taxes provided for in this section
beconme effective on Mirch 1, 2005, or thirty days followng the
i ssuance of a certificate of authority, whichever is later. During the
time period between March 1, 2005, or thirty days following the
i ssuance of a certificate of authority, whichever is later, and the
final determnation by the United States departnent of |abor or a
federal court, any taxes shall be deposited in an interest bearing
escrow account maintained by the [self-funded] nultiple enployer
wel fare arrangenent. Upon a final determ nation that the taxes are not
preenpted by the enployee retirenent inconme security act of 1974, as
anended, 29 U S.C. Sec. 1001 et seq., all funds in the interest bearing
escrow account shall be transferred to the state treasurer

(9) The effect of transferring contracts for health care services
fromone taxpayer to another taxpayer is to transfer the tax prepaynent
obligation with respect to the contracts.

(10) On or before June 1st of each year, the conm ssioner shal
notify each taxpayer required to nmake prepaynents in that year of the
amount of each prepaynent and shall provide remttance forns to be used

p. 9 SHB 1197. SL
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by the taxpayer. However, a taxpayer's responsibility to make
prepaynents is not affected by failure of the conm ssioner to send, or
the taxpayer to receive, the notice or forns.

Sec. 7. RCW48.17.150 and 1994 ¢ 131 s 4 are each anended to read
as follows:

(1) To qualify for an agent's or broker's license, an applicant
nmust ot herwi se conply with this code ((therefoer)) and nust:

(a) Be at least eighteen years of age ((e—sewer)), if an
i ndi vi dual

(b) Be a bona fide resident of and actually reside in this state,
or if a corporation, be other than an insurer and maintain a lawfully
established place of business in this state, except as provided in RCW
48. 17. 330;

(c) Be enpowered to be an agent or broker((—as—the—ecaseway—bey))
under its nmenbers' agreenent, if a firm or by its articles of
i ncorporation, if a corporation;

(d) Conplete ((sueh)) the m nimum educati onal requirenents for the
i ssuance of an agent's license for the kinds of insurance specified in
RCW 48.17.210 as may be required by regulation issued by the
conm ssi oner ;

(e) Successfully pass any examnation as required under RCW
48.17. 110;

(f) Be a trustworthy person;

(g)(i) If for an agent's |license, be appointed as its agent by one

or nore authorized insurers, subject to issuance of the license;
((and))

(ii) The conmmissioner nay by requlation establish requirenents
including notification formats, in addition to or in lieu of the

requirenents of (g)(i) of this subsection to allow an agent to act as
a representative of and place insurance with an insurer wthout first
notifying the conm ssioner of the appointnent for a period of tine up
to but not exceeding thirty days from the date the first insurance
application is executed by the agent; and

(h) Lf for broker's license, have had at |east two years experience
either as an agent, solicitor, adjuster, general agent, broker, or as
an enployee of insurers or representatives of insurers, and specia

SHB 1197. SL p. 10
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education or training of sufficient duration and extent reasonably to
satisfy the commssioner that ((he)) the applicant possesses the
conpet ence necessary to fulfill the responsibilities of broker.

(2) The comm ssioner shall by regulation establish m ninmm
continuing education requirenents for the renewal or reissuance of a
license to an agent or a broker((+—PROWDED—Fhat)) .

(a) The conm ssioner shall require that continuing education
courses wWill be nade available on a statewide basis in order to ensure

that persons residing in all geographical areas of this state will have
a reasonabl e opportunity to attend such courses.

(b) The continuing education requirenents ((shalhH)) nust be
appropriate to the license for the kinds of insurance specified in RCW
48. 17. 210( (-—PROV-DBEDFURTHER—Fhat) ) .

(c) The continuing education requirenents may be waived by the
comm ssi oner for good cause shown.

(3) If the commssioner finds that the applicant is ((se))
gqualified and that the |license fee has been paid, the |icense shall be
i ssued. Qtherw se, the conm ssioner shall refuse to issue the |license.

Sec. 8. RCW 48. 18. 100 and 1997 ¢ 428 s 3 are each anended to read
as foll ows:

(1) No insurance policy form ((ether—thanr—surety bonrdfornms—forns
exerpt—under—ROAW—48-18-103-)) or application form where witten

application is required and is to be attached to the policy, or printed
life or disability rider or endorsenent form ((shal)) nay be issued,
delivered, or used unless it has been filed with and approved by the
comm ssioner. This section ((shalt)) does not apply to:

(a) Surety bond forns;

(b) Fornms filed under RCW48.18.103;

(c) Forns exenpted from filing requirenents by the comm ssioner
under RCW 48. 18. 103;

(d)  Manuscript policies, riders, or endorsenents of unique
character designed for and used with relation to insurance upon a
particul ar subject; or

(e) Contracts of insurance procured under the provisions of chapter
48. 15 RCW

(2) Every such filing containing a certification, in a form
approved by the comm ssioner, by either the chief executive officer of

p. 11 SHB 1197. SL
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the insurer or by an actuary who is a nenber of the Anerican acadeny of
actuaries, attesting that the filing conplies with Title 48 RCW and
Title 284 of the Washington Adm nistrative Code, nmay be used by
((sueh)) the insurer imediately after filing with the conmm ssioner.
The comm ssioner may order an insurer to cease using a certified form
upon the grounds set forth in RCW48.18.110. This subsection ((shatt))
does not apply to certain types of policy fornms designated by the
conmi ssi oner by rule.

(3) Except as provided in RCW48.18.103, every filing that does not
contain a certification pursuant to subsection (2) of this section
((shalt)) nust be made not less than thirty days in advance of ((any
sueh)) issuance, delivery, or use. At the expiration of ((sueh)) the
thirty days, the filed form ((se—++ed)) shall be deened approved
unl ess prior thereto it has been affirmatively approved or disapproved
by order of the comm ssioner. The conm ssioner may extend by not nore
than an additional fifteen days the period within which he or she may
((se)) affirmatively approve or disapprove any ((sueh)) form by giving
notice of ((sueh)) the extension before expiration of the initial
thirty-day period. At the expiration of ((anry—sueh)) the period ((as
se)) that has been extended, and in the absence of ((sueh)) prior
affirmati ve approval or disapproval, ((any—sueh)) the form shall be
deened approved. The conmm ssioner may withdraw any ((sueh)) approval
at any tinme for cause. By approval of any ((sueh)) formfor imedi ate
use, the comm ssioner may wai ve any unexpired portion of ((sueh)) the
initial thirty-day waiting period.

(4) The comm ssioner's order disapproving any ((sueh)) form or
withdrawing a previous approval ((shatt)) nust state the grounds
((therefor)) for disapproval.

(5 No ((sueh)) form ((shaH)) may knowingly be ((se)) issued or
delivered as to which the comm ssioner's approval does not then exist.

(6) The conmm ssioner may, by ((erder)) rule, exenpt from the

requi rements of this section ((fer—setoeng—as—heorshedeens—propers))
any class or type of insurance ((decurent—or—formor—type—thereof—as
£ ad I et hich in_hi I o hi .
may—not—practicably—be—-appHed—oer—the)) policy fornms if filing and
approval ((et—which—-are—tnhis—eor—her—eopinton-)) 1S not desirable or

necessary for the protection of the public.

SHB 1197. SL p. 12
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(7) Every nenber or subscriber to a rating organi zation ((shatH))
nmust adhere to the formfilings made on its behal f by the organization.
Devi ations from ((sueh)) the organization are permtted only when filed
with the comm ssioner in accordance with this chapter

Sec. 9. RCW48.18.103 and 2003 c 248 s 4 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.

(3) Al commercial property casualty forns ((shalt)) nust be filed
with the conm ssioner within thirty days after an insurer issues any
policy using them This subsection does not apply to:

(a) Types or classes of forns that the conm ssioner exenpts from
filing by rule; and

(b) Mnuscript policies, riders, or endorsenents of unique
character designed for and used with relation to insurance upon a
particul ar subject.

((3))) (4) If, within thirty days after a conmercial property
casualty form has been filed, the comm ssioner finds that the form does
not neet the requirenents of this chapter, the conm ssioner shall
di sapprove the form and give notice to the insurer or rating
organi zation that nmade the filing, specifying how the form fails to
nmeet the requirenents and stating when, within a reasonable period
thereafter, the form shall be deened no I|onger effective. The
comm ssioner may extend the tinme for review ((anrether)) an additional
fifteen days by giving notice to the insurer prior to the expiration of
the original thirty-day period.

((64)Y)) (5) Upon a final determnation of a disapproval of a policy
form under subsection ((£3)})) (4) of this section, the insurer
((shalkt)) nust amend any previously issued disapproved form by
endorsenment to conply with the conm ssioner's disapproval.

((65))) (6) For purposes of this section, "comrercial property
casualty" neans insurance pertaining to a business, profession,
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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.

((66))) (7) Except as provided in subsection ((£4))) (5) of this
section, the disapproval shall not affect any contract made or issued
prior to the expiration of the period set forth in the notice of
di sapproval .

((6H)) (8) Every nenber or subscriber to a rating organization
nmust adhere to the formfilings nmade on its behalf by the organi zation.
An_insurer may deviate from forns filed on its behalf by an
organi zation only if the insurer files the forns with the comm ssi oner
in accordance with this chapter

(9) In the event a hearing is held on the actions of the
comm ssi oner under subsection ((£3))) (4) of this section, the burden
of proof shall be on the comm ssioner.

Sec. 10. RCW 48.18.430 and 1949 c¢ 190 s 25 are each anended to
read as foll ows:

(1) The benefits, rights, privileges, and options ((whieh)) under
any annuity contract ((heretofore—or—hereatter—tssued—are—due—or
prospeetively)) that are due the annuitant who paid the consideration
for the annuity contract ((;—shatH—net—be)) are not subject to execution
((rer—shalt)) and the annuitant may not be conpelled to exercise ((any
steh)) those rights, powers, or options, ((nrer—shall)) and creditors
((be)) are not allowed to interfere with or termnate the contract,
except:

(a) As to anounts paid for or as premumon ((any—sdeh)) an annuity
with intent to defraud creditors, with interest thereon, and of which
the creditor has given the insurer witten notice at its hone office
prior to ((the)) making ((ef)) the paynents to the annuitant out of
which the creditor seeks to recover. ((Any——sueh)) The notice ((shatHh))
nmust specify the anount clainmed or ((sueh)) the facts ((as)) that w |
enable the insurer to ((aseertatn—sueh)) determ ne the anount, and
((shalt)) nust set forth ((sueh)) the facts ((as)) that will enable the
insurer to ((aseertatn)) determi ne the insurance or annuity contract,
the person insured or annuitant and the paynents sought to be avoi ded

on the ((greund)) basis of fraud.

SHB 1197. SL p. 14



©O© 00 N O Ol WDN P

W WWWNRNNNNNNNNNRERERERPRPERPRP PR PR
W NP OOOWMNOOUDMWNEREOOOO-NOOUDMOWNINRO

34
35
36

(b) The total exenption of benefits presently due and payable to
((any)) an annuitant periodically or at stated tines under all annuity
contracts ((uhder—whieh—he+s—anannditant—shall)) may not at any tine
exceed two thousand five hundred ((anrd—++ty)) dollars per nonth for
the length of tinme represented by ((stueh)) the installnments, and ((that
steh)) a periodic paynent in excess of two thousand five hundred ((and
f+-ft+y)) dollars per nonth ((shalk—be)) 1is subject to garnishee
execution to the sane extent as are wages and sal ari es.

(c) If the total benefits presently due and payable to ((any)) an
annui tant under all annuity contracts ((unrder—whiech—-hei+s—anannuitant-
shal)) at any tinme exceeds paynent at the rate of two thousand five
hundred ((anrd—++ty)) dollars per nonth, then the court may order
((sueh)) the annuitant to pay to a judgnent creditor or apply on the
judgnent, in installnents, ((sueh)) the portion of ((sueh)) the excess
benefits ((as—+o)) that the court ((ray—appear)) determnes to be just
and proper, after due regard for the reasonable requirenents of the
j udgnent debtor and ((his—Famty—+F—dependent—upen—hin)) the judgnent
debtor's dependent famly, as well as any paynents required to be nmade
by the annuitant to other creditors under prior court orders.

(2) The benefits, rights, privileges, or options accruing under
((sueh)) an annuity contract to a beneficiary or assignee ((shalH—not
be)) are not transferable ((Aer)) or subject to commutation, and if the
benefits are payable periodically or at stated tinmes, the sane
exenptions and exceptions contained ((heretn)) in this section for the
annui t ant ( (—shalk—-appty—w-th—respeet—to—sueh)) apply to the
beneficiary or assignee.

(3) An annuity contract within the nmeaning of this section ((shal-
be)) is any obligation to pay certain suns at stated tinmes, during life
or lives, or for a specified term or terns, issued for a valuable
consideration, regardless of whether or not ((sueh)) the suns are
payable to one or nore persons, jointly or otherw se, but does not
i ncl ude paynents under life insurance contracts at stated tinmes during
life or lives, or for a specified termor terns.

Sec. 11. RCW 48.21.047 and 1995 ¢ 265 s 22 are each anended to
read as foll ows:
(1) ((Ne—tnsurer—shalt)) An _insurer may not offer any health
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benefit plan to any snmall enployer wthout conplying with ((the
provisions—oef)) RCW48.21. 045(((5))) (3).

(2) Enpl oyers purchasing health plans provided through associ ations
or through nenber-governed groups fornmed specifically for the purpose
of purchasing health care ((shalHl—nret—be—considered)) are not snal
enpl oyers and ((sueh—plans—shalt—not—be subjeet—tothe provistons—ot
ROW-48-21-045(5))) the plans are not subject to ROV 48. 21. 045(3).

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

Sec. 12. RCW48.23.010 and 1979 ¢ 130 s 2 are each anmended to read
as foll ows:

( (Fhe—provistons—of—this—chapter—apphy)) This chapter applies to

contracts of life insurance and annuities other than group life
i nsurance, group annuities, and, except for RCW48.23. 260, 48.23. 270,
and 48. 23. 340, ((ared—48-—23-—350)) other than industrial life

i nsur ance( (—PROW-BEB—Fhat—the—provistons—otf)). However, Title 48
RCW ((shalt)) does not apply to charitable gift annuities issued by a

board of a state university, regional university, or a state coll ege,
nor to the issuance thereof.

Sec. 13. RCW48.24.030 and 1993 ¢ 132 s 1 are each anended to read
as follows:

(1) Insurance wunder any group Ilife insurance policy issued
((pursuvant——to)) under RCW 48.24.020, ((er)) 48.24.050, ((e+r))
48. 24. 060, ((er)) 48.24.070, or 48.24.090 may, if seventy-five percent
of the then insured enployees or |abor union nenbers or public enpl oyee
associ ation nenbers or nenbers of the Washington state patrol elect, be
extended to insure the spouse and dependent children, or any class or
cl asses thereof, of each ((sueh)) insured enployee or nenber who so
el ects, in anbunts in accordance with a plan ((whieh)) that precludes
i ndi vi dual selection by the enpl oyees or nenbers or by the enployer or

| abor union or trustee((—anrd—whiech—insurance—on—thetHfeofany—one
Famty—rerber—ineludi-ng—a—spouse—shab—not—be—tn—excess—ob—H-1y
: I . I Lis : I . I |
wenber) ) .
Prem uns for the insurance on ((sueh)) the famly nenbers shall be
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paid by the policyholder, either from the enployer's funds or funds
contributed by him trustee's funds, or |abor union funds, and/or from
funds contri buted by the insured enpl oyees or nenbers, or from both.
(2) ((Sueh)) A spouse insured ((purstant—te)) under this section
((shalHH—have)) has the sane conversion right as to the insurance on his
or her life as is vested in the enployee or nenber under this chapter.

Sec. 14. RCW48.29.010 and 1997 ¢ 14 s 1 are each anended to read
as follows:

(1) This chapter relates only to title insurers for real property.

(2) ((Nene—of—theprovisions—otf)) This code ((shal—bedeered+to))
does not apply to persons engaged in the business of preparing and
i ssuing abstracts of title to property and certifying to ((t+he)) their
correctness ((thereef)) so long as ((sueh)) the persons do not
guarantee or insure ((sueh)) the titles.

(3) For purposes of this chapter, unless the context clearly
requires otherw se:

(a) "Title policy" neans any witten instrument, contract, or
guarantee by neans of which title insurance liability is assuned.

(b) "Abstract of title" neans a witten representation, provided
((porsuant—toe)) under contract, whether witten or oral, intended to be
relied upon by the person who has contracted for the receipt of
((sueh)) this representation, |listing all recorded conveyances,
instruments, or docunents ((whieh)) that, under the laws of the state
of Washington, inpart constructive notice with respect to the chain of
title to the real property described. An abstract of title is not a
title policy as defined in this subsection.

(c) "Prelimnary report,"” "commtnent," or "binder" neans reports
furni shed in connection wth an application for title insurance and are
offers to issue atitle policy subject to the stated exceptions ((set
foerth)) in the reports, the conditions and stipul ations of the report
and the issued policy, and ((sueh)) other mtters as my be
i ncorporated by reference. The reports are not abstracts of title, nor
are any of the rights, duties, or responsibilities applicable to the
preparation and issuance of an abstract of title applicable to the
i ssuance of any report. ((Ary—sueh)) The report ((shakH—net—be
construed—as—hor—constitute)) is not a representation as to the
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condition of the title to real property, but ((shaH—ecoenrstitute)) IS a
statenent of terms and conditions upon which the issuer is wlling to
issue its title policy, if ((sueh)) the offer is accepted.

Sec. 15. RCW48.29.020 and 1990 ¢ 76 s 1 are each anended to read
as follows:

A title insurer ((shakl—net—be)) is not entitled to have a
certificate of authority unless ((H—etherwisegualfies—therefor—nor
untess)):

(1) It is a stock corporation((+)) .

(2) It owns or |eases and maintains a conplete set of tract indexes
of the county in this state in which its principal office ((wthinthis
state)) is located((-)), and

(3) ((H—depostis—and—keeps—on—depostt—wth—the—conm-ssioner—a

rn PO\ 49 Q

cash or public obligations as specified in RCW48.13.040.)) It has and

maintains the capital and surplus requirenents set forth in RCW
48. 05. 340.

Sec. 16. RCW 48. 29. 120 and 1947 ¢ 79 s .29.12 are each anended to
read as foll ows:

SHB 1197. SL p. 18
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determ ning the financial condition of a title insurer doing business
under this title, the general provisions of chapter 48.12 RCWrequiring
the establishnent of reserves sufficient to cover all known and unknown
liabilities including allocated and unallocated | 0oss adjustnent expense
apply, except that a title insurer shall establish and naintain:

(1) A known claimreserve in an anount estinmated to be sufficient
to cover all unpaid losses, clains, and allocated |oss adjustnent
expenses ari sing under title insurance policies, guar ant eed
certificates of title, guaranteed searches, and guaranteed abstracts of
title, and all unpaid losses, clainms, and allocated |oss adjustnent
expenses for which the title insurer may be liable, and for which the
insurer has received notice by or on behalf of the insured, holder of
a guarantee or escrow, or security depositor;

(2)(a) A statutory or unearned premumreserve consisting of:

(i) The anmpbunt of the special reserve fund that was required prior
to the effective date of this section, which balance nust be rel eased
in accordance with (b) of this subsection; and

(ii) Additions to the reserve after the effective date of this
section nust be nade out of total charges for title insurance policies
and guarantees witten, as set forth in the title insurer's nost recent
annual statenent on file with the conm ssioner, equal to the sumof the
fol | ow ng:

(A) For each title insurance policy on a single risk witten or
assuned after the effective date of this section, fifteen cents per one
thousand dollars of net retained liability for policies under five
hundred t housand dollars; and

(B) For each title insurance policy on a single risk witten or
assuned after the effective date of this section, ten cents per one
t housand dollars of net retained liability for policies of five hundred
t housand or greater.

(b) The aggregate of the anpunts set aside in this reserve in any
cal endar year pursuant to (a) of this subsection nust be released from
the reserve and restored to net profits over a period of twenty years
under the follow ng fornul a:

(i) Thirty-five percent of the aggregate sum on July 1st of the
year next succeeding the year of addition;

(ii) Fifteen percent of the aggregate sum on July 1st of each of
the succeeding two years;

p. 19 SHB 1197. SL



©O© 00 N O Ol WDN P

N NN NNMNMNNNNRRRRERRRRRRPR
0o NO” o A WNEFEP O O OO NOOD O M WNERO

29
30
31
32
33
34
35

(iii) Ten percent of the aggregate sum on July 1st of the next
succeedi ng year;

(iv) Three percent of the aggregate sumon July 1st of each of the
next three succeedi ng vyears;

(v) Two percent of the aggregate sum on July 1st of each of the
next three succeeding years; and

(vi) One percent of the aggregate sum on July 1st of each of the
next succeeding ten years.

(c) The insurer shall calculate an adjusted statutory unearned
premiumreserve as of the effective date of this section. The adjusted
reserve is calculated as if (a)(ii) and (b) of this subsection had been
in effect for all years beginning twenty years prior to the effective
date of this section. For purposes of this calculation, the bal ance of
the reserve as of that date is deened to be zero. If the adjusted
reserve so calculated exceeds the aggregate anount set aside for
statutory or unearned premiuns in the insurer's annual statenent on
file with the conm ssioner on the effective date of this section, the
insurer shall, out of total charges for policies of title insurance,
increase its statutory or unearned prenm umreserve by an anobunt equa
to one-sixth of that excess in each of the succeeding six years,
commencing with the calendar year that includes the effective date of
this section, until the entire excess has been added.

(d) The aggregate of the anpunts set aside in this reserve in any
calendar year as adjustnents to the insurer's statutory or unearned
prem umreserve under (c) of this subsection shall be released fromthe
reserve and restored to net profits, or equity if the additions
required by (c) of this subsection reduced equity directly, over a
period not exceeding ten years under to the follow ng table:

Y ear of Addition Release

Year 12 Equally over 10 years
Year 2 Equally over 9 years
Year 3 Equally over 8 years
Year 4 Equally over 7 years
Year 5 Equally over 6 years
Year 6 Equally over 5 years
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{(The cal endar year followng the effective date of this section).

(3) A supplenental reserve shall be established consisting of any
ot her reserves necessary, when taken in conbination with the reserves
required by subsections (1) and (2) of this section, to cover the
conpany's liabilities with respect to all losses, clains, and |oss
adj ust nent expenses.

(4) The supplenental reserve required under subsection (3) of this
section shall be phased in as foll ows: Twenty-five percent of the
ot herwi se applicable supplenental reserve is required until Decenber
31, 2006; fifty percent of the otherw se applicable supplenental
reserve is required until Decenber 31, 2007; and seventy-five percent
of the otherwise applicable supplenental reserve is required until
Decenber 31, 2008.

Sec. 17. RCW 48.29.130 and 1967 c¢c 150 s 30 are each anended to
read as foll ows:

({ Fhe—btunds—oft—a—donestie—titHe—inasurer——other—than—those
representng—-s—guaranty—fund—depostt—shal-he+nvested) ) A donestic
title insurer shall invest its funds as follows:

(1) Funds in an anmount not less than its reserve required ((speetal
reserve—shall)) by RCW48.29.120 nust be kept invested in investnents
eligible for donestic life insurers.

(2) Oher funds may be invested in:

(a) The insurer's plant and equi pnent, up to a maximum of fifty
percent of capital plus surplus.

(b) Stocks and bonds of abstract conpanies when approved by the
conm ssi oner.

(c) Investnents eligible for the investnent of funds of any
donestic insurer

Sec. 18. RCW48.29.170 and 1981 c 223 s 2 are each anended to read
as follows:

Title insurance agents ((shalt—be)) are exenpt fromthe provisions
of RCW ((48—31+~090(2—and)) 48.17.180(1) ((which—eotherwise)) that
require that each individual enpowered to exercise the authority of a
licensed firmor corporation nust be separately |icensed.
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Sec. 19. RCW 48.30.300 and 1993 c 492 s 287 are each amended to
read as foll ows:

Not wi t hstanding any provision contained in Title 48 RCW to the
contrary:

((£—Ne)) A person or entity engaged in the business of insurance
in this state ((shakh)) may not refuse to issue any contract of
i nsurance or cancel or decline to renew such contract because of the
sex or marital status, or the presence of any sensory, nental, or
physi cal handi cap of the insured or prospective insured. The anmount of
benefits payable, or any term rate, condition, or type of coverage
((shat)) may not be restricted, nodified, excluded, increased, or
reduced on the basis of the sex or marital status, or be restricted,
nodi fi ed, excluded, or reduced on the basis of the presence of any
sensory, nental, or physical handicap of the insured or prospective
insured. ((Subject to the provisions of subsection (2) of this section
these—provistons—shallt)) This subsection does not prohibit fair

discrimnation on the basis of sex, or marital status, or the presence
of any sensory, nental, or physical handi cap when bona fide statistical
differences in risk or exposure have been substanti at ed.
((2)—Witt s abil] L . I I I
: | | 4 L . I . :
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Sec. 20. RCW48.30A. 045 and 1997 ¢ 92 s 1 are each anmended to read

as follows:

(1) Each insurer licensed to wite direct insurance in this state,
except those exenpted in subsection (2) of this section, shal
institute and nmaintain an insurance antifraud plan. ( ( AR—iAsurer
H-eensed—en—duby—1—1995—shat—Hte—+ts—ant+travd—plan—wth—the
i nsurance commi ssioner no later than Decenber 31, 1995.)) An insurer
licensed after July 1, 1995, shall file its antifraud plan within six
mont hs of licensure. An insurer shall file any change to the antifraud
plan with the insurance commissioner within thirty days after the plan
has been nodi fi ed.

(2) This section does not apply to.

(a) Health carriers, as defined in RCW48.43.005((+))

(b) Life insurers((;—e+)).

(c) Title insurers; ((er))

(d) Property or casualty insurers with annual gross witten nedical
mal practice insurance premuns in this state that exceed fifty percent
of their total annual gross witten premuns in this state; ((er——aH))

(e) Credit-related insurance witten in connection with a credit
transaction in which the creditor is naned as a beneficiary or |oss
payee under the policy, except vendor single-interest or collatera
protection coverage as defined in RCW48.22.110(4); or
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(f) Insurers with gross witten premuns of |ess than one thousand
dollars in Washi ngton during the reporting vyear.

Sec. 21. RCW 48.30A. 060 and 1995 c¢ 285 s 12 are each anmended to
read as foll ows:

By March 31st of each year, each insurer shall ((annrualby)) provide
to the insurance conmi ssioner a summary report on actions taken under
its antifraud plan to prevent and conbat insurance fraud. The report
must al so include, but not be limted to, neasures taken to protect and
ensure the integrity of electronic data processing-generated data and
manual |y conpiled data, statistical data on the anount of resources
commtted to conbatting fraud, and the anount of fraud identified and
recovered during the reporting period. The antifraud plans and sunmary
of the insurer's antifraud activities are not public records and are
exenpt from chapter 42.17 RCW are proprietary, are not subject to
public exam nation, and are not discoverable or admssible in civi
[itigation.

Sec. 22. RCW 48.30A. 065 and 1995 c¢ 285 s 13 are each amended to
read as foll ows:

An insurer that fails to file a tinely antifraud plan or ((who—dees
pot)) summary report or that fails to nmake a good faith attenpt to file
an antifraud plan that conplies with RCW48. 30A. 050 or a sunmary report
that conplies with RCW48. 30A. 060, is subject to the penalty provisions
of RCW 48.01.080, but no penalty may be inposed for the first filing
made by an insurer under this chapter. An insurer that fails to follow
the antifraud plan is subject to a civil penalty not to exceed ten
thousand dollars for each violation, at the discretion of the
comm ssioner after consideration of all relevant factors, including the
w || ful ness of the violation.

Sec. 23. RCW48.31.100 and 1947 ¢ 79 s .31.10 are each anended to
read as foll ows:

(1) An order to conserve the assets of a foreign or alien insurer
((shalkt)) nust direct the comm ssioner ((ferthwith)) immediately to
t ake possession of the property of the insurer within this state and to
conserve it, subject to the further direction of the court.
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(2) Whenever a domciliary receiver is appointed for ((any—sueh))
a foreign or alien insurer in its domciliary state ((whieh)) that is
al so a reciprocal state, as defined in RCW ((48—34+-2110)) 48.99.010, the
court shall on application of the conm ssioner appoint the comm ssioner
as the ancillary receiver in this state, subject to the provisions of
the uniforminsurers |iquidation act.

Sec. 24. RCW48.38.030 and 1979 ¢ 130 s 8 are each anended to read
as follows:

Each charitable annuity contract or policy form ((shatH)) nust
i nclude the foll ow ng information:

(1) The value of the property to be transferred,

(2) The anpbunt of the annuity to be paid to the transferor or the
transferor's nom nee;

(3) The manner in which and the intervals at which paynent is to be
made;

(4) The age of the person during whose life paynent is to be nade;
and

(5) The reasonable value as of the date of the agreenment of the
benefits ((thereby)) created. This value ((shalt)) may not exceed by
nmore than fifteen percent the net single premum for the benefits,
determ ned ((+A—acecordance—wth)) according to the standard of
valuation set forth in RCW48. 38.020(((85)) (3).

Sec. 25. RCW 48.44.240 and 1990 1st ex.s. ¢ 3 s 12 are each
anmended to read as foll ows:

Each group contract for health care services ((whieh)) that is
delivered or issued for delivery or renewed, on or after January 1,
1988, ((shalt)) nust contain provisions providing benefits for the
treatnent of chem cal dependency rendered to covered persons by a

provider ((whteh)) that is an "approved treatnent ((faetH+ty—o+))
program' under RCW 70. 96A. 020( 3).

*NEWSECTION. Sec. 26. A newsection is added to chapter 48. 66 RCW
to read as foll ows:

(1) An issuer may not deny or condition the issuance or
effectiveness of any nedicare supplenent policy or certificate
available for sale in this state, or discrimnate in the pricing of a
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policy or certificate, because of the health status, clains experience,
receipt of health care, or nedical condition of an applicant in the
case of an application for a policy or certificate that is submtted
prior to or during the six-nmonth period beginning with the first day of
the first nonth in which an individual is both sixty-five years of age
or older and is enrolled for benefits under nedicare part B. Each
medi care suppl enment policy and certificate currently available from an
i nsurer nust be nmade available to all applicants who qualify under this
subsection w thout regard to age.

(2) If an applicant qualifies under this section and submts an
application during the tine period referenced in subsection (1) of this
section and, as of the date of application, has had a continuous peri od
of creditable coverage of at least three nonths, the issuer may not
excl ude benefits based on a preexisting condition.

(3) If an applicant qualified under this section submts an
application during the tine period referenced in subsection (1) of this
section and, as of the date of application, has had a continuous peri od
of creditable coverage that is |ess than three nonths, the issuer nust
reduce the period of any preexisting condition exclusion by the
aggregate of the period of creditable coverage applicable to the
applicant as of the enrollnent date.

*Sec. 26 was vetoed. See nmessage at end of chapter.

*Sec. 27. RCW48.66.020 and 1996 ¢ 269 s 1 are each anended to read
as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Medicare supplenmental insurance" or "nedicare supplenent
i nsurance policy"” refers to a group or individual policy of disability
i nsurance or a subscriber contract of a health care service contractor,
a health nmaintenance organization, or a fraternal benefit society,
which relates its benefits to nedicare, or which is advertised,
mar ket ed, or designed primarily as a supplenent to reinbursenents under
nmedi care for the hospital, medical, or surgical expenses of persons
eligible for nedicare. ((Sueh)) The term does not include:

(a) A policy or contract of one or nore enployers or |abor
organi zations, or of the trustees of a fund established by one or nore
enpl oyers or | abor organi zations, or conbination thereof, for enployees
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or fornmer enployees, or conbination thereof, or for nenbers or forner
menbers, or conbination thereof, of the | abor organi zations; ((e+))

(b) A policy issued pursuant to a contract under Section 1876 of
the federal social security act (42 U S. C Sec. 1395 et seq.), or an
i ssued policy under a denonstration specified in 42 US C  Sec.
1395(9) (1); ((er))

plans)) Medi care advantage plans established under nedicare part C

(d) Qutpatient prescription drug plans established under nedicare
part D; or

(e) Any health care prepaynent plan that provides benefits pursuant
to an agreenent under section 1833(a)(1)(A) of the federal social
security act.

(2) "Medicare" neans the "Health Insurance for the Aged Act,"” Title
XVII'l of the Social Security Arendnents of 1965, as then constituted or
| at er anended.

(3) "Medicare advantage plan" neans a plan of coverage for health
benefits under nedicare part C as defined in 42 U S . C Sec. 1395w
28(b), and i ncl udes:

(a) Coordinated care plans that provide health care services,
including but not limted to health naintenance organization plans
with or wwthout a point-of-service option, plans offered by provider-
sponsored organi zations, and preferred provider organi zation pl ans;

(b) Medical savings account plans coupled with a contribution into
a nedi care advantage plan nedical savings account; and

(c) Medicare advantage private fee-for-service plans.

(4) "Medicare eligible expenses" neans health care expenses of the
ki nds covered by nedicare, to the extent recognized as reasonabl e and
medi cal |y necessary by nedicare.

((4))) (5) "Applicant" neans:

(a) In the case of an individual nedicare supplenent insurance
policy or subscriber contract, the person who seeks to contract for
i nsurance benefits; and

(b) I'n the case of a group nedi care suppl enent insurance policy or
subscri ber contract, the proposed certificate hol der.
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((65))) (B6) "Certificate" nmeans any certificate delivered or issued
for delivery in this state under a group nedi care suppl enent insurance
policy.

((66))) (7) "Loss ratio" neans the incurred clains as a percentage
of the earned prem um conputed under rules adopted by the insurance
conm ssi oner.

((6H)) (8) "Preexisting condition® neans a covered person's
medi cal condition that caused that person to have received nedical
advice or treatnment during a specified tinme period i mediately prior to
the effective date of coverage.

((8))) (9) "Disclosure fornmt neans the form designated by the
i nsurance conmm ssioner ((whieh)) that discloses nedicare benefits, the
suppl enental benefits offered by the insurer, and the remi ni ng anount
for which the insured will be responsible.

((69Y)) (10) "lIssuer" includes insurance conpanies, health care
service contractors, health maintenance organizations, fraterna
benefit societies, and any other entity delivering or issuing for
delivery medi care suppl enent policies or certificates to a resident of
this state.

(11) "Bankruptcy" neans when a nedi care advantage organi zation that
is not an issuer has filed, or has had filed against it, a petition for
declaration of bankruptcy and has ceased doing business in the state.

(12) "Continuous period of creditable coverage" neans the period
during which an individual was covered by creditable coverage, if
during the period of the coverage the individual had no breaks in
coverage greater than sixty-three days.

(13)(a) "Creditable coverage" neans, with respect to an individual,
coverage of the individual provided under any of the foll ow ng:

(i) A group health plan;

(ii) Health insurance coverage;

(iii) Part A or part B of Title XVIIlI of the social security act
(medi care);

(iv) Title XIX of the social security act (nmedicaid), other than
coverage consisting solely of benefits under section 1928 of that act;

(v) Chapter 55 of Title 10 U.S.C. (CHAMPLS)

(vi) A nedical care program of the Indian health service or of a
tribal organization;

(vii) A state health benefits risk pool;
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(viii) A health plan offered under chapter 89 of Title 5 US. C
(federal enpl oyees health benefits program:

(ix) A public health plan as defined in federal requl ation; or
(x) A health benefit plan under section 5(e) of the peace corps act

(22 U.S.C. Sec. 2504(e)).

(b) "Creditable coverage" does not include one or nobre, or any
conbi nation, of the foll ow ng:

(i) Coverage only for accident or disability incone insurance, or
any conbi nati on thereof;

(ii) Coverage issued as a supplenent to liability insurance;
(iii) Liability insurance, including general liability insurance
and autonobile liability insurance;

(iv) Wrrker's conpensation or simlar insurance;

(v) Autonobile nedical paynent insurance;

(vi) Credit only insurance;

(vii) Coverage for on-site nedical clinics; or

(viii) Oher simlar insurance coverage, specified in federal
requl ations, under which benefits for nmedical care are secondary or

incidental to other insurance benefits.

(c) "Creditable coverage" does not include the foll ow ng benefits
if they are provided under a separate policy, certificate, or contract

of insurance or are otherwise not an integral part of the plan:

(i) Limted scope dental or vision benefits;
(ii) Benefits for long-term care, nursing hone care, hone health
care, comuni ty-based care, or any conbination thereof; or

(iii) OGher simlar, limted benefits as are specified in federal
requl ati ons.

(d) "Creditable coverage" does not include the foll ow ng benefits
if offered as i ndependent, noncoordi nated benefits:

(i) Coverage only for a specified disease or illness; or

(ii) Hospital indemity or other fixed indemity insurance.

(e) "Creditable coverage" does not include the followng if it is
offered as a separate policy, certificate, or contract of insurance:

(i) Medicare supplenental health i nsurance as defined under section

1882(qg) (1) of the social security act;

(ii) Coverage supplenental to the coverage provi ded under chapter
55 of Title 10 U.S.C.; or
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(iii) Simlar supplenental coverage provided to coverage under a
group health plan.

(14) "Enpl oyee welfare benefit plan" neans a plan, fund, or program
of enployee benefits as defined in 29 US C Sec. 1002 (enployee
retirenent incone security act).

(15) "Insolvency" neans when an issuer, licensed to transact the
business of insurance in this state, has had a final order of
liquidation entered against it with a finding of insolvency by a court
of conpetent jurisdiction in the issuer's state of domcile.

*Sec. 27 was vetoed. See nmessage at end of chapter.

*Sec. 28. RCW48.66.045 and 2004 ¢ 83 s 1 are each anended to read
as foll ows:

Every issuer of a nedicare supplenent insurance policy or
certificate providing coverage to a resident of this state issued on or
after January 1, 1996, shall:

(1) Unless otherwi se provided for in RCW48. 66. 055, issue coverage
under its standardi zed benefit plans B, C, D, E F, ((and)) G _K, or L
Wi t hout 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
standardi zed benefit plan policy or certificate B, C, D, E, F, ((eF))
G K __or L or other nore conprehensive coverage than the replacing

policy;
(2) Unless otherwi se provided for in RCW48. 66. 055, issue coverage
under its standardized plans A H |, and J wthout 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 nedicare suppl enent
policy replaces another nedi care supplenent 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 renpbve outpatient prescription drug
coverage; and

(3) Set rates only on a community-rated basis. Premuns shall be
equal for all policyholders and certificate holders under a
standardi zed nedi care supplenent benefit plan form except that an
issuer may vary premuns based on spousal discounts, frequency of
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paynment, and nethod of paynment 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.

*Sec. 28 was vetoed. See nmessage at end of chapter.

*Sec. 29. RCWA48.66. 055 and 2002 ¢ 300 s 4 are each anended to read
as follows:

(1) Under this section, persons eligible for a nedicare suppl enent
policy or certificate are those individuals described in subsection (3)
of this section who, subject to subsection (3)(b)(ii) of this section,
apply to enroll under the policy not later than sixty-three days after
the date of the term nation of enrollment described in subsection (3)
of this section, and who submt evidence of the date of term nation or
di senroll ment, or nedicare part D enrollnent, with the application for
a nmedi care suppl ement policy.

(2) Wth respect to eligible persons, an issuer may not deny or
condition the issuance or effectiveness of a nedicare suppl enent policy
described in subsection (4) of this section that is offered and is
avai lable for issuance to new enrollees by the issuer, shall not
discrimnate in the pricing of such a nedicare supplenent policy
because of health status, clains experience, receipt of health care, or
medi cal condition, and shall not inpose an exclusion of benefits based
on a preexisting condition under such a nedi care suppl enent policy.

(3) "Eligible persons” neans an individual that neets the
requi renents of (a), (b), (c), (d), (e), or (f) of this subsection, as
fol | ows:

(a) The individual is enrolled under an enployee welfare benefit
pl an that provides health benefits that supplenment the benefits under
medi care; and the plan termnates, or the plan ceases to provide al
such suppl enental health benefits to the individual;

(b)(i) The individual is enrolled wth a ((redicare+echoice))
nedi care advantage organization under a ((#ediecare+chotce)) nedicare
advant age plan under part C of nedicare, and any of the follow ng
circunstances apply, or the individual is sixty-five years of age or
older and is enrolled with a program of all inclusive care for the
el derly (PACE) provider under section 1894 of the social security act,
and there are circunstances simlar to those described in this
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subsection (3)(b) that would permt discontinuance of the individual's
enrollment with the provider if the individual were enrolled in a
( ( redi-care+chotee)) nedi care advantage pl an:

(A) The certification of the organization or plan ((uhrder—this

subseet+en—{3}{b})) has been term nat ed( (,—e+—the—-organtzation—orplan
certification));

(B) The organization has termnated or otherw se discontinued
providing the plan in the area in which the individual resides((—e+

I i ed I ndividual : . ' . .
di scontinuance of such a plan));

(© The individual is no longer eligible to elect the plan because
of a change in the individual's place of residence or other change in
circunstances specified by the secretary of the United States
departnment of health and human services, but not including term nation
of the individual's enrollnment on the basis described in section
1851(g)(3)(B) of the federal social security act (where the individual
has not paid premuns on a tinely basis or has engaged in disruptive
behavior as specified in standards under section 1856 of the federa

social security act), or the plan is termnated for all individuals
within a residence areas,;
(D) The individual denonstrates, in accordance wth guidelines

established by the secretary of the United States departnent of health
and human services, that:

(I') The organization offering the plan substantially violated a
mat erial provision of the organization's contract under this part in
relation to the individual, including the failure to provide an
enrollee on a tinely basis nedically necessary care for which benefits
are available under the plan or the failure to provide such covered
care in accordance with applicable quality standards; or

(I'1) The organization, an agent, or other entity acting on the
organi zation's behalf materially msrepresented the plan's provisions
in marketing the plan to the individual; or

(E) The individual neets other exceptional conditions as the
secretary of the United States departnent of health and human services
may provide.

(i1)(A An individual described in (b)(i) of this subsection may
elect to apply (a) of this subsection by substituting, for the date of
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termnation of enrollnment, the date on which the individual was
notified by the ((nediecare+choiece)) nedi care advant age organi zati on of
the i npending term nation or discontinuance of the ((redicare+chotece))
nedi care advantage plan it offers in the area in which the individua

resides, but only if the individual disenrolls from the plan as a
result of such notification.

(B) In the case of an individual making the election under
(b)(ii)(A) of this subsection, the issuer involved shall accept the
application of the individual submtted before the date of term nation
of enrollnment, but the coverage under subsection (1) of this section
((shal)) is only ((beeene)) effective upon termnation of coverage
under the ((redicare+choice)) nedicare advantage plan invol ved;

(c)(i) The individual is enrolled wth:

(A) An eligible organization under a contract under section 1876
(medi care risk or cost);

(B) A simlar organization operating under denonstration project
authority, effective for periods before April 1, 1999;

(© An organization under an agreenent under section 1833(a)(1) (A
(heal th care prepaynent plan); or

(D) An organization under a nedicare select policy; and

(1i) The enrollment ceases under the sanme circunstances that woul d
permt discontinuance of an individual's election of coverage under
(b) (i) of this subsection;

(d) The individual is enrolled under a nedi care suppl ement policy
and the enrol | nent ceases because:

(1)(A) O the insolvency of the issuer or bankruptcy of the
noni ssuer organi zation; or

(B) O other involuntary termnation of coverage or enroll nent
under the policy;

(1i) The issuer of the policy substantially violated a materia
provi sion of the policy; or

(ti1) The issuer, an agent, or other entity acting on the issuer's
behal f materially m srepresented the policy's provisions in marketing
the policy to the individual;

(e)(i) The individual was enrolled under a nedicare supplenent
policy and termnates enrollment and subsequently enrolls, for the
first tine, with any ((#edicare+choice)) nedi care advant age
organi zati on under a ((#edicare+choice)) nedi care advant age pl an under
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part C of nedicare, any eligible organization under a contract under
section 1876 (nmedicare risk or <cost), any simlar organization
operating under denonstration project authority, any PACE program under

section 1894 of the social security act, ((apr—erganzatieon—under—an
agreenent under section 1833(a)(1)(A) (health care prepayment plan),))
or a nedicare select policy; and

(i1) The subsequent enrollnment under (e)(i) of this subsection is
termnated by the enrollee during any period wthin the first twelve
nmont hs of such subsequent enrollnment (during which the enrollee is
permtted to termnate such subsequent enroll nent under section 1851(e)
of the federal social security act); ((e+r))

(f) The individual, upon first becomng eligible for benefits under
part A of nedicare at age sixty-five, enrolls in a ((pedieare+cheiece))
nedi care advant age plan under part C of nedicare, or in a PACE program
under section 1894, and disenrolls from the plan or program by not
|ater than twelve nonths after the effective date of enrollnent; or

() The individual enrolls in a nedicare part D plan during the
initial enrollnent period and, at the tine of enrollnent in part D, was
enrolled under a nedicare supplenent policy that covers outpatient
prescription drugs, and the individual termnates enrollnent in the
nedi care supplenent policy and submts evidence of enrollnent in
nedi care part D along with the application for a policy described in
subsection (4)(d) of this section.

(4) An eligible person under subsection (3) of this section is
entitled to a nedicare supplenent policy as foll ows:

(a) A person eligible under subsection (3)(a), (b), (c), and (d) of
this section is entitled to a nedicare supplenent policy that has a
benefit package classified as plan A through ((©) E,_ including F with
a high deductible, K, or L, offered by any issuer;

(b)(i) Subject to (b)(ii) of this subsection, a person eligible
under subsection (3)(e) of this section is entitled to the sane
medi care supplenent policy in which the individual was nost recently
previously enrolled, if available fromthe sanme issuer, or, if not so
avail abl e, a policy described in (a) of this subsection; ((anrd))

(ii) After Decenber 31, 2005, if the individual was nost recently
enrolled in a nedicare supplenent policy wth an outpatient
prescription drug benefit, a nedicare supplenent policy described in
this subsection (4)(b)(ii) is:
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(A) The policy available from the sane issuer but nodified to
renove outpatient prescription drug coverage; or

(B) At the election of the policyholder, an A, B, C_F, including
F with a high deductible, K, or L policy, that is offered by any
i ssuer ;

(c) A person eligible under subsection (3)(f) of this section is
entitled to any nedi care suppl enent policy offered by any issuer; and

(d) A person eligible under subsection (3)(g) of this section is
entitled to a nedicare supplenent policy that has a benefit package
classified as plan A, B, C_ F, including F with a high deductible, K,
or L and that is offered and is available for issuance to new enroll ees

by the sanme issuer that issued the individual's nedicare suppl enent
policy with outpatient prescription drug coverage.

(5 (a) At the tine of an event described in subsection (3) of this
section, and because of which an individual |oses coverage or benefits
due to the termnation of a contract, agreenent, policy, or plan, the
organi zation that termnates the contract or agreenment, the issuer
termnating the policy, or the admnistrator of the plan being
termnated, respectively, nust notify the individual of his or her
rights under this section, and of the obligations of issuers of
nmedi care suppl enment policies under subsection (1) of this section. The
notice nust be communi cat ed contenporaneously with the notification of
term nation.

(b) At the tinme of an event described in subsection (3) of this
section, and because of which an individual ceases enrollnent under a
contract, agreenent, policy, or plan, the organization that offers the
contract or agreenent, regardless of the basis for the cessation of
enrol Il ment, the issuer offering the policy, or the admnistrator of the
pl an, respectively, nmust notify the individual of his or her rights
under this section, and of the obligations of issuers of nedicare
suppl enent policies under subsection (1) of this section. The notice
must be communicated within ten working days of the issuer receiving
notification of disenrollnent.

(6) Guaranteed issue tine periods are as follows:

(a) In the case of an individual described in subsection (3)(a) of
this section, the guaranteed issue period begins on the later of: (i)
The date the individual receives a notice of term nation or cessation
of all supplenental health benefits or, if a notice is not received,
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notice that a claim has been denied because of a termnation or
cessation, or (ii) the date that the applicable coverage term nates or
ceases, and ends sixty-three days thereafter;

(b) I'n the case of an individual described in subsection (3)(b),
(¢), (e), or (f) of this section whose enrollnent is termnated
involuntarily, the guaranteed issue period begins on the date that the
i ndividual receives a notice of term nation and ends sixty-three days
after the date the applicable coverage is term nated;

(c) In the case of an individual described in subsection (3)(d)(i)
of this section, the guaranteed issue period begins on the earlier of:
(i) The date that the individual receives a notice of termnation, a
notice of the issuer's bankruptcy or insolvency, or other such simlar
notice if any, and (ii) the date that the applicable coverage is
termnated, and ends on the date that is sixty-three days after the
date the coverage is term nated;

(d) I'n the case of an individual described in subsection (3)(b),
(i) and (iii), (e), or (f) of this section, who disenrolls
voluntarily, the guaranteed issue period begins on the date that is
sixty days before the effective date of the disenrollnent and ends on
the date that is sixty-three days after the effective date;

(e) In the case of an individual described in subsection (3)(g) of
this section, the quaranteed issue period begins on the date the
individual receives notice pursuant to section 1882(v)(2)(B) of the
federal social security act fromthe nedicare supplenent issuer during
the sixty-day period imediately preceding the initial part D
enrol Il nent period and ends on the date that is sixty-three days after
the effective date of the individual's coverage under nedicare part D
and

(f) In the case of an individual described in subsection (3) of
this section but not described in the preceding provisions of this
subsection, the guaranteed issue period begins on the effective date of
disenrollnent and ends on the date that is sixty-three days after the
effective date.

(7) In the case of an individual described in subsection (3)(e) of
this section whose enrollnent wth an organization or provider
described in subsection (3)(e)(i) of this section is involuntarily
termnated within the first twelve nonths of enrollnent, and who,
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W thout an intervening enrollnent, enrolls with another organi zation or
provider, the subsequent enrollnent is an initial enrollnent as
described in subsection (3)(e) of this section.

(8) In the case of an individual described in subsection (3)(f) of
this section whose enrollnent with a plan or in a programdescribed in
subsection (3)(f) of this section is involuntarily termnated within
the first twelve nonths of enrollnent, and who, without an intervening
enrollnment, enrolls in another plan or program the subsequent
enrollnment is an initial enrollnent as described in subsection (3)(f)
of this section.

(9) For purposes of subsection (3)(e) and (f) of this section, an
enrollment of an individual with an organi zation or provider described
in subsection (3)(e)(i) of this section, or with a plan or in a program
described in subsection (3)(f) of this section is not an initial
enrol Il nent under this subsection after the two-year period begi nning on
the date on which the individual first enrolled wth such an

organi zation, provider, plan, or program
*Sec. 29 was vetoed. See nmessage at end of chapter.

*Sec. 30. RCW48.66.130 and 2002 ¢ 300 s 3 are each anended to read
as follows:

(1) On or after January 1, 1996, and notw t hstanding any other
provision of Title 48 RCW a nedi care supplenent policy or certificate
shall not exclude or limt benefits for |losses incurred nore than three
months from the effective date of coverage because it involved a
preexi sting condition.

(2) On or after January 1, 1996, a nedicare supplenent policy or
certificate shall not define a preexisting condition nore restrictively
than as a condition for which nedical advice was given or treatnment was
recommended by or received from a physician, or other health care
provi der acting within the scope of his or her license, within three
nmont hs before the effective date of coverage.

(3) If a nedicare supplenent insurance policy or certificate
contains any limtations with respect to preexisting conditions, such
l[imtations nust appear as a separate paragraph of the policy or
certificate and be | abeled as "Preexisting Condition Limtations."

(4) No exclusion or limtation of preexisting conditions may be
applied to policies or certificates replaced in accordance with the
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provi sions of RCW48.66.045 if the policy or certificate replaced had
been in effect for at |east three nonths.

(5 If a nedicare supplenent policy or certificate replaces another
nedi care supplenent policy or certificate, the replacing issuer shal
waive any tinme periods applicable to preexisting conditions, waiting
periods, elimnation periods, and probationary periods in the new
nedi care supplenent policy or certificate for simlar benefits to the
extent that tine was spent under the original policy.

(6) If a nedicare supplenent policy or certificate replaces another
nedi care supplenent policy or certificate that has been in effect for
at least three nonths, the replacing policy nust not provide any tinme
period applicable to preexisting conditions, waiting periods,
elimnation periods, and probationary periods for benefits simlar to
those contained in the original policy or certificate.

*Sec. 30 was vetoed. See nmessage at end of chapter.

Sec. 31. RCW 48.92.120 and 1993 c 462 s 101 are each anended to
read as foll ows:

(1) ((Ne)) A person nmay not act or aid in any manner in soliciting,
negotiating, or procuring liability insurance in this state froma risk
retention group unless the person is |icensed as an insurance agent or
broker for casualty insurance in accordance with chapter 48.17 RCW and
pays the fees designated for the |icense under RCW 48. 14. 010.

(2)(a) ((Ne)) A person may not act or aid in any nmanner in
soliciting, negotiating, or procuring liability insurance in this state
for a purchasing group froman authorized insurer or a risk retention
group chartered in a state unless the person is licensed as an
i nsurance agent or broker for casualty insurance in accordance wth
chapter 48.17 RCW and pays the fees designated for the |icense under
RCW 48. 14. 010.

(b) ((Ne)) A person nmay not act or aid in any manner in soliciting,
negotiating, or procuring liability insurance coverage in this state
for a menber of a purchasing group under a purchasing group's policy
unless the person is licensed as an insurance agent or broker for
casualty insurance in accordance wth chapter 48.17 RCW and pays the
fees designated for the |license under RCW 48. 14. 010.

(c) ((Ne)) A person may not act or aid in any manner in soliciting,
negotiating, or procuring liability insurance from an insurer not
aut hori zed to do business in this state on behalf of a purchasing group
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|l ocated in this state unless the person is |licensed as a surplus |lines
broker in accordance wth chapter 48.15 RCW and pays the fees
designated for the |license under RCW 48. 14. 010.

(3) For purposes of acting as an agent or broker for a risk
retention group or purchasing group under subsections (1) and (2) of
this section, the requirenent of residence in this state does not
apply.

(4) Every person licensed under chapters 48.15 and 48.17 RCW on
business placed with risk retention groups or witten through a
pur chasi ng group, ((shalH)) nust informeach prospective insured of the
provi sions of the notice required under RCW48.92.040(7) in the case of
a risk retention group and RCW 48.92.090(((3))) (2) in the case of a
pur chasi ng group.

Sec. 32. RCW 48.98.015 and 1993 c¢ 462 s 37 are each anended to
read as foll ows:

((Ne)) A managing general agent may not place business with an
insurer unless there is in force a witten contract between the
managi ng gener al agent and the insurer that sets forth the
responsibilities of each party and, where both parties share
responsibility for a particular function, that specifies the division
of the responsibilities, and that contains the followng m ninum
provi si ons:

(1) The insurer may term nate the contract for cause upon witten
notice to the managi ng general agent. The insurer may suspend the
underwiting authority of the nmanaging general agent during the
pendency of a dispute regarding the cause for term nation.

(2) The managi ng general agent shall render accounts to the insurer
detailing all transactions and remt all funds due under the contract
to the insurer on not less than a nonthly basis.

(3) The managi ng general agent shall hold funds collected for the
account of an insurer in a fiduciary capacity in ((a)) an FD C insured
financial institution ((leecatedinthisstate that s a rerberofthe
federalreserve—systen)). This account must be used for all paynents
on behalf of the insurer. The managi ng general agent may retain no
nmore than three nonths' estimated clains paynents and allocated | oss
adj ust nent expenses.
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(4) The managi ng general agent shall maintain separate records of
busi ness witten for each insurer. The insurer has access to and the
right to copy all accounts and records related to its business in a
form usable by the insurer, and the conm ssioner has access to all
books, bank accounts, and records of the nmanaging general agent in a
form usable to the conm ssioner. Those records ((shath)) nust be
retai ned according to the requirenments of this title and rul es adopted
under it.

(5) The managi ng general agent may not assign the contract in whole
or part.

(6)(a) Appropriate underwiting guidelines nust include at | east
the foll ow ng: The maxi mum annual prem um volune; the basis of the
rates to be charged; the types of risks that may be witten; maxi num
limts of liability; applicable exclusions; territorial limtations;
policy cancellation provisions; and the maxi mum policy period.

(b) The insurer has the right to cancel or not renew any policy of
i nsurance, subject to the applicable laws and rules, including those in
chapter 48.18 RCW

(7) If the contract permts the managi ng general agent to settle
clainms on behalf of the insurer:

(a) Al clainms nust be reported to the insurer in a tinely
manner ((-))

(b) A copy of the claimfile nmust be sent to the insurer at its
request or as soon as it beconmes known that the claim

(1) Has the potential to exceed an anount determned by the
conmi ssioner, or exceeds the |limt set by the insurer, whichever is
| ess;

(1i) Involves a coverage dispute;

(ti1) My exceed the managing general agent's clains settlenent
aut hority;

(itv) I's open for nore than six nonths; or

(v) Is closed by paynent in excess of an anount set by the
conmi ssioner or an amount set by the insurer, whichever is less((-)).

(c) Al claimfiles are the joint property of the insurer and the
managi ng general agent. However, upon an order of |iquidation of the
insurer, those files becone the sole property of the insurer or its
i qui dator or successor. The managi ng general agent has reasonable
access to and the right to copy the files on a tinely basis((-)); and
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(d) Settlenment authority granted to the nmanagi ng general agent may
be termnated for cause upon the insurer's witten notice to the
managi ng general agent or upon the termnation of the contract. The
i nsurer may suspend the managi ng general agent's settlenent authority
during the pendency of a dispute regarding the cause for term nation.

(8) ((Where)) When electronic clains files are in existence, the
contract nust address the tinely transm ssion of the data.

(9) If the contract provides for a sharing of interim profits by
t he managi ng general agent, and the managing general agent has the
authority to determine the amount of the interim profits by
establishing loss reserves or controlling claim paynents or in any
ot her manner, interimprofits ((shal)) nmay not be paid to the managi ng

general agent wuntil one year after they are earned for property
i nsurance business and five years after they are earned on casualty
business and not wuntil the profits have been verified under RCW
48. 98. 020.

(10) The managi ng general agent may not:

(a) Bind reinsurance or retrocessions on behalf of the insurer,
except that the managi ng general agent may bind automatic reinsurance
contracts under obligatory autonmatic agreenents if the contract with
the insurer contains reinsurance underwiting guidelines including, for
bot h rei nsurance assuned and ceded, a list of reinsurers with which the
automatic agreenents are in effect, the coverages and anounts or
percent ages that may be reinsured, and conm ssion schedul es;

(b) Commt the insurer to participate in insurance or reinsurance
syndi cat es;

(c) Use an agent that is not appointed to represent the insurer in
accordance wth the requirenments of chapter 48.17 RCW

(d) Wthout prior approval of the insurer, pay or commt the
insurer to pay a claim over a specified anount, net of reinsurance
that ((shalt)) nmay not exceed one percent of the insurer's policyhol der
surplus as of Decenber 31st of the | ast-conpleted cal endar year

(e) Collect a paynent froma reinsurer or conmt the insurer to a
claim settlenent with a reinsurer, wthout prior approval of the
i nsurer. If prior approval is given, a report ((shaH)) nust be
promptly forwarded to the insurer;

(f) Permt an agent appointed by it to serve on the insurer's board
of directors;
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(g) Jointly enploy an individual who is enployed by the insurer; or
(h) Appoint a submanagi ng general agent.

Sec. 33. RCW 48.110.030 and 1999 c 112 s 4 are each anended to
read as foll ows:

(1) A person ((shakh)) may not act as, or offer to act as, or hold
hi msel f or herself out to be a service contract provider in this state,
nor may a service contract be sold to a consuner in this state, unless
the service contract provider has a valid registration as a service
contract provider issued by the comm ssioner.

(2) Applicants to be a service contract provider ((shaH)) nust
make an application to the conm ssioner upon a formto be furnished by
the conm ssioner. The application ((shatkh)) nust include or be
acconpani ed by the follow ng information and docunents:

(a) Al basic organizational docunments of the service contract

provider, including any articles of incorporation, articles of
associ ation, partnership agreenent, trade nane certificate, trust
agr eenent, shar ehol der agreenent, byl aws, and other applicable

docunents, and all amendnents to those docunents;

(b) The identities of the service contract provider's executive
officer or officers directly responsible for the service contract
provider's service contract business, and, if nore than fifty percent
of the service contract provider's gross revenue is derived from the
sale of service contracts, the identities of the service contract
provider's directors and stockhol ders having beneficial ownership of
ten percent or nore of any class of securities;

(c) Audited annual financial statenents or other financial reports
acceptable to the conm ssioner for the two nost recent years which
prove that the applicant is solvent and any information the
commi ssioner may require in order to review the current financial
condition of the applicant. If the service contract provider is
relying on RCW 48.110.050(2) (a) or (c) to assure the faithful
performance of its obligations to service contract holders, then the
audi ted financial statenents of the service contract provider's parent
conpany may be substituted for the audited financial statenents of the
service contract provider;

(d) An application fee of two hundred fifty dollars, which shall be
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deposited into the ((+Hhsurance—comm-ssionrer—sfregulateryaccount—under
ROW-48-02-190)) general fund; and

(e) Any other pertinent information required by the conm ssioner.

(3) The applicant shall appoint the conm ssioner as its attorney to
recei ve service of |egal process in any action, suit, or proceeding in
any court. This appointnent is irrevocable and shall bind the service
contract provider or any successor in interest, shall remain in effect
as long as there is in force in this state any contract or any
obligation arising therefromrelated to residents of this state, and
shal |l be processed in accordance with RCW 48. 05. 210.

(4) The comm ssioner may refuse to issue a registration if the
conmi ssioner determnes that the service contract provider, or any
i ndi vi dual responsible for the conduct of the affairs of the service
contract provider under subsection (2)(b) of this section, is not
conpetent, trustworthy, financially responsible, or has had a |icense
as a service contract provider or simlar license denied or revoked for
cause by any state.

(5 A registration issued under this section is valid, unless
surrendered, suspended, or revoked by the conm ssioner, or not renewed
for so long as the service contract provider continues in business in
this state and remains in conpliance with this chapter. A registration
is subject to renewal annually on the first day of July upon
application of the service contract provider and paynent of a fee of
two hundred dollars, which shall be deposited into the ((+hsurance
conm-sstoner—s—regulatory—account—under—RCW-48.-02.-190)) general fund.
If not so renewed, the registration expires on the June 30th next
pr ecedi ng.

(6) A service contract provider shall keep current the information
required to be disclosed in its registration under this section by
reporting all material changes or additions within thirty days after
the end of the nmonth in which the change or addition occurs.

Sec. 34. RCW 48.110.040 and 1999 c 112 s 5 are each anended to
read as foll ows:

(1) Every registered service contract provider that is assuring its
faithful performance of its obligations to its service contract hol ders
by conmplying with RCW 48.110.050(2)(b) ((shak+)) nust file an annua
report for the preceding calendar year with the conmm ssioner on or
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before March 1st of each year, or within any extension of tine the
comm ssi oner for good cause may grant. The report ((shatk)) nust be in
the formand contain those matters as the comm ssioner prescribes and
shall be verified by at least two officers of the service contract
provi der.

(2) At the tine of filing the report, the service contract provider
((shal)) nust pay a filing fee of twenty dollars which shall be
deposited into the ((+hsurance—comm-ssionrer—sfregulatoery—account—under
ROW-48-02-190)) general fund.

(3) As part of any investigation by the conmm ssioner, the
conmi ssioner may require a service contract provider to file nonthly
financial reports whenever, in the conm ssioner's discretion, there is
a need to nore closely nonitor the financial activities of the service
contract provider. Mont hly financial statenents ((shat)) nust be
filed in the conm ssioner's office no later than the twenty-fifth day
of the nonth followng the nonth for which the financial report is
being fil ed. These nonthly financial reports ((shal—be)) are the
internal financial statenments of the service contract provider. The
monthly financial reports that are filed with the conm ssioner
constitute information that m ght be damaging to the service contract
provider if nmade available to its conpetitors, and therefore shall be
kept confidential by the commi ssioner. This information ((shatH)) nay
not be made public or be subject to subpoena, other than by the
comm ssi oner and then only for the purpose of enforcenent actions taken
by the comm ssi oner.

NEW SECTION. Sec. 35. The followng acts or parts of acts are
each repeal ed:

(1) RCW 48.05.360 (Special surplus requirenents for certain
conbi nations) and 1963 ¢ 195 s 9;

(2) RCW48.29.030 (Anobunt of deposit) and 1957 ¢ 193 s 16 & 1947 c
79 s .29.03;

(3) RCW48.29.060 (Inpairnment of deposit) and 1947 c¢c 79 s .29.06;

(4) RCW48.29.070 (Levy of execution against deposit) and 1955 c 86
s 14 & 1947 ¢ 79 s .29.07;

(5) RCW48.29.090 (Purpose of deposit) and 1955 ¢ 86 s 16 & 1947 c
79 s .29.009;

(6) RCW48.29.100 (Term nation of deposit) and 1947 ¢ 79 s .29. 10;
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(7) RCW48.29.110 (Rel ease of securities) and 1955 ¢ 86 s 17 & 1947
c 79 s .29.11; and

(8 RCW 48.34.910 (Small Iloan act [Consunmer finance act] not
af fected) and 1961 c 219 s 14.

Passed by the House March 3, 2005.

Passed by the Senate April 13, 2005.

Approved by the Governor April 28, 2005, with the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State April 28, 2005.

Note: CGovernor's explanation of partial veto is as follows:

"I amreturning, wthout nmy approval as to Sections 26-30, Substitute
House Bill No. 1197 entitled:

"AN ACT Rel ating to insurance."

Sections 26-30 of Substitute House Bill No. 1197, which concern
Medi care suppl enmental insurance, are redundant and al ready covered in
Senate Bill 5198 (Inplenenting changes to Medicare supplenental
i nsurance requirenents as mandated by the Medicare Mdernization Act
of 2003 and other federal requirenents). | signed Senate Bill 5198
on April 13, 2005.

For these reasons, | have vetoed Sections 26-30 of Substitute House

Bill No. 1197.

Wth the exception of Sections 26-30, Substitute House Bill No. 1197
is approved. "
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