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SUBSTI TUTE HOUSE BI LL 1565

Passed Legi slature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By House Financial Institutions & Insurance (originally sponsored by
Representatives Kirby, Kelley, WIIlians, and Sinpson; by request of
| nsurance Comm ssi oner)

READ FI RST TI ME 02/ 20/ 09.

AN ACT Rel ating to business continuity plans for donmestic insurers;
amendi ng RCW48. 07. 160, 48.07.170, 48.07.180, 48.07.190, and 48.07. 200;
addi ng new sections to chapter 48.07 RCW and providing an effective
dat e.

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

Sec. 1. RCW48.07.160 and 1963 ¢ 195 s 25 are each anended to read
as follows:

It is desirable for the general welfare and in particular for the
wel fare  of i nsurance beneficiaries, pol i cyhol ders, claimants,
subscribers, and others that the business of donestic insurers be
continued notwithstanding the event of a local, state, or nationa
energency. The purpose of this section ((anrd)), RCW48.07. 170 through
48.07. 200, and section 6 of this act is to facilitate the continued
operation of donmestic insurers in the event that a |ocal, state, or
nati onal energency is ((eausedbyanattackonthe United States—which
+s)) so disruptive of normal business and comrerce ((+A—this—state)) as
to make it inpossible or inpracticable for a donestic insurer to
conduct its business in accord with applicable provisions of law, its
byl aws, or its charter. Wien used in this section ((anrd)), RCW
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48.07.170 through 48.07.200, and_ section 6_of this_ act the word

"insurer" ((+netudes—a—traternal—benetit—soeetety)) neans the sane as
defined in RCW48. 01. 053

Sec. 2. RCW48.07.170 and 1963 ¢ 195 s 26 are each anended to read
as follows:

The board of directors of any donmestic insurer may at any tine
adopt energency byl aws, subject to repeal or change by action of those
havi ng power to adopt regul ar bylaws for such insurer, which shall be
operative during such a local, state, or national energency and which
may, notw thstandi ng any different provisions of the regul ar byl aws, or
of the applicable statutes, or of such insurer's charter, nmake any
provi sion that nmay be reasonably necessary for the operation of such
i nsurer during the period of such energency.

Sec. 3. RCW48.07.180 and 1963 ¢ 195 s 27 are each anended to read
as follows:

In the event that the board of directors of a donestic insurer has
not adopted energency bylaws, the follow ng provisions shall becone
effective upon the occurrence of such a local, state, or nationa
energency as ((abeve)) described in this chapter:

(1) Three directors shall constitute a quorum for the transaction
of business at all neetings of the board.

(2) Any vacancy in the board may be filled by a majority of the
remai ning directors, though | ess than a quorum or by a sole remaining
di rector.

(3) If there are no surviving directors, but at |east three vice

presi dents of such insurer survive, the three vice presidents with the
| ongest termof service shall be the directors and shall possess all of
the powers of the previous board of directors and such powers as are
granted ((heretn)) 1in_this_chapter or by subsequently enacted
| egislation. By majority vote, such energency board of directors may
el ect other directors. |If there are not at |east three surviving vice
presidents, the conm ssioner or duly designated person exercising the
powers of the conm ssioner shall appoint three persons as directors who
shall include any surviving vice presidents and who shall possess al

of the powers of the previous board of directors and such powers as are
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granted ((heretn)) 1in_this_chapter or by subsequently enacted
| egislation, and these persons by nmgjority vote may elect other
di rectors.

Sec. 4. RCW48.07.190 and 1963 ¢ 195 s 28 are each anended to read
as follows:

At any tinme the board of directors of a domestic insurer may, by
resolution, provide that in the event of such a local, state, or
national emergency and in the event of the death or incapacity of the
president, the secretary, or the treasurer of such insurer, such
officers, or any of them shall be succeeded in the office by the
person naned or described in a succession |ist adopted by the board of
directors. Such list may be on the basis of nanmed persons or position
titles, shall establish the order of priority and nay prescribe the
condi tions under which the powers of the office shall be exercised.

Sec. 5. RCW48.07.200 and 1963 ¢ 195 s 29 are each anended to read
as follows:

At any time the board of directors of a donmestic insurer may, by
resolution, provide that in the event of such a local, state, or
nati onal energency the principal office and place of business of such
insurer shall be at such location as is naned or described in the
resolution. Such resolution may provide for alternate |ocations and
establish an order of preference.

NEW SECTION. Sec. 6. A new section is added to chapter 48.07 RCW
to read as foll ows:

Each donestic insurer nust create and maintain a witten business
continuity plan identifying procedures relating to a local, state, or
nati onal energency or significant business disruption.

NEW SECTION. Sec. 7. A new section is added to chapter 48.07 RCW
to read as foll ows:

After considering relevant standards adopted by the national
association of insurance comm ssioners, other states, and other
regul atory authorities that regulate financial institutions, the
conmm ssi oner shall adopt, by rule, standards for insurers and insurance
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1 producers to follow for business continuity planning.

2 NEW SECTION. Sec. 8. This act takes effect January 1, 2011.

Passed by the House March 10, 20009.

Passed by the Senate April 8, 2009.

Approved by the Governor April 21, 2009.

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