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SENATE BI LL 5213

Passed Legislature - 2011 Regul ar Sessi on
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session
By Senators Litzow and Hobbs; by request of I|nsurance Comm ssi oner

Read first tinme 01/18/11. Referred to Commttee on Financial
I nstitutions, Housing & I nsurance.

AN ACT Relating to insurance; anending RCW 4.28.080, 48.02.150,
48. 02. 190, 48.03.060, 48.05.200, 48.05.215, 48.10.170, 48.14.0201,
48. 15. 150, 48.17.380, 48.36A 350, 48.85.030, 48.94.010, 48.102.011
48.102. 021, 48.110.030, 48.110.055, and 48. 155.020; and repealing RCW
48. 05. 210.

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

Sec. 1. RCW4.28.080 and 1997 ¢ 380 s 1 are each anended to read
as follows:

Service made in the nodes provided in this section ((shalH—betaken
and—held—+to—be)) is personal service. The summons shall be served by
delivering a copy thereof, as foll ows:

(1) If the action ((be)) is against any county in this state, to
the county auditor or, during normal office hours, to the deputy
auditor, or in the case of a charter county, summobns may be served upon
the agent, if any, designated by the |egislative authority.

(2) If against any town or incorporated city in the state, to the
mayor, city manager, or, during normal office hours, to the mayor's or
city manager's designated agent or the city clerk thereof.

p. 1 SB 5213. SL
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(3) If against a school or fire district, to the superintendent or
conm ssi oner thereof or by |leaving the sane in his or her office with
an assi stant superintendent, deputy comm ssioner, or business nmanager
during normal business hours.

(4) If against a railroad corporation, to any station, freight,
ticket or other agent thereof within this state.

(5) If against a corporation owning or operating sleeping cars, or
hotel cars, to any person having charge of any of its cars or any agent
found within the state.

(6) If against a donestic insurance conpany, to any agent
aut hori zed by such conpany to solicit insurance withinthis state.

(7)(a) If against ((a&)) an _unauthorized foreign or alien insurance
conpany, as provided in ((ehapter—48-05)) RCWA48. 05. 200.

(b) If_ against an_unauthorized_ insurer, as_provided in_ RCW
48. 05. 215 and 48. 15. 150.

(c) If against a reciprocal insurer, as provided in RCOW48.10.170.

(d) If against a nonresident surplus line broker, as provided in
RCW 48. 15. 073.

(e) If against a nonresident insurance producer or title insurance
agent, as provided in RCWA48.17.173.

(f) If_ against a_nonresident adjuster, as_provided in_ RCW
48.17. 380.

(g) If against a fraternal benefit society, as provided in_ RCW
48. 36A. 350.

(h) If against a nonresident reinsurance internediary, as provided
in RCW48.94.010.

(i) If against a nonresident life settlenent provider, as provided
in RCW48.102. 011.

(j) If against a nonresident life settlenent broker, as provided in
RCW 48. 102. 021

(k) If against a_ service contract provider, as_ provided in_ RCW
48.110. 030.

(1) If against a protection product guarantee provider, as provided
in RCW48.110. 055.

(m If against a discount plan organization, as provided in RCW
48. 155. 020.

(8) If against a conpany or corporation doing any express business,
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to any agent authorized by said conpany or corporation to receive and
deliver express matters and coll ect pay therefor within this state.

(9) If ((t+he—sui-t—be)) against a conpany or corporation other than
those designated in ((the—preceding—subdivistons)) subsections (1)
through (8) of this section, to the president or other head of the
conpany or corporation, the registered agent, secretary, cashier or
managi ng agent thereof or to the secretary, stenographer or office
assistant of the president or other head of the conmpany or corporation,
regi stered agent, secretary, cashier or nmanagi ng agent.

(10) If ((t+he—sutt—be)) against a foreign corporation or
nonresident joint stock conpany, partnership or association doing
business within this state, to any agent, cashier or secretary thereof.

(11) If against a mnor under the age of fourteen years, to such
m nor personally, and also to his or her father, nother, guardian, or

if there be none withinthis state, then to any person having the care
or control of such mnor, or with whom he or she resides, or in whose
service he or she is enployed, if such there be.

(12) If against any person for whom a guardi an has been appoi nted
for any cause, then to such guardi an

(13) If against a foreign or alien steanship conpany or steanship
charterer, to any agent authorized by such conpany or charterer to
solicit cargo or passengers for transportation to or fromports in the
state of Washi ngton.

(14) 1f against a self-insurance programregul ated by chapter 48. 62
RCW as provided in chapter 48.62 RCW

(15) In all other cases, to the defendant personally, or by |eaving
a copy of the summopns at the house of his or her usual abode with sone
person of suitable age and di scretion then resident therein.

(16) In lieu of service under subsection (15) of this section
where the person cannot wth reasonable diligence be served as
descri bed, the sunmons nmay be served as provided in this subsection
and shall be deened conplete on the tenth day after the required
mailing: By leaving a copy at his or her usual mailing address with a
person of suitable age and discretion who is a resident, proprietor, or
agent thereof, and by thereafter mailing a copy by first-class mail
postage prepaid, to the person to be served at his or her usual mailing
address. For the purposes of this subsection, "usual mailing address”
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((shalt)) does not include a United States postal service post office
box or the person's place of enploynent.

Sec. 2. RCW48.02.150 and 2009 c 549 s 7011 are each anended to
read as foll ows:

The comm ssioner ((shal)) nust purchase at the expense of the
state, and in the manner provided by | awm (=

1)), printing, books, reports, furniture, equipnent, and supplies
as he or she deens necessary to the proper discharge of his or her
duties under this code.

(((2)— . : o . | bl-anks.—whi-ch]
or—she—may—purchase—rom-any— prnter—mantlacturi-ng—the—forrs—for—the
vartous states.))

Sec. 3. RCWA48.02.190 and 2009 ¢ 161 s 1 are each anended to read
as follows:

(1) As used in this section:

(a) "Organization"™ neans every insurer, as defined in RCW
48. 01. 050, having a certificate of authority to do business in this
state, every health care service contractor, as defined in RCW
48. 44. 010, every health maintenance organization, as defined in RCW
48. 46. 020, or self-funded multiple enployer welfare arrangenent, as
defined in RCW 48.125.010, registered to do business in this state.
"Cl ass one" organizations ((shatt)) consist of all insurers as defined
in RCW48.01.050. "Class tw" organizations ((shat)) consist of all
organi zations regi stered under provisions of chapters 48.44 and 48. 46
RCW "Cass three" organizations ((shatk)) consist of self-funded
mul ti pl e enpl oyer wel fare arrangenents as defined i n RCW48. 125. 010.

(b)(i) "Receipts" nmeans (A) net direct premuns consisting of
direct gross premuns, as defined in RCW48.18.170, paid for insurance
witten or renewed upon risks or property resident, situated, or to be
performed in this state, less return prem uns and prem uns on policies
not taken, dividends paid or credited to policyholders on direct
busi ness, and prem uns received from policies or contracts issued in
connection with qualified plans as defined in RCW 48. 14. 021, and (B)
prepaynents to health care service contractors, as defined in RCW
48. 44. 010, health naintenance organizations, as defined in RCW
48. 46. 020, or participant contributions to self-funded nultiple
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enpl oyer welfare arrangenents, as defined in RCW 48.125.010, |ess
experience rating «credits, di vi dends, prepaynents returned to
subscri bers, and paynents for contracts not taken.

(1i1) Participant contributions, under chapter 48.125 RCW used to
determ ne the receipts in this state under this section ((shatH—be))
are determned in the same manner as premuns taxable in this state are
determ ned under RCW48. 14. 090.

(c) "Regul atory surcharge" nmeans the fees inposed by this section.

(2) The annual cost of operating the office of insurance
comm ssi oner ((shalH—be)) is determ ned by |egislative appropriation.
A pro rata share of the cost ((shalt—be)) is charged to al
organi zations as a regul atory surcharge. Each class of organization
((shalkt)) nust contribute a sufficient amount to the insurance
comm ssioner's regulatory account to pay the reasonable costs,
i ncl udi ng overhead, of regulating that class of organization.

(3) The regul atory surcharge ((shalk—be)) is calcul ated separately
for each class of organization. The regulatory surcharge collected
from each organization ((shalk—be)) is that portion of the cost of
operating the insurance commssioner's office, for that class of
organi zation, for the ensuing fiscal year that is represented by the
organi zation's portion of the receipts collected or received by all
organi zations wthin that class on business in this state during the
previ ous cal endar year. However, the regulatory surcharge nust not
exceed one-ei ghth of one percent of receipts and the m ni nrumregul atory
surcharge ((shal—be)) is one thousand doll ars.

(4) The conm ssioner ((shalt)) nust annually, on or before ((June))
July 1st, calculate and bill each organization for the anmount of the
regul atory surcharge. The regulatory surcharge ((shal—be)) is due and
payable no |l ater than ((June)) July 15th of each year. However, if the
necessary financial records are not available or if the anount of the
| egi sl ative appropriation is not determned in time to carry out such
calculations and bill such regulatory surcharge wthin the tine
specified, the comm ssioner nmay use the regulatory surcharge factors
for the prior year as the basis for the regulatory surcharge and, if
necessary, the comm ssioner may inpose supplenental fees to fully and
properly charge the organi zations. Any organization failing to pay the
regul atory surcharges by ((Junre—306th—shall)) July 31st nust pay the
sane penalties as the penalties for failure to pay taxes when due under
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RCW 48. 14. 060. The regul atory surcharge required by this sectionis in
addition to all other taxes and fees now inposed or that nay be
subsequent |y i nposed.

(5 Al noneys collected ((shalh)) nust be deposited in the
i nsurance conmm ssioner's regulatory account in the state treasury which
i's hereby created.

(6) Unexpended funds in the insurance conm ssioner's regulatory
account at the close of a fiscal year ((shal—be)) are carried forward
in the insurance conm ssioner's regulatory account to the succeedi ng
fiscal year and ((shall—be)) are used to reduce future regulatory
sur char ges.

(7)(a) Each insurer may annually collect regulatory surcharges
remtted in preceding years by neans of a policyhol der surcharge on
prem uns charged for all kinds of insurance. The recoupnent ((shatH
be)) is at a uniform rate reasonably calculated to collect the
regul atory surcharge remtted by the insurer

(b) If an insurer fails to collect the entire anount of the
recoupnent in the first year under this section, it may repeat the
recoupnment procedure provided for in this subsection (7) in succeeding
years until the regulatory surcharge is fully collected or a de mnims
anount remains uncol |l ected. Any such de mnims anount nay be
collected as provided in (d) of this subsection.

(c) The anobunt and nature of any recoupnent ((shat)) nust be
separately stated on either a billing or policy declaration sent to an
insured. The ampunt of the recoupnent nust not be considered a prem um
for any purpose, including the premumtax or agents' conmm ssions.

(d) An insurer may elect not to collect the regulatory surcharge
from its insured. In such a case, the insurer may recoup the
regul atory surcharge through its rates, if the follow ng requirenents
are net:

(i) The insurer remts the anmount of surcharge not collected by
el ection under this subsection; and

(ii) The surcharge is not considered a prem um for any purpose,
including the premumtax or agents' conm ssion.

Sec. 4. RCW48.03.060 and 2004 ¢ 260 s 23 are each anended to read

as follows:
(1) Examnations within this state of any insurer or self-funded

SB 5213. SL p. 6
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multiple enployer welfare arrangenent as defined in RCW 48.125.010
domciled or having its honme offices in this state, other than a title
i nsurer, made by the comm ssioner or the conm ssioner's exam ners and
enpl oyees ((shalt+)) nust, except as to fees, mleage, and expense
incurred as to witnesses, be at the expense of the state.

(2) Every other exam nation, whatsoever, or any part of the
exam nation of any person domciled or having its honme offices in this
state requiring travel and services outside this state, ((shaH)) nust
be made by the conmssioner or by examners designated by the
comm ssioner and ((shalt)) nust be at the expense of the person
exam ned; but a donestic insurer ((shatH)) nust not be liable for the
conpensation of examners enployed by the conmssioner for such
services outside this state.

(3) When nmaki ng an exam nati on under this chapter, the comm ssioner
may retain attorneys, appraisers, independent actuaries, independent
certified public accountants, or other professionals and specialists as
exam ners, the cost of which ((shal)) nust be borne by the person who
is the subject of the exam nation, except as provided in subsection (1)
of this section.

(4) The person examned and I|iable ((thereter—shalt)) nust
reinmburse the state wupon presentation of an item zed statenent
((thereof)) for the actual travel expenses of the comm ssioner's
exam ners, their reasonable |iving expense allowance, and their per
di em conpensation, including salary and the enpl oyer's cost of enpl oyee
benefits, at a reasonable rate approved by the comm ssioner, incurred
on account of the exam nation. Per diem salary and expenses for
enpl oyees exam ning insurers domciled outside the state of Washi ngton
((shalt)) nust be established by the comm ssioner on the basis of the
nati onal association of insurance conmm ssioner's recommended sal ary and
expense schedul e for zone exam ners, or the salary schedul e established
by the ((VWashingten)) state director of personnel ((+eseureces—board)),
and the expense schedule established by the office of financial
managenent, whichever is higher. A donestic title insurer ((shaH))

must pay the exam nation expense and costs to the conm ssioner as

item zed and billed by the comm ssi oner.

The conm ssioner or the comm ssioner's exam ners ((shal)) nust not
receive or accept any additional enolunment on account of any
exam nation

p. 7 SB 5213. SL
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(5) Nothing contained in this chapter limts the comm ssioner's
authority to term nate or suspend any exam nation in order to pursue
other legal or regulatory action under the insurance laws of this
st at e. Findings of fact and conclusions mnade pursuant to any
exam nation are prinma facie evidence in any | egal or regulatory action.

Sec. 5. RCWA48.05.200 and 1985 ¢ 264 s 3 are each anended to read
as follows:

(1) Each authorized foreign or alien insurer ((shaH)) nust appoint
the comm ssioner as its attorney to receive service of, and upon whom
((shalt)) nust be served, all legal process issued against it in this
state upon causes of action arising within this state. Service upon
the comm ssioner as attorney ((shalt)) constitutes service upon the
insurer. Service of |egal process against ((sueh)) the insurer can be
had only by service wupon the conm ssioner, except actions upon
contractor bonds pursuant to RCW 18. 27.040, where service may be upon
the departnent of | abor and i ndustries.

(2) Wth the appointnent the insurer ((shalh)) nust designate by
nanme, e-mail address, and address the person to whomthe conm ssioner
((shalt)) nust forward | egal process so served upon himor her. The
i nsurer may change ((sueh)) the person by filing a new desi gnati on.

(3) The insurer nust keep the designation, address, and_e-nmai
address filed with the conmm ssioner current.

(4) The appoi ntnent of the comm ssioner as attorney ((shatkH—be)) is
irrevocable, ((shalt)) binds any successor ininterest or to the assets
or liabilities of the insurer, and ((shallt)) remains in effect as |ong
as there is in forcein this state any contract made by the insurer or
l[itabilities or duties arising therefrom

(5) The_service of process_nust be acconplished_and processed in
t he manner prescribed under RCWA48. 02. 200.

Sec. 6. RCWA48.05.215 and 1981 ¢ 339 s 4 are each anended to read
as follows:

(1) Any foreign or alien insurer not ((thereunte)) authorized by
the comm ssioner, whether it be a surplus lines insurer operating under
chapter 48.15 RCWor not, who, by mail or otherw se, solicits insurance
business in this state or transacts insurance business in this state as
defi ned by RCW48. 01. 060, thereby submts itself to the jurisdiction of

SB 5213. SL p. 8
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the courts of this state in any action, suit, or proceeding instituted
by or on behalf of an insured, beneficiary or the comm ssioner arising
out of ((sueh)) an unauthorized solicitation of insurance business
including, but not limted to, an action for injunctive relief by the
conm ssi oner.

(2) I'nany ((sueh)) action, suit, or proceeding instituted by or on
behal f of an insured or beneficiary, service of |egal process against
((saeh)) an unauthorized foreign or alien insurer ((n&y—be made by

e#—se#vkee—Phe—p+a+ﬂP+##—sha##—p&y—Pe—Phe—eeﬂﬂ+sskenep—Pen—de##aps—
Laxable—as—costs—+intheactton—The comsstoner—shatbkHorthwt- e+
one—ob—the—coptes—ol—the—process——by—reghstered—mat-—wth—return
reeeipt—reguested—tothedefendant —at—its—tast—knewi—prineipal—place
of-—bustness)) nust be_ acconplished and_ processed_ in_the_ manner

prescribed under RCW 48. 02.200. The defendant insurer ((shalH—have))
has forty days fromthe date of the service on the conmm ssioner within
whi ch to plead, answer, or otherw se defend the action.

(3) I'n any such action, suit, or proceeding by the conm ssioner
service of |egal process against ((sdweh)) an unauthorized foreign or
alien insurer my be made by personal service of |egal process upon any
officer of such insurer at its last known principal place of business
outside the state of Washington. The summons upon ((sueh)) an
unaut hori zed foreign or alien insurer ((shatt)) nust contain the sane
requi sites and be served in |like manner as personal sumons within the
state of Washi ngton; except, the insurer ((shalH—have)) has forty days
from the date of ((sueh)) personal service within which to plead,
answer, or otherw se defend the action.

Sec. 7. RCW48.10.170 and 2009 c 549 s 7042 are each anended to
read as foll ows:

(1) ((A—eert+iteate—of —awthoertty—shalt—not —be—tssued —to—a
dorestie)) Each authorized reciprocal insurer ((uhless—prior—therete

p. 9 SB 5213. SL
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process—upon—thecommssioner—
£3))) nust_ appoint_ the conmm ssioner_as_its_attorney to_ receive
service of, and upon whom service nust be served, all legal process

issued against it in this state upon causes of action arising within
this state. Service_upon_the_conmm ssioner_as_attorney constitutes
service upon the insurer.

(2) Wth the appointnent the insurer nust designate the person to
whom t he conm ssioner nust forward | egal process so served upon him or
her.

(3) The appointnent of the comm ssioner as attorney is irrevocable,
bi nds any successor in interest or to the assets or liabilities of the
insurer, and remains in effect as long as there is in force in this
state any contract nmade by the insurer or liabilities or duties arising
under that contract.

(4) The_service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.

(5 Inlieu of service on the conmm ssioner, |egal process my be
served upon a donestic reciprocal insurer by serving the insurer's
attorney at his or her principal offices.

((4»)) (6) Any judgnent against the insurer based upon |egal
process so served ((shalt—be)) is binding upon each of the insurer's
subscribers as their respective interests may appear and in an anount
not exceeding their respective contingent liabilities.

Sec. 8. RCW48.14.0201 and 2009 ¢ 479 s 41 are each anended to
read as foll ows:

(1) As used in this section, "taxpayer" neans a health naintenance
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 i n RCW 48. 125. 010.

(2) Each taxpayer ((shal)) nust pay a tax on or before the first
day of March of each year to the state treasurer through the insurance
comm ssioner's office. The tax ((shatH)) nust be equal to the tota
anount of all premuns and prepaynents for health care services
collected or received by the taxpayer under RCW 48.14.090 during the
precedi ng cal endar year multiplied by the rate of two percent. For tax

SB 5213. SL p. 10
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purposes, the reporting_of premuns_and_prepaynents_ nust_ be_on_a
witten basis or on a paid-for basis consistent wth the basis required
by the annual statenent.

(3) Taxpayers ((shatkt)) nust prepay their tax obligations under
this section. The m ni mum anount of the prepaynents ((shalH—be)) is
the percentages of the taxpayer's tax obligation for the preceding
cal endar year reconputed using the rate in effect for the current year
For the prepaynent of taxes due during the first cal endar year, the
m ni mrum anmount of the prepaynents ((shalt—be)) is the percentages of
the taxpayer's tax obligation that woul d have been due had the tax been
in effect during the previous calendar year. The tax prepaynments
((shatkt)) nust be paid to the state treasurer through the
commi ssioner's office by the due dates and in the foll owm 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 comm 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 wel fare arrangenent's, or certified health plan's prepaynent
obligations for the current tax year.

(5) Moneys coll ected under this section ((shal—be)) are deposited
in the general fund.

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

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

(b) Anpbunts received by any taxpayer fromthe state of Wshi ngton
as prepaynents for health care services provi ded under

(i) The nedical care services programas provided in RCW 74. 09. 035;

(1i) The Washington basic health plan on behalf of subsidized
enrol | ees as provided in chapter 70.47 RCW (:—o+

)T i caid on_behalf _of el dertyv_or_eLi o
dsabi-H-tes—as-—provided—in—chapter 7409 ROA when —these—prepayrents

p. 11 SB 5213. SL
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are received prior to July 1, 2009, and are associated wth a nanaged
care —contract — program—that —has —been —plenented —on —a—voluntary
denpnstration or-pilot project basis)).

(c) Amounts 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.

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

(7) Beginning January 1, 2000, the state ((dees—hereby)) preenpts
the field of inposing excise or privilege taxes upon taxpayers and no
county, city, town, or other rmnunicipal subdivision ((shatH—have)) has
the right to inpose any such taxes upon such taxpayers. Thi s
subsection ((shal—be)) is limted to premuns and paynents for health
benefit plans offered by health care service contractors under chapter
48. 44 RCW heal th mai ntenance organi zati ons under chapter 48.46 RCW
and self-funded nultiple enployer welfare arrangenents as defined in
RCW 48. 125. 010. The preenption authori zed by this subsection ((shatH))
nmust not inpair the ability of a county, city, town, or other nunicipal
subdi vision to inpose excise or privilege taxes upon the health care
services directly delivered by the enployees of a health maintenance
or gani zati on under chapter 48.46 RCW

(8)(a) The taxes inposed by this section apply to a self-funded
mul ti ple enpl oyer welfare arrangenent only in the event that they are
not preenpted by the enployee retirenent incone security act of 1974,
as anended, 29 U S.C Sec. 1001 et seq. The arrangenents and the
comm ssioner ((shalh-)) nust initially request an advisory opinion from
the United States departnent of |abor or obtain a declaratory ruling
froma federal court on the legality of inposing state prem umtaxes on
t hese arrangenents. Once the legality of the taxes has been
determ ned, the nmultiple enployer welfare arrangenent certified by the
I nsurance conmm ssi oner nust begi n paynent of these taxes.

(b) If there has not been a final determnation of the legality of
t hese taxes, then beginning on the earlier of (i) the date the fourth
mul tiple enployer welfare arrangenent has been certified by the
i nsurance conm ssioner, or (ii) April 1, 2006, the arrangenent
((shalt)) nust deposit the taxes inposed by this section into an
i nterest bearing escrow account mai ntai ned by the arrangenent. Upon a
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final determ nation that the taxes are not preenpted by the enpl oyee
retirement inconme security act of 1974, as anended, 29 U S.C. Sec. 1001
et seq., all funds in the interest bearing escrow account ((shat))
nmust be transferred to the state treasurer.

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

(10) On or before June 1st of each year, the conmm ssioner ((shaH))
nmust notify each taxpayer required to nake prepaynents in that year of
the amount of each prepaynent and ((shabklh)) nust provide remttance
forms to be used 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 fornmns.

Sec. 9. RCW48.15.150 and 1979 ex.s. ¢ 199 s 4 are each anended to
read as follows:

(1) For_ any cause_of action_arising in_this_ state_ under_ any
contract issued as_a_ surplus line_contract under this_ chapter, an

unaut hori zed i nsurer ((shalt)) nust be sued((;—uponranyecause—of—-action

o . i I . by I L
contract—pursuant—to—this—ehapter-)) Iin the superior court of the
county in which the cause of action arose.

Pe—%he—+ﬂsa#ep—a%—+%s—p#+ﬂe+pa#—p+aee—e#—bas+ﬂess—#as%—kﬂemn—%e—%he
comm-sstoener——eor—to—the—person—desi-gnated—by—the—insurer—for—that

Lt I il ed with td . on
Forns —preseri-bed — by — the — commbsstoner— — by — prepatbd — Fegks%eped oF
eep%%#+ed—na+¥—m&%h—%e%a#n—Feee+p%—+eqHes%ed———lhe—+nsa#e#—sha##—have
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£3¥)) An unauthorized insurer issuing ((sueh)) a policy ((shatl—be
deered—thereby—to—have)) under this chapter has authorized service of
process against it in the manner ((anrdto—the—effect—as—provided—in
this—seetion)) prescribed under RCW 48.02.200. Any ((sueh)) policy
((shalt)) nust contain a provision designating the conm ssioner as the
per son upon whomservi ce of process may be nade.

(3) The insurer has forty days fromthe date of the service upon
the comm ssioner within which to plead, answer, or otherw se defend the
action. Upon service_of process upon_the comm ssioner in_accordance
with this section, the court has jurisdiction in_personam of the
i nsurer.

Sec. 10. RCW48.17.380 and 2009 ¢ 162 s 23 are each anended to
read as foll ows:

(1) Application for a license to be an adjuster ((shatkh)) nust be
made to the comm ssioner upon fornms furnished by the conm ssioner. As
a part of or in connection wth the application, an individual
applicant ((shatkh)) nust furnish information concerning his or her
identity, including fingerprints for subm ssion to the Washi ngton state
patrol, the federal bureau of investigation, and any governnental
agency or entity authorized to receive this information for a state and
nat i onal crim nal hi story background check, per sonal hi story,
experi ence, business record, purposes, and other pertinent facts, as
the conm ssioner may reasonably require. If, in the process of
verifying fingerprints, business records, or other information, the
comm ssioner's office incurs fees or charges from another governnental
agency or froma business firm the anmount of the fees or charges nust
be paid to the comm ssioner's office by the applicant.

(2) Any person willfully m srepresenting any fact required to be
di scl osed in any application shall be liable to penalties as provided
by this code.

(3) The conmm ssioner ((shalt)) licenses as an adjuster only an
i ndi vi dual or business entity which has otherwi se conplied with this
code ((therefor)) and the individual or responsible officer of the
busi ness entity has furni shed evidence satisfactory to the comm ssi oner
that the individual or responsible officer of the business entity is
qualified as foll ows:

(a) I's eighteen or nore years of age;
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(b) I's a bona fide resident of this state, or is a resident of a
state which will permt residents of this state to act as adjusters in
such ot her state;

(c) Is atrustworthy person;

(d) Has had experience or special education or training wth
reference to the handling of |oss clains under insurance contracts, of
sufficient duration and extent reasonably to nake the individual or
responsi ble officer of the business entity conpetent to fulfill the
responsibilities of an adjuster;

(e) Has successfully passed any exam nation as required under this
chapter;

(f) If for a public adjuster's license, has filed the bond required
by RCW48. 17. 430,

(g) If a nonresident business entity, has designated an individual
licensed adjuster responsible for the business entity's conpliance with
the insurance laws and rules of this state.

(4) (@) Each licensed nonresident adjuster, by application for and
i ssuance of a license, has appointed the comm ssioner as the adjuster's
attorney to _receive service of legal process against the adjuster in
this state _upon causes of action arising wthin this state. Service
upon the conm ssioner as attorney constitutes effective | egal service
on the adjuster.

(b) The appointnent of the conm ssioner as attorney is irrevocable,
bi nds any successor in interest or to the assets or liabilities of the
adjuster, and remains in effect for as long as there could be any cause
of action against the adjuster arising out of the adjuster's
transactions in_this state. The service of process nust be
acconplished and processed in_the nmnner prescribed under RCW
48. 02. 200.

(5) The conm ssioner may require any docunents reasonably necessary
to verify the information contained in an application and may, from
time to tine, require any |icensed adjuster to produce the information
called for in an application for a |license.

Sec. 11. RCW 48. 36A. 350 and 1987 ¢ 366 s 35 are each anended to
read as foll ows:
(1) Every society authorized to do business in this state ((shaH—+
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& —Appotnt—HA—wrt-ng—the —comm-ssi-oner—and —each—suceessor—Hh

" : o | Lawiul , , ik |

served—oen—the —commssioner—shall-—be—of —the—sane—legal—force—and
i f I I : ; I

wpon—the—person—in—charge—ofl—thecomm-ssioner—s—olHece—H-—shalt—be

nade—+n—dupb-cate —and—shal—eonstitute—sub-ectent —service—upon—the

soctetby——VWhen—Fegal —process —agatnst—a—soetety—+s—served—upon—the

conm-sstoner——the —comm-ssioner —shalH —forward —one —ob —the —duplteate

coptes—by —registered —mai——prepatd-—di+reected —to—the—seeretary—or
i e _ . hall . . THP

or—conplatnrant—n—the—action—shall-—pay—to—the—comm-sstoner—the—fee
estabH-shedpursuant—+oROW48-05-210-)) nust appoint the comm Ssioner

as its attorney to receive service of, and upon whom nust be served,
all legal process issued against it in this state upon causes of action
arising wwthin this state. Service upon the conm ssioner as attorney
constitutes service upon the society.

(2) Wth the appointnent the society nust designate the person to
whom t he conmmi ssioner nust forward | egal process so served upon him or
her.

(3) The appointnent of the conm ssioner as attorney is irrevocable,
bi nds any successor in interest or to the assets or liabilities of the
society, and remains in effect as long as there is in force in this
state any contract nade by the society or liabilities or duties arising
therefrom

(4) The_service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.
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Sec. 12. RCW 48.85.030 and 1995 1st sp.s. ¢ 18 s 78 are each
anmended to read as foll ows:

(1) The insurance conmm ssioner shall adopt rules defining the
criteria that qualified long-termcare partnership insurance policies
must neet to satisfy the requirenents of this chapter. The rules shal
((provide—that—alt)) incorporate any requirenents set forth by chapter
48. 83 RCWand the deficit reduction act of 2005 for qualified | ong-term
care partnership insurance policies purchased for the purposes of this
chapter ((+=

e} —Provi-de — epttonal- — coverage — for — hore — and — community—based

N aVaVasa' a¥a a a¥a a a N a¥a' N ala¥a N
v Ci Ci

Lievhold I ot : . I I . I
age—etghty—to—protect—the—poleyholder—f+rom-future—inereases—in—the
cost of-long-termcare;

o . . I tal . T . .

I - o I I its: |

) —Contatn—at —teast —a — stx—apath —grace —peirtod —that —permts
reinstatement of the policy or contract retroactive to the date of

. . VI L hol der : :

I : - . . ¢ || I L
contract holder-as certified by a physician)).

(2) Insurers offering long-term care policies for the purposes of
this chapter shall denonstrate to the satisfaction of the insurance
conm ssi oner that they:

(a) Have procedures to provide notice to each purchaser of the
| ong-term care consuner education program

(h) ((SHter—ecasermpagerent—services—

£€))) Have procedures that provide for the keeping of individua
policy records and procedures for the explanation of coverage and
benefits identifying those paynents or services avail able under the
policy that neet the purposes of this chapter;

((€))) (c) Agree to provide the insurance comm ssioner ((—ehr—6+
before—Septenber—1—of—each—year——an)) any_required annual report

p. 17 SB 5213. SL



w N

©O© 00 N o 0 b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

containing information derived from the long-term care partnership
| ong-term care i nsurance uniform data set as specified by the office of
t he i nsurance conmm ssi oner.

Sec. 13. RCW48.94.010 and 2005 ¢ 274 s 317 are each anended to
read as foll ows:

(1) No person, firm association, or corporation may act as a
rei nsurance internediary-broker in this state if the person, firm
associ ation, or corporation maintains an office either directly or as
a nenber or enployee of a firmor association, or an officer, director,
or enpl oyee of a corporation:

(a) In this state, unless the person, firm association, or
corporation is a licensed reinsurance intermediary-broker in this
state; or

(b) In another state, unless the person, firm association, or
corporation is alicensed reinsurance intermedi ary-broker in this state
or another state having a regulatory schene substantially simlar to
this chapter.

(2) No person, firm association, or corporation may act as a
rei nsurance internediary-nmanager:

(a) For a reinsurer domciled in this state, unless the person,
firm associ ation, or corporation is a |licensed reinsurance
i nternmedi ary-manager in this state;

(b) Inthis state, if the person, firm association, or corporation
mai ntains an office either directly or as a nenber or enployee of a
firm or association, or an officer, director, or enployee of a
corporation in this state, unless the person, firm association, or
corporation is a licensed reinsurance internediary-manager in this
st at e;

(c) In another state for a nondonestic reinsurer, unless the
person, firm association, or corporation is a |icensed reinsurance
internedi ary-manager in this state or another state having a
substantially simlar regulatory schene.

(3) The conmm ssioner may require a reinsurance internediary-nmanager
subj ect to subsection (2) of this section to:

(a) File a bond in an anmbunt and froman insurer acceptable to the
comm ssioner for the protection of the reinsurer; and
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(b) Maintain an errors and om ssions policy in an anount acceptabl e
to the conm ssioner.

(4)((a8)r)) The comm ssioner may issue a reinsurance internediary
license to a person, firm association, or corporation who has conplied
with the requirenents of this chapter. Any such license issued to a
firm or association authorizes all the nmenbers of the firm or
association and any designated enployees to act as reinsurance
internedi ari es under the license, and all such persons may be nanmed in
the application and any supplenents to it. Any such license issued to
a corporation authorizes all of the officers, and any designated
enpl oyees and directors of it, to act as reinsurance internedi aries on
behal f of the corporation, and all such persons nust be naned in the
application and any supplenents to it.

(({b) If the applicant for-a reinsurance internediary licenseis a
nonrestdent—the —apphicant—as—a—condi-tton—precedent—to-—recetving—or
hol-di-ng—a—H-eense-—shall-—designate —the —comm-ssioner—as—agent—for
servi-ce—ob—process—in—the—manner—-—and—wth—the—sane—legal—elfeet—
provi-ded—for—bythis—title for—desighati-on—of—serviceof process—upon
wrat-hor-zed—i-nsurers—and—al-so—shatlH—fuwra-sht-he—comm-ssioner—wth-the
pare—and—address—of-—a—resident—of-—t-his—state—upon—whom—noetices—or
orders —of —the —comm-ssioner —or —process —alfecting —the —nonresi-dent
Fe+ﬂsaFanee—+ﬂ%e#nedkaFy—nay—be—se#ved———lhe—#+eensee—sha##—p%enp%#y

| oelnow odand byt . )

(5)(a) Each_ licensed_nonresident reinsurance_internediary_ nust

appoint the conm ssioner as the reinsurance internediary's attorney to
receive service of |egal process issued against the reinsurance
internediary in this state upon _causes of action_arising wthin this
state. Service upon the conm ssioner as attorney constitutes effective
| egal service upon the reinsurance internediary.

(b) Wth the appointment the reinsurance internediary nust
designate the person to whom the comm ssioner nust forward |ega
process so served upon himor her.

(c) The appointnent is irrevocable, binds any successor in interest
or to the assets or liabilities of the reinsurance internediary, and
remains in_effect for as long as there could be any cause of action
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against the reinsurance internediary arising out of the reinsurance
internediary's insurance transactions in this state.

(d) The_service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.

(6) The commi ssioner may refuse to issue a reinsurance internediary
license if, in his or her judgnent, the applicant, anyone naned on the
application, or a nenber, principal, officer, or director of the
applicant, is not trustworthy, or that a controlling person of the
applicant is not trustworthy to act as a reinsurance internediary, or
that any of the foregoing has given cause for revocation or suspension
of the license, or has failed to conply with a prerequisite for the
i ssuance of such license. Upon witten request, the comm ssioner wll
furnish a summary of the basis for refusal to issue a |icense, which
docunent is privileged and not subject to chapter 42.56 RCW

((66))) (7) Licensed attorneys-at-law of this state when acting in
their professional capacity as such are exenpt fromthis section

Sec. 14. RCW48.102.011 and 2010 ¢ 27 s 5 are each anended to read
as follows:

(1) A person, wherever |ocated, may not act as a provider with an
owner who is a resident of this state or if there is nore than one
owner on a single policy and one of the owners is a resident of this
state, without first having obtained a license fromthe conm ssi oner.

(2) An application for a provider license nust be nmade to the
conmi ssioner by the applicant on a form prescri bed by the conm ssi oner,
and the application nust be acconpanied by a licensing fee in the
anount of two hundred fifty dollars for deposit into the general fund.

(3) Al provider licenses continue in force until suspended,
revoked, or not renewed. A license is subject to renewal annually on
the first day of July upon application of the provider and paynent of
a renewal fee of two hundred fifty dollars for deposit into the general
fund. If not so renewed, the license automatically expires on the
renewal date.

(a) If the renewal fee is not received by the conm ssioner prior to
the expiration date, the provider nust pay to the comm ssioner in
addition to the renewal fee, a surcharge as foll ows:

(1) For the first thirty days or part thereof delinquency the
surcharge is fifty percent of the renewal fee;
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(i) For the next thirty days or part thereof delinquency the
surcharge i s one hundred percent of the renewal fee;

(b) If the renewal fee is not received by the comm ssioner after
sixty days but prior to twelve nonths after the expiration date the
paynment of the renewal fee is for reinstatenment of the |icense and the
provi der nust pay to the conm ssioner the renewal fee and a surcharge
of two hundred percent.

(4) Subsection (3)(a) and (b) of this section does not exenpt any
person from any penalty provided by law for transacting a life
settl ement business wthout a valid and subsisting |icense.

(5) The applicant nust provide informati on as the comm ssi oner may
require on fornms prescribed by the comm ssioner. The conmm ssioner has
the authority, at any time, to require an applicant to fully disclose
the identity of its stockholders, partners, officers, and enpl oyees,
and the comm ssioner may, in the exercise of the conm ssioner's sole
di scretion, refuse to issue a license in the nane of any person if not
satisfied that any officer, enployee, stockholder, or partner thereof
who may materially influence the applicant's conduct neets the
standards of this chapter.

(6) Alicense issued to a partnership, corporation, or other entity
aut hori zes all nenbers, officers, and designated enployees to act as a
licensee under the Ilicense, if those persons are naned in the
application and any supplenments to the application.

(7) Upon the filing of an application for a provider's |license and
the paynment of the license fee, the comm ssioner nust nmake an
investigation of each applicant and may issue a license if the
conmm ssioner finds that the applicant:

(a) Has provided a detail ed plan of operation;

(b) Is conpetent and trustworthy and intends to transact its
busi ness in good faith;

(c) Has a good business reputation and has had experience,
training, or education so as to be qualified in the business for which
the license is applied;

(d) (i) Has denonstrated evidence of financial responsibility in a
formand in an anount prescribed by the comm ssioner by rule.

(ii) The conmmssioner may ask for evidence of financia
responsibility at any time the conmm ssioner deens necessary,
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(e) If the applicant is a legal entity, is fornmed or organized
((pursuant—te)) under the laws of this state, is a foreign legal entity
authorized to transact business in this state, or provides a
certificate of good standing fromthe state of its domcile; and

(f) Has provided to the comm ssioner an antifraud plan that neets
the requirenments of RCW48.102. 140 and i ncl udes:

(1) Adescription of the procedures for detecting and i nvestigating
possible fraudulent acts and procedures for resolving material
i nconsi stenci es between nedi cal records and i nsurance applications;

(1i) A description of the procedures for reporting fraudul ent
i nsurance acts to the conm ssi oner;

(tit) A description of the plan for antifraud education and
training of its underwiters and ot her personnel; and

(iv) A witten description or chart outlining the arrangenent of
the antifraud personnel who are responsible for the investigation and
reporting of possible fraudulent insurance acts and investigating
unresolved material inconsistencies between nedical records and
i nsurance applications.

(8)(a) A nonresident provider nust appoint the conm ssioner as its

attorney to receive service of, and upon whomnust be served, all |egal
process issued against it in this state upon causes of action arising
within this state. Service wupon the conmm ssioner as attorney
constitutes service upon the provider. Service of |egal process

agai nst the provider can be had only by service upon the conmm ssi oner.

(b) Wth the appoi ntnent the provider nust designate the person to
whom t he commi ssi oner nust forward | egal process so served upon him or
her. The provider may change the person by filing a new desi gnati on.

(c) The appoi ntnment of the conmm ssioner as attorney is irrevocabl e,
bi nds any successor in interest or to the assets or liabilities of the
provider, and remains in effect as long as there is in this state any
contract made by the provider or Iliabilities or duties arising
t herefrom
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had—agatnst—the—provider—and—the—provider—shall—not—be—regquired—to
appear, plead, or answer until the expiration of forty days after the
date—of——serviceuponthecommssioner—)) The service of process nust be
acconplished and processed in_the nmnner prescribed under RCW
48. 02. 200.

(9) A provider may not use any person to performthe functions of
a broker unless the personis authorized to act as a broker under this
chapter.

(10) A provider nust provide to the comm ssioner new or revised
i nformati on about officers, stockhol ders, partners, directors, nenbers,
or designated enployees within thirty days of the change.

Sec. 15. RCW48.102.021 and 2009 ¢ 104 s 4 are each anended to
read as foll ows:

(1) Only a life insurance producer who has been duly licensed as a
resi dent insurance producer with alifeline of authority inthis state
or his or her honme state for at |east one year and is licensed as a
nonr esi dent producer inthis state is permtted to operate as a broker.

(2) Not later than thirty days fromthe first day of operating as
a broker, the Ilife insurance producer ((shalt)) nust notify the
comm ssioner that he or she intends acting as a broker on a form
prescri bed by the comm ssioner, pay a fee of one hundred dollars, and
if a nonresident producer appoint the conm ssioner as attorney for
service of process under ((subseetion—{6)—oef—this—seetion)) RCW
48. 02.200. Notification ((shat)) nust include an acknow edgenent by
the life insurance producer that he or she will operate as a broker in
accordance wth this chapter

(3) A person licensed as an attorney, certified public accountant,
or fi nanci al pl anner accredited by a nationally recognized
accreditation agency, who is retained to represent the owner, whose
conpensation is not paid directly or indirectly by the provider or
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purchaser, may negotiate life settlenent contracts on behalf of the
owner w thout having to obtain a |license as a broker.

(4) The authority to act as a broker ((shatkh)) continues in force
until suspended, revoked, or not renewed. The authority to act as a
broker ((shall)) automatically expires if not tinmely renewed. The
authority to act as a broker ((shalt—be)) is valid for a tinme period
coincident with the expiration date of the broker's insurance producer
license. The authority to act as a broker is renewable at that tine,
upon paynent of a renewal fee in the anmount of one hundred dollars and
if the paynent is received by the conm ssioner prior to the expiration
date, the broker's authority to act as a broker continues in effect.

(a) If the renewal fee is not received by the conm ssioner prior to
the expiration date, the broker ((shalt)) nust pay to the conm ssioner
in addition to the renewal fee, a surcharge as foll ows:

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

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

(b) If the paynment of the renewal fee is not received by the
comm ssioner after sixty days the surcharge is two hundred percent of
t he renewal fee.

(5) Subsection (4)(a) of this section does not exenpt any person
from any penalty provided by law for transacting life settlenent
busi ness without the valid authority to act as a broker.

(6) (a) A nonresident broker ((shatbh)) nust appoint the comm ssi oner
as its attorney to receive service of, and upon whom ((shat)) nust be
served, all legal process issued against it in this state upon causes
of action arising withinthis state. Service upon the comm ssioner as
attorney ((shalkt)) constitutes service upon the broker. Service of
| egal process agai nst the broker can be had only by service upon the
conmi ssi oner.

A
v O » C v C Ci v Ci w.

{€¢y)) The appoi ntnent of the comm ssioner as attorney ((shatt—be))
is irrevocable, ((shatH)) binds any successor in interest or to the
assets or liabilities of the broker, and ((shalt)) remains in effect as
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long as there is in this state any contract made by the broker or
l[iabilities or duties arising therefrom

(( —process—against—a—broker—for—whem

asaa aYaVla M aVa' N N
- y C w v Ci C

serviece—upon—the—comrsstoner—)) (c) The service of process nust be

acconplished and processed in the manner prescribed in RCWA48. 02. 200.

(7) A broker may not use any person to performthe functions of a
provider unless such a person holds a current, valid license as a
provider, and as provided in this chapter.

Sec. 16. RCW48.110.030 and 2006 ¢ 274 s 4 are each anmended to
read as foll ows:

(1) A person nmay not act as, or offer to act as, or hold hinself 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 conm ssioner.

(2) Applicants to be a service contract provider nust nake an
application to the conm ssioner upon a form to be furnished by the
commi ssioner. The application nust include or be acconpanied by the
foll ow ng informati on and docunents:

(a) Al basic organizational docunents 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 anendnents to those docunents;
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(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 fromthe
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 statenments or other financial reports
acceptable to the comm 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)(c) to assure the faithful performance of
its obligations to service contract hol ders, then the audited financi al
statenents of the service contract provider's parent conpany nust al so
be fil ed;

(d) An application fee of tw hundred fifty dollars, which
((shalt)) nust be deposited into the general fund; and

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

(3) ((Fhe—apptecant—shal-l—appotnt—thecomi-ssioner—as—+ts—attorney

. : .| | . on. e '
A —ahy —eet——Th-s —appetntient — s —rreveoeable —and —shal-—bind —the
. g o __chaHl .

‘g | I e i . hi

bl . . I : | I g C i __ and
shaH—be processed+n—accordance—wth-REW48-05-210-)) Each registered
service contract provider nust appoint the conm ssioner as the service
contract provider's attorney to receive service of |egal process issued
against _the service contract_ provider_ in_this state upon causes_of
action_arising within this state. Service upon the conm ssioner_as
attorney constitutes effective |legal service upon the service contract
provi der.

(a) Wth_ the_ appointnent the service_ contract provider nust
designate_the_ person_to_whom the_ comm ssioner_ nust_ forward_ | ega
process so served upon himor her.

(b) The appointnent is irrevocable, binds any successor in interest
or to the assets or liabilities of the service contract provider, and
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remains in_effect for as long as there_could be any cause of action
agai nst the service contract provider arising out of any of the service
contract provider's contracts or obligations in this state.

(c) The_service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.

(4) The comm ssioner may refuse to issue a registration if the
conm 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 |license
as a service contract provider or simlar |icense 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. Aregistration
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 dol lars, which ((shalt+)) nust be deposited into the general
fund. If not so renewed, the registration expires on the June 30th
next precedi ng.

(6) A service contract provider ((shalt)) nust 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 nonth in which the change or addition occurs.

Sec. 17. RCW48.110.055 and 2006 c¢c 274 s 17 are each anended to
read as foll ows:

(1) This section applies to protection product guarantee providers.

(2) A person ((shatHt)) nust not act as, or offer to act as, or hold
hi msel f or herself out to be a protection product guarantee provider in
this state, nor may a protection product be sold to a consunmer in this
state, unless the protection product guarantee provider has:

(a) Avalidregistration as a protection product guarantee provider
i ssued by the conm ssioner; and

(b) Either denonstrated its financial responsibility or assured the
faithful performance of the protection product guarantee provider's
obligations to its protection product guarantee hol ders by insuring al
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protection product guarantees under a reinbursenent insurance policy
issued by an insurer holding a certificate of authority from the
comm ssioner or a risk retention group, as defined in 15 U S.C. Sec.
3901(a)(4), as long as that risk retention group is in full conpliance
with the federal liability risk retention act of 1986 (15 U.S.C. Sec.
3901 et seq.), is in good standing inits domciliary jurisdiction, and
properly registered with the comm ssioner under chapter 48.92 RCW The
insurance required by this subsection nust neet the follow ng
requirenents:

(1) The insurer or risk retention group nust, at the tine the
policy is filed wth the comm ssioner, and continuously thereafter,
mai ntain surplus as to policyholders and paid-in capital of at |east
fifteen mllion dollars and annually file audited financial statenents
wi th the conm ssioner; and

(i1) The comm ssioner may authorize an insurer or risk retention
group that has surplus as to policyholders and paid-in capital of |ess
than fifteen mllion dollars, but at least equal to ten mllion
dollars, to issue the insurance required by this subsection if the
insurer or risk retention group denonstrates to the satisfaction of the
comm ssioner that the conpany maintains a ratio of direct witten
prem unms, wherever witten, to surplus as to policyholders and paid-in
capital of not nore than three to one.

(3) Applicants to be a protection product guarantee provider
((shalt)) nust neke an application to the conm ssioner upon a formto
be furnished by the conm ssioner. The application ((shatHh)) nust
i ncl ude or be acconpani ed by the follow ng i nformati on and docunents:

(a) The nanes of the protection product guarantee provider's
executive officer or officers directly responsible for the protection
product guarantee provider's protection product guarantee business and
t heir biographical affidavits on a formprescri bed by the conm ssi oner;

(b) The nane, address, and tel ephone nunber of any adm nistrators
designated by the protection product guarantee provider to be
responsible for the adm ni stration of protection product guarantees in
this state;

(c) A copy of the protection product guarantee reinmbursenment
i nsurance policy or policies;

(d) A copy of each protection product guarantee the protection
product guarantee provi der proposes to use in this state;
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(e) Any other pertinent information required by the comm ssioner;
and

(f) A nonrefundabl e application fee of two hundred fifty doll ars.

(4) ((H L hall . I .. .

. : .| | . on. e '

A —ahiy —eett———Th-s —appetntient — s —rreveoeable —and —shal—bind —the
protect-on—product —guarantee—provi-der —or —afy —SHEEessor—Hn—aterest—
shaH—rematn—in—elfect—as—tongas—there—t+s—inrtorce—t+nthsstate—any
protecti-on — product — guarantee —or — any — obbH-gatton — ar-sing — therefrom
related —to —restdents —of —thts—state——and —shalk—be —processed —+n
accordance—wt+h—ROAW-48-05-210-)) Each_reqistered protection_product
guarantee_ provider nust_ appoint_ the conm ssioner _as_the protection
product gquarantee provider's attorney to receive service of |eqgal
process_issued_against the protection_ product guarantee provider_in
this state _upon causes of action arising wthin this state. Service
upon the conmi ssioner as attorney constitutes effective | egal service
upon the protection product guarantee provider.

(a) Wth the appointnent the protection product guarantee provider
nmust designate the person to whomthe comm ssioner nust forward | egal
process so served upon himor her.

(b) The appointnent is irrevocable, binds any successor in interest
or to the assets or liabilities of the protection product guarantee
provider, and remains in effect for as long as there could be any cause
of action against the protection product guarantee provider arising out
of any of the protection_ product guarantee provider's contracts_ or
obligations inthis state.

(c) The_service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.

(5) The comm ssioner may refuse to issue a registration if the
conmmi ssioner determ nes that the protection product guarantee provider,
or any individual responsible for the conduct of the affairs of the
protection product guarantee provider under subsection (3)(a) of this
section, is not conpetent, trustworthy, financially responsible, or has
had a license as a protection product guarantee provider or simlar
| i cense deni ed or revoked for cause by any state.

(6) 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 protection product guarantee provider continues in
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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 protection product guarantee provider and
paynent of a fee of two hundred fifty dollars. |If not so renewed, the
regi stration expires on the June 30th next preceding.

(7) A protection product guarantee provider ((shak)) nust keep
current the information required to be disclosed in its registration
under this section by reporting all material changes or additions
wWithin thirty days after the end of the nonth in which the change or
addi tion occurs.

Sec. 18. RCW48. 155.020 and 2010 ¢ 27 s 6 are each anended to read
as follows:

(1) Before conducting discount plan business to which this chapter
applies, a person nust obtain a license from the comm ssioner to
operate as a discount plan organi zati on.

(2) Except as provided in subsection ((£3})) (4) of this section,
each application for a Ilicense to operate as a discount plan
or gani zati on:

(a) Must be in a form prescribed by the conm ssioner and verified
by an officer or authorized representative of the applicant; and

(b) Mist denonstrate, set forth, or be acconpanied by the
fol | ow ng:

(i) The two hundred fifty dollar application fee, which nust be
deposited into the general fund,

(1i) A copy of the organization docunents of the applicant, such as
the articles of incorporation, including all anmendnents;

(ti1) A copy of the applicant's bylaws or other enabling docunents
t hat establish organizational structure;

(tv) The applicant's federal identification nunber, business
address, and nuiling address;
(v)(A) A list of nanes, addresses, official positions, and

bi ographical information of the individuals who are responsible for
conducting the applicant's affairs, including all nenbers of the board
of directors, board of trustees, executive commttee, or other
governing board or commttee, the officers, contracted managenent
conpany personnel, and any person or entity owning or having the right
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to acquire ten percent or nore of the voting securities of the
applicant; and

(B) A disclosure in the listing of the extent and nature of any
contracts or arrangenents between any individual who is responsible for
conducting the applicant's affairs and the di scount plan organization,
including all possible conflicts of interest;

(vi) A conplete biographical statenment, on fornms prescribed by the
comm ssioner, wth respect to each individual identified under (b)(v)
of this subsection;

(vit) A statenent generally describing the applicant, its
facilities and personnel, and the health care services for which a
di scount wi Il be rmade avail abl e under the di scount plan;

(viii) A copy of the form of all contracts nmade or to be nade
between the applicant and any health care providers or health care
provi der networks regarding the provision of health care services to
menbers and di scounts to be nmade avail abl e to nenbers;

(ix) A copy of the formof any contract made or arrangenent to be
made between the applicant and any individual listed in (b)(v) of this
subsecti on;

(x) Alist identifying by nanme, address, telephone nunber, and e-
mai | address all persons who will narket each discount plan offered by
t he applicant. If the person who will market a discount plan is an
entity, only the entity nust be identified. This list nust be
mai ntai ned and updated wthin sixty days of any change in the
information. An updated |list nust be sent to the comm ssioner as part
of the discount plan organization's renewal application under (b)(vii)
of this subsection;

(xi) A copy of the formof any contract nade or to be nmade between
the applicant and any person, corporation, partnership, or other entity
for the performance on the applicant's behalf of any function,
i ncl udi ng marketing, adm nistration, enroll ment, and subcontracting for
the provision of health care services to nenbers and discounts to be
made avail abl e to nenbers;

(xii) A copy of the applicant's nost recent financial statenents
audited by an independent certified public accountant, except that,
subject to the approval of the conm ssioner, an applicant that is an
affiliate of a parent entity that is publicly traded and that prepares
audited financial statenments reflecting the consolidated operations of
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the parent entity may submt the audited financial statenment of the
parent entity and a witten guaranty that the mninmum capital
requi rements required under RCW 48.155.030 will be met by the parent
entity instead of the audited financial statenment of the applicant;

(xiti) A description of the proposed nethods of marketing
including, but not limted to, describing the use of marketers, use of
the internet, sales by telephone, electronic mail, or facsimle
machi ne, and use of sal espersons to market the discount plan benefits;

(xiv) A description of the nenber conplaint procedures which nust
be established and mai ntai ned by the applicant;

(xv) 1f_ domciled in_this state, the nanme and address of the
applicant's Washi ngton statutory agent for service of process, notice,
or demand ((er—+f-—not—doemecitedin-—thts state—a-—power—of attoerney
dy—executed tHhe—appH-cant——appotnating—the—comm-ssioner—and—dulby

' )); and

(xvi) Any other information the conm ssioner may reasonably
require

(3)(a) If the applicant _is not domiciled in_this state, the

applicant rnust appoint the conmissioner as the discount plan
organi zation's_ attorney to receive_ service of l|egal process_issued
agai nst the discount plan organization in this state upon causes of
action_arising within this state. Service upon the conm ssioner_as
attorney constitutes effective legal service upon the discount_ plan
or gani zati on.

(b) Wth the appointnment the discount plan_ organization rmnust
designate by nane, e-mail address, and_address the person to whom the
comm ssioner nust forward | egal process so served upon himor her. The
di scount _plan_organization_may_ change_the_ person_by filing a_new
desi gnation

(c) The discount plan_ organi zation nust keep the designation,
address, and e-nmail address filed with the conm ssioner current.

(d) The appointnent is irrevocable, binds any successor in interest
or to the assets or liabilities of the discount plan organization, and
remains in_effect for as long as there could be any cause of action
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agai nst the discount plan organization arising out of the discount plan
organi zation's transactions inthis state.

(e) The service of process_nust be acconplished_and processed in
the manner prescribed under RCWA48. 02. 200.

(4)(a) Upon application to and approval by the comm ssioner and
paynment of the applicable fees, a discount plan organization that holds
a current license or other form of authority from another state to
operate as a discount plan organization, at the conm ssioner's
di scretion, may not be required to submt the information required
under subsection (2) of this section in order to obtain a |Iicense under
this section if the commssioner is satisfied that the other state's
requi renents, at a mninum are equivalent to those required under
subsection (2) of this section or the comm ssioner is satisfied that
the other state's requirenents are sufficient to protect the interests
of the residents of this state.

(b) Whenever the discount plan organization loses its |icense or
other form of authority in that other state to operate as a di scount
pl an organi zation, or is the subject of any disciplinary adm nistrative
proceeding related to the organi zation's operating as a discount plan
organi zation in that other state, the discount plan organization nust
i mredi ately notify the conm ssioner.

((4))) (5) After the receipt of an application filed under
subsection (2) or ((£3))) (4) of this section, the conm ssioner nust
review the application and notify the applicant of any deficiencies in
t he application.

((65))) (B6)(a) Wthin ninety days after the date of receipt of a
conpl eted application, the conm ssioner mnust:

(i) Issue a license if the commssioner is satisfied that the
appl i cant has net the foll ow ng:

(A) The applicant has fulfilled the requirenents of this section
and the mninumcapital requirenents in accordance with RCW48. 155. 030;
and

(B) The persons who own, control, and manage the applicant are
conpetent and trustworthy and possess manageri al experience that would
make the proposed operation of the discount plan organization
beneficial to discount plan nenbers; or

(1i) D sapprove the application and state the grounds for
di sapproval .
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(b) I'n making a determ nation under (a) of this subsection, the
conmi ssioner may consider, for exanple, whether the applicant or an
officer or manager of the applicant: (1) Is not financially
responsi ble; (ii) does not have adequate expertise or experience to
operate a nedical discount plan organization; or (iii) is not of good
character. Anong the factors that the comm ssioner may consider in
maki ng the determ nation is whether the applicant or an affiliate or a
busi ness fornerly owned or namnaged by the applicant or an officer or
manager of the applicant has had a previous application for a |icense,
or other authority, to operate as any entity regulated by the
comm ssi oner deni ed, revoked, suspended, or term nated for cause, or is
under investigation for or has been found in violation of a statute or
regul ation in another jurisdiction within the previous five years.

((66))) (7) Prior to licensure by the conm ssioner, each discount
pl an organi zation nust establish an internet web site in order to
conformto the requirenments of RCW48. 155. 070( 2).

((6H)) (8)(a) Alicense is effective for up to one year, unless
prior to its expiration the license is renewed in accordance with this
subsection or suspended or revoked in accordance wth subsection
((68))) (9) of this section. Licenses issued or renewed on or after
July 1, 2010, will be subject to renewal annually on July 1st. If not
so renewed, the license will automatically expire on the renewal date.

(b) At least ninety days before a |icense expires, the discount
pl an organi zati on nust submt:

(1) Arenewal application form and

(ii) A two hundred dollar renewal application fee for deposit into
t he general fund.

(c) The conm ssioner nust renew the |icense of each hol der that
nmeets the requirenments of this chapter and pays the appropriate renewal
fee required.

((68))) (9)(a) The conmm ssioner may suspend the authority of a
di scount plan organization to enroll new nenbers or refuse to renew or
revoke a di scount plan organization's license if the conmm ssioner finds
that any of the follow ng conditions exist:

(1) The discount plan organization is not operating in conpliance
with this chapter

(11) The discount plan organi zation does not have the m ni num net
worth as requi red under RCW48. 155. 030;
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(ti1) The discount plan organization has adverti sed, nerchandi sed,
or attenpted to nerchandise its services in such a manner as to
m srepresent its services or capacity for service or has engaged in
deceptive, msleading, or unfair practices wiwth respect to adverti sing
or merchandi si ng;

(tv) The discount plan organization is not fulfilling 1its
obligations as a di scount plan organi zation; or

(v) The continued operation of the discount plan organi zati on woul d
be hazardous to its nenbers.

(b) If the comm ssioner has cause to believe that grounds for the
nonrenewal , suspension, or revocation of a |license exists, the
comm ssioner nust notify the discount plan organization in witing
specifically stating the grounds for the refusal to renew or suspension
or revocation and may al so pursue a hearing on the matter under chapter
48. 04 RCW

(c) Wien the license of a discount plan organization is nonrenewed,
surrender ed, or revoked, the discount plan organization nust
i medi ately upon the effective date of the order of revocation or, in
the case of a nonrenewal, the date of expiration of the |icense, stop
any further advertising, solicitation, collecting of fees, or renewal
of contracts, and proceed to wind up its affairs transacted under the
license.

(d) (i) Wen the conm ssioner suspends a discount pl an
organi zation's authority to enroll new nenbers, the suspension order
must specify the period during which the suspension is to be in effect
and the conditions, if any, that nust be nmet by the discount plan
organi zation prior to reinstatenent of its |license to enroll nenbers.

(i1) The comm ssioner may rescind or nodify the order of suspension
prior to the expiration of the suspension period.

(iii) The license of a discount plan organization my not be
reinstated unless requested by the discount plan organization. The
comm ssioner may not grant the request for reinstatenent if the
comm ssioner finds that the circunstances for which the suspension
occurred still exist or are likely to recur.

((69Y)) (10) Each licensed di scount plan organization nust notify
t he conm ssi oner i medi ately whenever the discount plan organization's
license, or other form of authority to operate as a discount plan
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organi zation in another state, is suspended, revoked, or nonrenewed in
that state.

((28))) (11) A health care provider who provides discounts to his
or her own patients without any cost or fee of any kind to the patient
is not required to obtain and maintain a |icense under this chapter as
a di scount plan organi zati on.

NEW_ SECTION. Sec. 19. RCW 48.05.210 (Service of process--
Procedure) and 2009 ¢ 549 s 7018, 1981 ¢ 339 s 3, & 1947 ¢c 79 s .05.21
are each repeal ed.

Passed by the Senate February 18, 2011.

Passed by the House April 1, 2011.

Approved by the Governor April 13, 2011.

Filed in Ofice of Secretary of State April 13, 2011.
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