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Title 48
INSURANCE

Initial provisions.

Insurance commissioner.

Examinations.

Hearings and appeals.

Insurers—General requirements.

Organization of domestic insurers.

Domestic insurers—Powers.

Domestic stock insurers.

Mutual insurers.

Reciprocal insurers.

Insuring powers.

Assets and liabilities.

Investments.

Fees and taxes.

Unauthorized insurers.

Deposits of insurers.

Agents, brokers, solicitors, and adjusters.

The insurance contract.

Variable contract act.

Rates.

Disability insurance.

Group and blanket disability insurance.

Disability insurance—Extended health.

Casualty insurance. :

Life insurance and annuities.

Group life and annuities.

Industrial life insurance.

Life insurance—Profit-sharing, charter,
founders, and coupon policies.

Marine and transportation insurance (Re-
served).

Property insurance.

Surety insurance.

Title insurers.

Unfair practices and frauds.

Insurance fraud.

Mergers, rehabilitation, liquidation.

Insurer holding company act.

Washington insurance guaranty association
act.

Washington life and disability insurance
guaranty association act.

Credit life insurance and credit accident and
health insurance.

Alien insurers.

Fraternal benefit societies.

Charitable gift annuity business.

Health insurance coverage access act.

Personal coverage, general authority.

Insurance reform.

Health care services.

Rural health care.

48.46 Health maintenance organizations.

48.48 State fire protection.

48.50 Insurance fraud reporting immunity act.

48.53 Fire insurance—Arson fraud reduction.

48.56 Insurance premium finance company act.

48.58 Riot reinsurance reimbursement.

48.62 Local government insurance transactions.

48.66 Medicare supplemental health insurance act.

48.68 Health care savings account act.

48.70 Specified Disease Insurance Act.

48.74 Standard valuation law.

48.76 Standard nonforfeiture law for life insur-
ance.

48.80 Health care false claim act.

48.84 Long-term care insurance act.

48.85 Washington long-term care partnership.

48.87 Midwives and birthing centers—Joint un-
derwriting association.

48.88 Day care services—Joint underwriting associ-
ation.

48.90 Day care centers—Self-insurance.

48.92 Liability risk retention.

48.94 Reinsurance Intermediary Act.

48.96 Motor vehicle service contracts.

48.97 Broker-controlled property and casualty
insurer act.

48.98 Managing General Agents Act.

48.99 Uniform Insurers Liquidation Act.

48.102  Viatical settlements.

Administrative Procedure Act: Chapter 34.05 RCW.

Agents
exemption from unemployment compensation: RCW 50.04.230.
savings banks as: RCW 32.08.140, 32.08.160.
state banks as: RCW 30.08.140.

Children, expectant mothers, developmentally disabled, fire protection for
agencies providing for, duties of chief of the Washington state patrol:
RCW 74.15.050.

Consumer Protection Act: RCW 19.86.170.
Corporate seals, effect of absence from instrument: RCW 64.04.105.

Employee bénefit plans
payment as discharge: RCW 49.64.030.
when private utility acquired: RCW 54.04.130.

False arrest insurance for city and county law enforcement personnel:
RCW 35.23.460, 36.16.130.

False fire alarms, crime: RCW 9.40.100.

Federal bonds and notes as investment or collateral: Chapter 39.60 RCW.
Financial responsibility law: Chapter 46.29 RCW.

Fire protection district personnel—Group life insurance: RCW 52.12.031.
Fireworks: Chapter 70.77 RCW.

Funeral service contracts: RCW 18.39.240 through 18.39.360.

General agents, fire, casualty, business and occupation tax: RCW
82.04.280. ’

Group insurance for public employees
counties: RCW 36.32.400.
fire protection districts: RCW 52.12.031.
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irrigation districts: RCW 87.03.160.

port districts: RCW 53.08.170.

public employees generally: Chapter 41.04 RCW.
public utility districts: RCW 54.04.050.

schools and colleges: RCW 28A.400.350, 28B.10.660.
state employees: Chapter 41.04 RCW.

Washington state patrol: RCW 48.24.090.

Insurance proceeds on lost, stolen, or destroyed property, exempt from
execution: RCW 6.15.030.

Liability insurance for officials and employees
cities: RCW 35.21.205.
fire districts: RCW 52.12.071.
irrigation districts: RCW 87.03.162.
port districts: RCW 53.08.205.
public utility districts: RCW 54.16.095.
school districts: RCW 28A.400.360.
towns: RCW 35.21.205.
water-sewer districts: RCW 57.08.105.

Lien of employees for contribution to benefit plans: Chapter 60.76 RCW.

Malpractice insurance for retired physicians providing health care services:
RCW 43.70460.

_ Master license system exemption: RCW 19.02.800.

Motor vehicles, financial responsibility: Chapter 46.29 RCW.

Nonadmitted foreign corporations—Powers relative to secured interests:
Chapter 23B.18 RCW.

Officers, employees, etc.
of institutions of higher education and educational boards, insurance to
protect and hold personally harmless: RCW 28B.10.840, 28B.10.844.
of school districts or educational service districts, insurance to protect
and hold personally harmless: RCW 28A.320.060.

Parents—Children
actions by parents for death or injury to child: RCW 4.24.010.
liability of parents for malicious destruction of property by child: RCW
4.24.190.
Pesticide applicators—Surety bond, liability insurance: Chapter 17.21
RCW.
Principal and Income Act: Chapter 11.104 RCW.
Schools and colleges, employee insurance programs: RCW 28A.400.350,
28B.10.660.
Sureties—Release of, from liability upon bonds: RCW 19.72.109,
19.72.110, 19.72.130.

Taxation
business and occupation tax
fraternal benefit society exemption: RCW 82.04.370.
insurance exemption: RCW 82.04.320.
personal property tax—Insurer liable for where insured premises de-
stroyed by fire: RCW 84.56.220.

Trusts for employee benefits, duration: Chapter 49.64 RCW.
Urban renewal: Chapter 3581 RCW.
Washington Principal and Income Act: Chapter 11.104 RCW.

Chapter 48.01
INITIAL PROVISIONS

Sections

48.01.010  Short title.

48.01.020 Scope of code.

48.01.030 Public interest.

48.01.035 "Developmental disability" defined.
48.01.040 "Insurance” defined.

48.01.050 "Insurer" defined.

48.01.053  "Issuer” defined.

48.01.060 “Insurance transaction” defined.
48.01.070 "Person” defined.

48.01.080 Penalties.

48.01.090 Severability—1947 c 79.
48.01.100 Existing officers.

48.01.110 Existing licenses.

48.01.120  Existing insurance forms.

[Title 48 RCW—page 2]

Title 48 RCW: Insurance

48.01.130  Existing actions, violations.

48.01.140  Headings. .

48.01.150 Particular provisions prevail.

48.01.160 Repealed acts not revived.

48.01.170  Effective date—1947 c 79.

48.01.180 Adopted children—Insurance coverage.

48.01.190 Immunity from civil liability.

48.01.220 Mental health regional support networks—Limited exemp-

tion.

48.01.230 Eligibility for coverage or making payments may not be
contingent on eligibility for medical assistance.
48.01.235  Enrollment of a child under the health plan of the child’s

parent—Requirements—Restrictions.

48.01.010 Short title. Title 48 RCW constitutes the
insurance code. [1975 1st ex.s.c 266 § 2; 1947 c 79 §
.01.01; Rem. Supp. 1947 § 45.01.01.]

Severability—1975 1st ex.s. ¢ 266: "If any provision of this 1975
amendatory act, or its application to any person or circumstance is held
invalid, the remainder of the act or the application of the provision to other
persons or circumstances is not affected.” [1975 Ist ex.s. ¢ 266 § 21.]

48.01.020 Scope of code. All insurance and insurance
transactions in this state, or affecting subjects located wholly
or in part or to be performed within this state, and all
persons having to do therewith are governed by this code.
(1947 ¢ 79 § .01.02; Rem. Supp. 1947 § 45.01.02.]

48.01.030 Public interest. The business of insurance
is one affected by the public interest, requiring that all
persons be actuated by good faith, abstain from deception,
and practice honesty and equity in all insurance matters.
Upon the insurer, the insured, their providers, and their
representatives rests the duty of preserving inviolate the
integrity of insurance. [1995 c 285 § 16; 1947 ¢ 79 §
.01.03; Rem. Supp. 1947 § 45.01.03.]

Effective date—1995 ¢ 285: See RCW 48.30A.900.

48.01.035 '"Developmental disability'' defined. The
term "developmental disability" as used in this title means a
disability attributable to mental retardation, cerebral palsy,
epilepsy, autism, or another neurological condition closely
related to mental retardation or to require treatment similar
to that required for mentally retarded individuals, which dis-
ability originates before such individual attains age eighteen,
which has continued or can be expected to continue indefi-
nitely, and which constitutes a substantial handicap to such
individual. [1985 c 264 § 1.]

48.01.040 '"Insurance'" defined. Insurance is a
contract whereby one undertakes to indemnify another or pay
a specified amount upon determinable contingencies. [1947
¢ 79 § .01.04; Rem. Supp. 1947 § 45.01.04.]

48.01.050 "Insurer" defined. "Insurer" as used in
this code includes every person engaged in the business of
making contracts of insurance, other than a fraternal benefit
society. A reciprocal or interinsurance exchange is an "in-
surer” as used in this code. Two or more hospitals, as
defined in *RCW 70.39.020(3), which join and organize as
a mutual corporation pursuant to chapter 24.06 RCW for the
purpose of insuring or self-insuring against liability claims,
including medical liability, through a contributing trust fund

(1996 Ed.)



Initial Provisions

shall not be deemed an "insurer" under this code. Two or
more local governmental entities, as defined in **RCW
48.62.020, which pursuant to *RCW 48.62.040,
**48.62.035, or any other provision of law join together and
organize to form an organization for the purpose of jointly
self-insuring or self-funding shall not be deemed an "insurer”
under this code. Two or more persons engaged in the
business of commercial fishing who enter into an arrange-
ment with other such persons for the pooling of funds to pay
claims or losses arising out of loss or damage to a vessel or
machinery used in the business of commercial fishing and
owned by a member of the pool shall not be deemed an
"insurer” under this code. [1990c 130 § 1; 1985 ¢ 277 § 9;
1979 ex.s. ¢ 256 § 13; 1975-°76 2nd ex.s. c 13 § 1; 1947 ¢
79 § .01.05; Rem. Supp. 1947 § 45.01.05.]

Reviser’s note: *(1) RCW 70.39.020 was repealed by 1982 c 223 §
10, effective June 30, 1990.

**(2) RCW 48.62.020, 48.62.040, and 48.62.035 were repealed by
1991 sp.s. ¢ 30 § 33, effective January 1, 1992.

Retrospective application—1985 c¢ 277: "This act applies retrospec-
tively to group self-funded plans formed on or after January 1, 1983."
[1985 c 277 § 10.] For codification of "this act" [1985 c 277], see
Codification Tables, Volume 0.
lien” insurers defined: RCW 48.05.010.
Merger, rehabilitation, liquidation situations—"Insurer” deﬁ}:ed: RCW

48.31.020, 48.99.010.

"Reciprocal insurance, insurer” defined: RCW 48.10.010, 48.10.020.

"Domestic," "foreign,” "a

48.01.053 '"Issuer' defined. "Issuer" as used in this
title and chapter 26.18 RCW means insurer, fraternal benefit
society, certified health plan, health maintenance organiza-
tion, and health care service contractor. [1995 ¢ 34 § 1.]

48.01.060 'Insurance transaction' defined. "Insur-
ance transaction” includes any:

(1) Solicitation.

(2) Negotiations preliminary to execution.

(3) Execution of an insurance contract.

(4) Transaction of matters subsequent to execution of
the contract and arising out of it.

(5) Insuring. [1947 ¢ 79 § .01.06; Rem. Supp. 1947 §
45.01.06.]

48.01.070 '"Person" defined. "Person” means any
individual, company, insurer, association, organization,
reciprocal or interinsurance exchange, partnership, business
trust, or corporation. [1947 ¢ 79 § .01.07; Rem. Supp. 1947
§ 45.01.07.]

48.01.080 Penalties. Violation of any provision of
this code is punishable by a fine of not less than ten dollars
nor more than one thousand dollars, or by imprisonment for
not more than one year, or both fine and imprisonment, in
addition to any other penalty or forfeiture provided herein or
otherwise by law. [1947 ¢ 79 § .01.08; Rem. Supp. 1947 §
45.01.08.]

48.01.090 Severability—1947 ¢ 79. If any provision
of this code or the application thereof to any circumstance is
held invalid, the remainder of the code, or the application of
the provision to other circumstances, is not affected thereby.
[1947 ¢ 79 § .01.09; Rem. Supp. 1947 § 45.01.09.]
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48.01.100 Existing officers. Continuation by this
code of any office existing under any act repealed herein
preserves the tenure of the individual holding the office at
the effective date of this code. [1947 ¢ 79 § .01.10; Rem.
Supp. 1947 § 45.01.10.]

48.01.110 Existing licenses. Every license or certifi-
cate of authority in force immediately prior to the effective
date of this code and existing under any act herein repealed
is valid until its original expiration date, unless earlier
terminated in accordance with this code. [1947 c 79 §
.01.11; Rem. Supp. 1947 § 45.01.11.]

48.01.120 Existing insurance forms. Every form of
insurance document in use at the effective date of this code
in accordance with the commissioner’s approval pursuant to
any act herein repealed, may continue to be so used unless
the commissioner otherwise prescribes in accordance with
this code. [1947 ¢ 79 § .01.12; Rem. Supp. 1947 §
45.01.12]

48.01.130 Existing actions, violations. No action or
proceeding commenced, and no violation of law existing,
under any act herein repealed is affected by the repeal, but
all procedure hereafter taken in reference thereto shall
conform to this code as far as possible. [1947 ¢ 79 § .01.13;
Rem. Supp. 1947 § 45.01.13]

48.01.140 Headings. The meaning or scope of any
provision is not affected by chapter, section, or paragraph
headings. [1947 c 79 § .01.14; Rem. Supp. 1947 §
45.01.14.]

48.01.150 Particular provisions prevail. Provisions
of this code relating to a particular kind of insurance or a
particular type of insurer or to a particular matter prevail
over provisions relating to insurance in general or insurers in
general or to such matter in general. [1947 ¢ 79 § .01.15;
Rem. Supp. 1947 § 45.01.15.]

48.01.160 Repealed acts not revived. Repeal by this
code of any act shall not revive any law heretofore repealed
or superseded. [1947 c 79 § .01.16; Rem. Supp. 1947 §
45.01.16.]

48.01.170 Effective date—1947 ¢ 79. This code shall
become effective on the first day of October, 1947. [1947
¢ 79 § .01.17; Rem. Supp. 1947 § 45.01.17.]

48.01.180 Adopted children—Insurance coverage.
(1) A child of an insured, subscriber, or enrollee shall be
considered a dependent child for insurance purposes under
this title upon assumption by the insured, subscriber, or
enrollee of a legal obligation for total or partial support of a
child in anticipation of adoption of the child. Upon the
termination of such legal obligations, the child shall not be
considered a dependent child for insurance purposes.

(2) Every policy or contract providing coverage for
health benefits to a resident of this state shall provide
coverage for dependent children placed for adoption under

[Title 48 RCW—page 3]



48.01.180

the same terms and conditions as apply to the natural,
dependent children of the insured, subscriber, or enrollee
whether or not the adoption has become final.

(3) No policy or contract may restrict coverage of any
dependent child adopted by, or placed for adoption with, an
insured, subscriber, or enrollee solely on the basis of a
preexisting condition of the child at the time that the child
would otherwise become eligible for coverage under the plan
if the adoption or placement for adoption occurs while the
insured, subscriber, or enrollee is eligible for coverage under
the plan. [1995 c 34 § 4; 1986 c 140 § 1.]

Effective date, application—1986 ¢ 140: "This act shall take effect

January 1, 1987, and shall apply to all contracts or agreements issued,
renewed, or delivered on or after January 1, 1987." [1986 c 140 § 6.]

Severability—1986 ¢ 140: "If any provision of this act or its
application to any person or circumstance is held invalid, the remainder of
the act or the application of the provision to other persons or circumstances
is not affected.” (1986 c 140 § 7.]

48.01.190 Immunity from civil liability. (1) Any
person who files reports, or furnishes other information,
required under Title 48 RCW, required by the commissioner
under authority granted by Title 48 RCW, useful to the
commissioner in the administration of Title 48 RCW, or
furnished to the National Association of Insurance Commis-
sioners at the request of the commissioner or pursuant to
Title 48 RCW, shall be immune from liability in any civil
action or suit arising from the filing of any such report or
furnishing such information to the commissioner or the
National Association of Insurance Commissioners, unless
actual malice, fraud, or bad faith is shown.

(2) The commissioner and the National Association of
Insurance Commissioners, and the agents and employees of
each, are immune from liability in any civil action or suit
arising from the publication of any report or bulletin or dis-
semination of information related to the official activities of
the commissioner or the National Association of Insurance
Commissioners, unless actual malice, fraud, or bad faith is
shown.

(3) Any licensee under chapter 48.17 RCW and any
trade association of the licensees under chapter 48.15 RCW,
and any officer, director, employee, agent, or committee of
the licensee or association who furnishes information to or
for the commissioner or to or for the association regarding
unauthorized insurers or regarding attempts by any person to
place or actual placement by any person of business with the
insurers, whether in compliance with chapter 48.15 RCW or
not, shall be immune from each and every kind of liability
in any civil action or suit arising in whole or in part from
the information or from the furnishing of the information.

(4) The immunity granted by this section is in addition
to any common law or statutory privilege or immunity
enjoyed by such person, and nothing in this section is
intended to abrogate or modify in any way such common
law or statutory privilege or immunity. [1995c 10 § I;
1987 ¢ 51 § 1.]

48.01.220 Mental health regional support net-
works—Limited exemption. The activities and operations
of mental health regional support networks, to the extent
they pertain to the operation of a medical assistance man-
aged care system in accordance with chapters 71.24 and
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74.09 RCW, are exempt from the requirements of this title.
[1993 c 462 § 104.]

Severability—Implementation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

48.01.230 Eligibility for coverage or making
payments may not be contingent on eligibility for medical
assistance. An issuer and an employee welfare benefit plan,
whether insured or self funded, as defined in the employee
retirement income security act of 1974, 29 U.S.C. Sec. 1101
et seq. may not consider the availability of eligibility for
medical assistance in this state under medical assistance,
RCW 74.09.500, or any other state under 42 U.S.C. Sec.
13964, section 1902 of the social security act, in considering
eligibility for coverage or making payments under its plan
for eligible enrollees, subscribers, policyholders, or certifi-
cate holders. [1995 c 34 § 2.]

48.01.235 Enrollment of a child under the health
plan of the child’s parent—Requirements—Restrictions.
(1) An issuer and an employee welfare benefit plan, whether
insured or self funded, as defined in the employee retirement
income security act of 1974, 29 U.S.C. Sec. 1101 et seq.
may not deny enrollment of a child under the health plan of
the child’s parent on the grounds that:

(a) The child was born out of wedlock;

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

(c) The child does not reside with the parent or in the
issuer’s, or insured or self funded employee welfare benefit
plan’s service area.

(2) Where a child has health coverage through an issuer,
or an insured or self funded employee welfare benefit plan
of a noncustodial parent[,] the issuer, or insured or self
funded employee welfare benefit plan, shall:

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

(b) Permit the provider or the custodial parent to submit
claims for covered services without the approval of the
noncustodial parent. If the provider submits the claim, the
provider will obtain the custodial parent’s assignment of
insurance benefits or otherwise secure the custodial parent’s
approval.

For purposes of this subsection the department of social
and health services as the state medicaid agency under RCW
74.09.500 may reassign medical insurance rights to the
provider for custodial parents whose children are eligible for
services under RCW 74.09.500; and

(c) Make payments on claims submitted in accordance
with (b) of this subsection directly to the custodial parent, to
the provider, or to the department of social and health
services as the state medicaid agency under RCW 74.09.500.

(3) Where a child does not reside in the issuer’s service
area, an issuer shall cover no less than urgent and emergent
care. Where the issuer offers broader coverage, whether by
policy or reciprocal agreement, the issuer shall provide such
coverage to any child otherwise covered that does not reside
in the issuer’s service area.

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

(a) Permit the parent to enroll, under the family cover-
age, a child who is otherwise eligible for the coverage
without regard to any enrollment season restrictions;

(b) Enroll the child under family coverage upon applica-
tion of the child’s other parent, department of social and
health services as the state medicaid agency under RCW
74.09.500, or child support enforcement program as defined
under *RCW 26.18.170, if the parent is enrolled but fails to
make application to obtain coverage for such child; and

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

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

(ii) The child is or will be enrolled in comparable health
coverage through another issuer, or insured or self funded
employee welfare benefit plan, which will take effect not
later than the effective date of disenrollment.

(5) An issuer, or insured or self funded employee
welfare benefit plan, that has been assigned the rights of an
individual eligible for medical assistance under medicaid and
coverage for health benefits from the issuer, or insured or
self funded employee welfare benefit plan, may not impose
requirements on the department of social and health services
that are different from requirements applicable to an agent or
assignee of any other individual so covered. [1995 c 34 §
3]

*Reviser’s note: "Child support enforcement program” is not defined

in RCW 26.18.170. See chapter 26.18 RCW for child support enforcement
generally.

Chapter 48.02
INSURANCE COMMISSIONER

Sections
48.02.010 Insurance commissioner.
48.02.020 Term of office.

48.02.030 Bond.
48.02.050  Seal.

48.02.060 General powers and duties.

48.02.080 Enforcement.

48.02.090 Deputies—Employees.

48.02.100 Commissioner may delegate authority.

48.02.110  Office.

48.02.120 Records.

48.02.130 Certificates—Copies—Evidentiary effect.

48.02.140 Interstate cooperation.

48.02.150  Supplies—"Convention blanks."

48.02.160  Special duties.

48.02.170  Annual report.

48.02.180  Publication of insurance code and related statutes, manuals,
. etc.—Distribution—Sale.

48.02.190  Operating costs of office—Insurance commissioner’s regula-

tory account—Contributions by insurance organizations,
fees.

Commissioner to prepare annuity tables for calculation of reserve fund in
cases of death or permanent disability under workers’ compensation:
RCW 51.44.070.

Public bodies may retain collection agencies to collect public debts: RCW
19.16.500.

Salary of insurance commissioner: RCW 43.03.010.
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48.02.010 Insurance commissioner. (1) There shall
be an insurance commissioner of this state who shall be
elected at the time and in the manner that other state officers
are elected.

(2) The commissioner in office at the effective date of
this code shall continue in office for the remainder of the
term for which he was elected and until his successor is duly
elected and qualified.

(3) "Commissioner,” where used in this code, means the
insurance commissioner of this state. [1947 ¢ 79 § .02.01;
Rem. Supp. 1947 § 45.02.01.]

48.02.020 Term of office. The term of office of the
commissioner shall be four years, commencing on the
Wednesday after the second Monday in January after his
election. [1947 ¢ 79 § .02.02; Rem. Supp. 1947 § 45.02.02]

48.02.030 Bond. Before entering upon his duties the
commissioner shall execute a bond to the state in the sum of
twenty-five thousand dollars, to be approved by the state
treasurer and the attorney general, conditioned upon the
faithful performance of the duties of his office. [1947 ¢ 79
§ .02.03; Rem. Supp. 1947 § 45.02.03.]

48.02.050 Seal. The official seal of the commissioner
shall be a vignette of George Washington, with the words
"Insurance Commissioner, State of Washington" surrounding
the vignette. [1947 ¢ 79 § .02.05; Rem. Supp. 1947 §
45.02.05.]

48.02.060 General powers and duties. (1) The
commissioner shall have the authority expressly conferred
upon him by or reasonably implied from the provisions of
this code.

(2) The commissioner shall execute his duties and shall
enforce the provisions of this code.

(3) The commissioner may:

(a) Make reasonable rules and regulations for effectuat-
ing.any provision of this code, except those relating to his
election, qualifications, or compensation. No such rules and
regulations shall be effective prior to their being filed for
public inspection in the commissioner’s office.

(b) Conduct investigations to determine whether any
person has violated any provision of this code.

(c) Conduct examinations, investigations, hearings, in
addition to those specifically provided for, useful and proper
for the efficient administration of any provision of this code.
[1947 c 79 § .02.06; Rem. Supp. 1947 § 45.02.06.]

48.02.080 Enforcement. (1) The commissioner may
prosecute an action in any court of competent jurisdiction to
enforce any order made by him pursuant to any provision of
this code.

(2) If the commissioner has cause to believe that any
person has violated.any penal provision of this code or of
other laws relating to insurance he shall certify the facts of
the violation to the public prosecutor of the jurisdiction in
which the offense was committed.

(3) If the commissioner has cause to believe that any
person is violating or is about to violate any provision of this
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code or any regulation or order of the commissioner, he
may:

(a) issue a cease and desist order; and/or

(b) bring an action in any court of competent jurisdic-
tion to enjoin the person from continuing the violation or
doing any action in furtherance thereof.

(4) The attorney general and the several prosecuting
attorneys throughout the state shall prosecute or defend all
proceedings brought pursuant to the provisions of this code
when requested by the commissioner. [1967 ¢ 150 § 1;
1947 ¢ 79 § .02.08; Rem. Supp. 1947 § 45.02.08.]

48.02.090 Deputies—Employees. (1) The commis-
sioner may appoint a chief deputy commissioner, who shall
have power to perform any act or duty conferred upon the
commissioner. The chief deputy commissioner shall take
and subscribe the same oath of office as the commissioner,
which oath shall be endorsed upon the certificate of his
appointment and filed in the office of the secretary of state.

(2) The commissioner may appoint additional deputy
commissioners for such purposes as he may designate.

(3) The commissioner shall be responsible for the
official acts of his deputies, and may revoke at will the
appointment of any deputy. ’

(4) The commissioner may employ examiners, and such
actuarial, technical, and administrative assistants and clerks
as he may need for proper discharge of his duties.

(5) The commissioner, or any deputy or employee of the
commissioner, shall not be interested, directly or indirectly,
in any insurer except as a policyholder; except, that as to
such matters wherein a conflict of interests does not exist on
the part of any such person, the commissioner may employ
insurance actuaries or other technicians who are independent-
ly practicing their professions even though such persons are
similarly employed by insurers.

(6) The commissioner may require any deputy or
employee to be bonded as he shall deem proper but not to
exceed in amount the sum of twenty-five thousand dollars.
The cost of any such bond shall be borne by the state.
[1949 c 190 § 1; 1947 c 79 § .02.09; Rem. Supp. 1949 §
45.02.09.]

48.02.100 Commissioner may delegate authority.
Any power or duty vested in the commissioner by any
provision of this code may be exercised or discharged by
any deputy, assistant, examiner, or employee of the commis-
sioner acting in his name and by his authority. [1947 c 79
§ .02.10; Rem. Supp. 1947 § 45.02.10.]

48.02.110 Office. The commissioner shall have an
office at the state capital, and may maintain such offices
elsewhere in this state as he may deem necessary. [1947 c
79 § .02.11; Rem. Supp. 1947 § 45.02.11.]

48.02.120 Records. (1) The commissioner shall
preserve in permanent form records of his or her proceed-
ings, hearings, investigations, and examinations, and shall
file such records in his or her office.

(2) The records of the commissioner and insurance
filings in his or her office shall be open to public inspection,
except as otherwise provided by this code.
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(3) Actuarial formulas, statistics, and assumptions
submitted in support of a rate or form filing by an insurer,
health care service contractor, or health maintenance organi-
zation or submitted to the commissioner upon his or her re-
quest shall be withheld from public inspection in order to
preserve trade secrets or prevent unfair competition. [1985
c 264 § 2; 1979 ex.s.c 130 § 1; 1947 c 79 § .02.12; Rem.
Supp. 1947 § 45.02.12.]

48.02.130 Certificates—Copies—Evidentiary effect.
(1) Any certificate or license issued by the commissioner
shall bear the seal of his office.

(2) Copies of records or documents in his office
certified to by the commissioner shall be received as
evidence in all courts in the same manner and to the same
effect as if they were the originals.

(3) When required for evidence in court, the commis-
sioner shall furnish his certificate as to the authority of an
insurer or other licensee in this state on any particular date,
and the court shall receive the certificate in lieu of the
commissioner’s testimony. [1947 ¢ 79 § .02.13; Rem. Supp.
1947 § 45.02.13.]

48.02.140 Interstate cooperation. (1) The commis-
sioner shall to the extent he deems useful for the proper
discharge of his responsibilities under the provisions of this
code:

(a) Consult and cooperate with the public officials
having supervision over insurance in other states.

(b) Share jointly with other states in the employment of
actuaries, statisticians, and other insurance technicians whose
services or the products thereof are made available and are
useful to the participating states and to the commissioner.

(c) Share jointly with other states in establishing and
maintaining offices and clerical facilities for purposes useful
to the participating states and to the commissioner.

(2) All arrangements made jointly with other states
under items (b) and (c) of subsection (1) of this section shall
be in writing executed on behalf of this state by the commis-
sioner. Any such arrangement, as to participation of this
state therein, shall be subject to termination by the commis-
sioner at any time upon reasonable notice.

(3) For the purposes of this code "National Association
of Insurance Commissioners" means that voluntary organiza-
tion of the public officials having supervision of insurance
in the respective states, districts, and territories of the United
States, whatever other name such organization may hereafter
adopt, and in the affairs of which each of such public
officials is entitled to participate subject to the constitution
and bylaws of such organization. [1947 ¢ 79 § .02.14; Rem.
Supp. 1947 § 45.02.14.]

48.02.150 Supplies—'"Convention blanks." The
commissioner shall purchase at the expense of the state and
in the manner provided by law:

(1) Printing, books, reports, furniture, equipment,-and
supplies as he deems necessary to the proper discharge of his
duties under this code.

(2) "Convention form" insurers’ annual statement
blanks, which he may purchase from any printer manufactur-
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ing the forms for the various states. [1947 c 79 § .02.15;

Rem. Supp. 1947 § 45.02.15.]

48.02.160 Special duties. The commissioner shall:

(1) Obtain and publish for the use of courts and apprais-
ers throughout the state, tables showing the average expec-
tancy of life and values of annuities and of life and term
estates.

(2) Disseminate information concerning the insurance

laws of this state.

(3) Provide assistance to members of the public in
obtaining information about insurance products and in
resolving complaints involving insurers and other licensees.
[1988 c 248 § 1; 1947 ¢ 79 § .02.16; Rem. Supp. 1947 §
45.02.16.]

48.02.170 Annual report. The commissioner shall, as
soon as accurate preparation enables, prepare a report of his
official transactions during the preceding fiscal year, contain-
ing information relative to insurance as the commissioner
deems proper. [1987 ¢ 505 § 53; 1977 ¢ 75 § 69; 1947 c 79
§ .02.17; Rem. Supp. 1947 § 45.02.17.]

48.02.180 Publication of insurance code and related
statutes, manuals, etc.—Distribution—Sale. (1) In
addition to such publications as are otherwise authorized
under this code, the commissioner may from time to time
prepare and publish:

(a) Booklets containing the insurance code, or supple-
ments thereto, and such related statutes as the commissioner
deems suitable and useful for inclusion in an appendlx of
such booklet or supplement.

(b) Manuals and other material relative to examinations
for licensing as provided in chapter 48.17 RCW.

(2) The commissioner may furnish copies of the
insurance code, supplements thereto, and related statutes
referred to in (1)(a) of this section free of charge to public
offices and officers in this state concerned therewith, to pub-
lic officials of other states and jurisdictions having supervi-
sion of insurance, to the library of congress, and to officers
of the armed forces of the United States of America located
at military installations in this state who are concerned with
insurance transactions at or involving such military in-
stallations.

(3) Except as provided in subsection (2) of this section,
the commissioner shall sell copies of the insurance code,
supplements thereto, examination manuals, and materials as
referred to in subsection (1) of this section, at a reasonable
price, fixed by the commissioner, in amount not less than the
cost of publication, handling, and distribution thereof. The
commissioner shall promptly deposit all funds received by
him pursuant to this subsection with the state treasurer to the
credit of the general fund. For appropriation purposes, such
funds received and deposited by the commissioner shall be
treated as a recovery of a previous expenditure. [1981 c 339
§ 1, 1977 ¢ 75 § 70; 1959 ¢ 225 § 1.]

48.02.190 Operating costs of office—Insurance
commissioner’s regulatory account—Contributions by
insurance organizations, fees. (1) As used in this section:
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(a) "Organization" means every insurer, as defined in
RCW 48.01.050, having a certificate of authority to do
business in this state and every health care service contractor
registered to do business in this state. "Class one" organiza-
tions shall consist of all insurers as defined in RCW
48.01.050. "Class two" organizations shall consist of all
organizations registered under provisions of chapter 48.44
RCW.

(b) "Receipts" means (i) net direct premiums consisting
of direct gross premiums, as defined in RCW 48.18.170,
paid for insurance written or renewed upon risks or property
resident, situated, or to be performed in this state, less return
premiums and premiums on policies not taken, dividends
paid or credited to policyholders on direct business, and
premiums received from policies or contracts issued in
connection with qualified plans as defined in RCW
48.14.021, and (ii) prepayments to health care service
contractors as set forth in RCW 48.44.010(3) less experience
rating credits, dividends, prepayments returned to subscrib-
ers, and payments for contracts not taken.

(2) The annual cost of operating the office of insurance
commissioner shall be determined by legislative appropria-
tion. A pro rata share of the cost shall be charged to all
organizations. Each class of organization shall contribute
sufficient in fees to the insurance commissioner’s regulatory
account to pay the reasonable costs, including overhead, of
regulating that class of organization.

(3) Fees charged shall be calculated separately for each
class of organization. The fee charged each organization
shall be that portion of the cost of operating the insurance
commissioner’s office, for that class of organization, for the
ensuing fiscal year that is represented by the organization’s
portion of the receipts collected or received by all organiza-
tions within that class on business in this state during the
previous calendar year: PROVIDED, That the fee shall not
exceed one-eighth of one percent of receipts: PROVIDED
FURTHER, That the minimum fee shall be one thousand
dollars.

(4) The commissioner shall annually, on or before June
1, calculate and bill each organization for the amount of its
fee. Fees shall be due and payable no later than June 15 of
each year: PROVIDED, That if the necessary financial
records are not available or if the amount of the legislative
appropriation is not determined in time to carry out such
calculations and bill such fees within the time specified, the
commissioner may use the fee factors for the prior year as
the basis for the fees and, if necessary, the commissioner
may impose supplemental fees to fully and properly charge
the organizations. The penalties for failure to pay fees when
due shall be the same as the penalties for failure to pay taxes
pursuant to RCW 48.14.060. The fees required by this
section are in addition to all other taxes and fees now
imposed or that may be subsequently imposed.

(5) All moneys collected shall be deposited in the
insurance commissioner’s regulatory account in the state
treasury which is hereby created.

(6) Unexpended funds in the insurance commissioner’s
regulatory account at the close of a fiscal year shall be
carried forward in the insurance commissioner’s regulatory
account to the succeeding fiscal year and shall be used to
reduce future fees. [1987 ¢ 505 § 54; 1986 c 296 § 7.]
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Severability—Effective date—1986 ¢ 296: See notes following
RCW 48.14.020.

Chapter 48.03
EXAMINATIONS
Sections
48.03.010 Examination of insurers, bureaus.
48.03.020 Examination of agents, managers, promoters.
48.03.025 Examiners—Scope of examination—Examiners’ handbook.
48.03.030  Access to records on examination—Correction of accounts.
48.03.040 Examination reports—Consideration by commissioner—
Orders—Confidentiality.
48.03.050 Reports withheld.
48.03.060 Examination expense.
48.03.065 Appointments by commissioner—Examiners—Exceptions.
48.03.070  Witnesses—Subpoenas—Depositions—Oaths.
48.03.075  Legal protection for commissioner, authorized representa-

tives, and examiners—Good faith—Attorneys’ fees—
Payment by commissioner.

48.03.010 Examination of insurers, bureaus. (1)
The commissioner shall examine the affairs, transactions,
accounts, records, documents, and assets of each authorized
insurer as often as he or she deems advisable. The commis-

sioner shall so examine each insurer holding a certificate of .

authority or certificate of registration not less frequently than
every five years. Examination of an alien insurer may be
limited to its insurance transactions in the United States. In
scheduling and determining the nature, scope, and frequency
of an examination, the commissioner shall consider such
matters as the results of financial statement analyses and
ratios, changes in management or ownership, actuarial
opinions, reports of independent certified public accountants,
and other criteria as set forth in the examiner’s handbook
adopted by-the National Association of Insurance Commis-
sioners and in effect when the commissioner exercises
discretion under this section.

(2) As often as the commissioner deems advisable and
at least once in five years, the commissioner shall fully
examine each rating organization and examining bureau
licensed in this state. As often as he or she deems it
advisable the commissioner may examine each advisory

~organization and each joint underwriting or joint reinsurance
group, association, or organization.

(3) The commissioner shall in like manner examine each
insurer or rating organization applying for authority to do
business in this state. :

(4) In lieu of making an examination under this chapter,
the commissioner may accept a full report of the last recent
examination of a nondomestic rating or advisory organiza-
tion, or joint underwriting or joint reinsurance group,
association or organization, as prepared by the insurance
supervisory official of the state of domicile or of entry. In
lieu of an examination under this chapter of a foreign or
alien insurer licensed in this state, the commissioner may
accept an examination report on the company as prepared by
the insurance department for the company’s state of domicile
or port-of-entry state until January 1, 1994. Thereafter, an
examination report may be accepted only if: (a) That
insurance department was at the time of the examination
accredited under the National Association of Insurance
Commissioners’ financial regulation standards and accredita-
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tion program; or (b) the examination was performed either
under the supervision of an accredited insurance department
or with the participation of one or more examiners employed
by an accredited state insurance department who, after a
review of the examination work papers and report, state
under oath that the examination was performed in a manner
consistent with the standards and procedures required by
their insurance department.

(5).The commissioner may elect to accept and rely on
an audit report made by an independent certified public
accountant for the insurer in the course of that part of the
commissioner’s examination covering the same general
subject matter as the audit. The commissioner may incorpo-
rate the audit report in his or her report of the examination.

(6) For the purposes of completing an examination of
any company under this chapter, the commissioner may
examine or investigate any managing general agent or any
other person, or the business of any managing general agent
or other person, insofar as that examination or investigation
is, in the sole discretion of the commissioner, necessary or
material to the examination of the company. [1993 c 462 §
43; 1982 c 181 § 1; 1979 ¢c 139 § 1; 1947 ¢ 79 § .03.01;
Rem. Supp. 1947 § 45.03.01.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

Severability—1982 c 181: "If any provision of this act or its
application to any person or circumstance is held invalid, the remainder of
the act or the application of the provision to other persons or circumstances
is not affected.” [1982 c 181 § 28.]

48.03.020 Examination of agents, managers, pro-
moters. For the purpose of ascertaining its condition, or
compliance with this code, the commissioner may as often
as he deems advisable examine the accounts, records,
documents, and transactions of:

(1) Any insurance agent, solicitor, broker or adjuster.

(2) Any person having a contract under which he enjoys
in fact the exclusive or dominant right to manage or control
a stock or mutual insurer.

(3) Any person holding the shares of capital stock or
policyholder proxies of a domestic insurer for the purpose of
control of its management either as voting trustee or other-
wise.

(4) Any person engaged in or proposing to be engaged
in or assisting in the promotion or formation of a domestic
insurer, or an insurance holding corporation, or a stock
corporation to finance a domestic mutual insurer or the
production of its business, or a corporation to be attorney in
fact for a domestic reciprocal insurer. [1947 c 79 § .03.02;
Rem. Supp. 1947 § 45.03.02.]

48.03.025 Examiners—Scope of examination—
Examiners’ handbook. Upon determining that an examina-
tion should be conducted, the commissioner or the
commissioner’s designee shall appoint one or more examin-
ers to perform the examination and instruct them as to the
scope of the examination. In conducting the examination,
the examiner shall observe those guidelines and procedures
set forth in the examiners’ handbook adopted by the National
Association of Insurance Commissioners. The commissioner
may also employ such other guidelines or procedures as the
commissioner may deem appropriate. [1993 c 462 § 44.]
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Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

48.03.030 Access to records on examination—
Correction of accounts. (1) Every person being examined,
its officers, employees, and representatives shall produce and
make freely accessible to the commissioner the accounts,
records, documents, and files in his possession or control
relating to the subject of the examination, and shall other-
wise facilitate the examination.

(2) If the commissioner finds the accounts to be
inadequate, or improperly kept or posted, he may employ
experts to rewrite, post or balance them at the expense of the
person being examined. [1947 ¢ 79 § .03.03; Rem. Supp.
1947 § 45.03.03.]

48.03.040 Examination reports—Consideration by
commissioner—Orders—Confidentiality. (1) No later than
sixty days after completion of each examination, the com-
missioner shall make a full written report of each examina-
tion made by him or her containing only facts ascertained
from the accounts, records, and documents examined and
from the sworn testimony of individuals, and such conclu-
sions and recommendations as may reasonably be warranted
from such facts.

(2) The report shall be certified by the commissioner or
by his or her examiner in charge of the examination, and
shall be filed in the commissioner’s office subject to subsec-
tion (3) of this section.

(3) The commissioner shall furnish a copy of the
examination report to the person examined not less than ten
days and, unless the time is extended by the commissioner,
not more than thirty days prior to the filing of the report for
public inspection in the commissioner’s office. If such
person so requests in writing within such period, the com-
missioner shall hold a hearing to consider objections of such
person to the report as proposed, and shall not so file the
report until after such hearing and until after any modifi-
cations in the report deemed necessary by the commissioner
have been made.

(4) Within thirty days of the end of the period described
in subsection (3) of this section, unless extended by order of
the commissioner, the commissioner shall consider the
report, together with any written submissions or rebuttals and
any relevant portions of the examiner’s workpapers and enter
an order:

(a) Adopting the examination report as filed or with
modification or corrections. If the examination report
reveals that the company is operating in violation of any law,
rule, or order of the commissioner, the commissioner may
order the company to take any action the commissioner
considers necessary and appropriate to cure that violation;

(b) Rejecting the examination report with directions to
the examiners to reopen the examination for purposes of
obtaining additional data, documentation, or information, and
refiling under this section; or

(c) Calling for an investigatory hearing with no less than
twenty days’ notice to the company for purposes of obtain-
ing additional documentation, data, information, and testimo-
ny.

(5) All orders entered under subsection (4) of this
section must be accompanied by findings and conclusions
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resulting from the commissioner’s consideration and review
of the examination report, relevant examiner workpapers, and
any written submissions or rebuttals. Such an order is
considered a final administrative decision and may be
appealed under the Administrative Procedure Act, chapter
34.05 RCW, and must be served upon the company by
certified mail, together with a copy of the adopted examina-
tion report. A copy of the adopted examination report must
be sent by certified mail to each director at the director’s
residence address.

(6)(a) Upon the adoption of the examination report
under subsection (4) of this section, the commissioner shall
continue to hold the content of the examination report as
private and confidential information for a period of five days
except that the order may be disclosed to the person exam-
ined. Thereafter, the commissioner may open the report for
public inspection so long as no court of competent jurisdic-
tion has stayed its publication.

(b) Nothing in this title prohibits the commissioner from
disclosing the content of an examination report, preliminary
examination report or results, or any matter relating thereto,
to the insurance department of any other state or country, or
to law enforcement officials of this or any other state or
agency of the federal government at any time, so long as the
agency or office receiving the report or matters relating
thereto agrees in writing to hold it confidential and in a
manner consistent with this chapter.

(c) If the commissioner determines that regulatory action
is appropriate as a result of any examination, he or she may
initiate any proceedings or actions as provided by law.

(d) Nothing contained in this section requires the
commissioner to disclose any information or records that
would indicate or show the existence or content of any
investigation or activity of a criminal justice agency. [1993
c 462 § 45; 1965 ex.s. ¢ 70 § 1; 1947 ¢ 79 § .03.04; Rem.
Supp. 1947 § 45.03.04.]

Severability—Imple mentation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

48.03.050 Reports withheld. The commissioner may
withhold from public inspection any examination or investi-
gation report for so long as he or she deems it advisable,
subject to RCW 48.32.080. [1993 c 462 § 46; 1947 c 79 §
.03.05; Rem. Supp. 1947 § 45.03.05.]

Severability—Implementation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

48.03.060 Examination expense. (1) Examinations
within this state of any insurer domiciled or having its home
offices in this state, other than a title insurer, made by the
commissioner or the commissioner’s examiners and em-
ployees shall, except as to fees, mileage, and expense
incurred as to witnesses, be at the expense of the state.

(2) Every other examination, whatsoever, or any part of
the examination of any person domiciled or having its home
offices in this state requiring travel and services outside this
state, shall be made by the commissioner or by examiners
designated by the commissioner and shall be at the expense
of the person examined; but a domestic insurer shall not be
liable for the compensation of examiners employed by the
commissioner for such services outside this state.
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(3) When making an examination under this chapter, the
commissioner may retain attorneys, appraisers, independent
actuaries, independent certified public accountants, or other
professionals and specialists as examiners, the cost of which
shall be borne by the person who is the subject of the
examination, except as provided in subsection (1) of this
section.

(4) The person examined and liable therefor shall
reimburse the state upon presentation of an itemized state-
ment thereof, for the actual travel expenses of the
commissioner’s examiners, their reasonable living expense
allowance, and their per diem compensation, including salary
and the employer’s cost of employee benefits, at a reason-
able rate approved by the commissioner, incurred on account
of the examination. Per diem salary and expenses for em-
ployees examining insurers domiciled outside the state of
Washington shall be established by the commissioner on the
basis of the National Association of Insurance
Commissioner’s recommended salary and expense schedule
for zone examiners, or the salary schedule established by the
Washington personnel resources board and the expense
schedule established by the office of financial management,
whichever is higher. Domestic title insurer shall pay the
examination expense and costs to the commissioner as
itemized and billed by the commissioner.

The commissioner or the commissioner’s examiners
shall not receive or accept any additional emolument on
account of any examination.

(5) Nothing contained in this chapter limits the
commissioner’s authority to terminate or suspend any
examination in order to pursue other legal or regulatory
action under the insurance laws of this state. Findings of
fact and conclusions made pursuant to any examination are
prima facie evidence in any legal or regulatory action.
[1995 ¢ 152 § 2. Prior: 1993 c 462 § 47; 1993 c 281 § 55;
1981 ¢ 339 § 2; 1979 ex.s. c 35 § 1; 1947 ¢ 79 § .03.06;
Rem. Supp. 1947 § 45.03.06.]

Intent—1995 c 152: "The only intent of the legislature in chapter
152, Laws of 1995 is to correct double amendments. It is not the intent of

the legislature to change the substance or effect of any statute previously
enacted." [1995c 152§ 1] .

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

Effective date—1993 c 281: See note following RCW 41.06.022.

48.03.065 Appointments by commissioner—
Examiners—Exceptions. (1) No examiner may be appoint-
ed by the commissioner if the examiner, either directly or
indirectly, has a conflict of interest or is affiliated with the
management of or owns a pecuniary interest in a person
subject to examination under this chapter. This section does
not automatically preclude an examiner from being:

(a) A policyholder or claimant under an insurance
policy;

(b) A grantor of a mortgage or similar instrument on the
examiner’s residence to a regulated entity if done under
customary terms and in the ordinary course of business;

(c) An investment owner in shares of regulated diversi-
fied investment companies; or

(d) A settlor or beneficiary of a blind trust into which
any otherwise impermissible holdings have been placed.
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(2) Notwithstanding the requirements of subsection (1)
of this section, the commissioner may retain from time to
time, on an individual basis, qualified actuaries, certified
public accountants, or other similar individuals who are
independently practicing their professions, even though those
persons may from time to time be similarly employed or
retained by persons subject to examination under this
chapter. [1993 c 462 § 48.]

Severability—Implementation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

48.03.070 Witnesses—Subpoenas—Depositions—
Oaths. (1) The commissioner may take depositions, may
subpoena witnesses or documentary evidence, administer
oaths, and examine under oath any individual relative to the
affairs of any person being examined, or relative to the
subject of any hearing or investigation: PROVIDED, That
the provisions of RCW 34.05.446 shall apply in lieu of the
provisions of this section as to subpoenas relative to hearings
in rule-making and adjudicative proceedings.

(2) The subpoena shall be effective if served within the
state of Washington and shall be served in the same manner
as if issued from a court of record.

(3) Witness fees and mileage, if claimed, shall be
allowed the same as for testimony in a court of record.
Witness fees, mileage, and the actual expense necessarily
incurred in securing attendance of witnesses and their
testimony shall be itemized, and shall be paid by the person
as to whom the examination is being made, or by the person
if other than the commissioner, at whose request the hearing
is held.

(4) Enforcement of subpoenas shall be in accord with
RCW 34.05.588. [1989 c 175 § 112; 1967 c 237 § 15; 1963
c 195§ 1;1949¢ 190 § 2; 1947 ¢ 79 § .03.07; Rem. Supp.
1949 § 45.03.07.]

Effective date—1989 ¢ 175: See note following RCW 34.05.010.

48.03.075 Legal protection for commissioner,
authorized representatives, and examiners—Good faith—
Attorneys’ fees—Payment by commissioner. (1) No cause
of action may arise nor may any liability be imposed against
the commissioner, the commissioner’s authorized representa-
tives, or an examiner appointed by the commissioner for
statements made or conduct performed in good faith while
carrying out this chapter.

(2) No cause of action may arise nor may any liability
be imposed against any person for the act of communicating
or delivering information or data to the commissioner or the
commissioner’s authorized representative or examiner
pursuant to an examination made under this chapter, if that
act of communication or delivery was performed in good
faith and without fraudulent intent or the intent to deceive.

(3) This section does not modify a privilege or immuni-
ty previously enjoyed by a person identified in subsection (1)
of this section.

(4) A person identified in subsection (1) of this section
is entitled to an award of attorneys’ fees and costs if he or
she is the prevailing party in a civil cause of action for libel,
slander, or any other tort arising out of activities in carrying
out this chapter and the party bringing the action was not
substantially justified in doing so. For purposes of this
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section a proceeding is "substantially justified" if it had a
reasonable basis in law or fact at the time that it was
initiated.

(5) If a claim is made or threatened of the sort described
in subsection (1) of this section, the commissioner shall
provide or pay for the defense of himself or herself, the
examiner or representative, and shall pay a judgment or
settlement, until it is determined that the person did not act
in good faith or did act with fraudulent intent or the intent
to deceive.

(6) The immunity, indemnification, and other protections
under this section are in addition to those now or hereafter
existing under other law. [1993 c 462 § 49.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

Chapter 48.04
HEARINGS AND APPEALS

Sections

48.04.010 Hearings—Waiver.
48.04.020 Stay of action.
48.04.030 Place of hearing.
48.04.050 Show cause notice.
48.04.060 Adjourned hearings.
48.04.070 Nonattendance, effect of.
48.04.140 Stay of action on appeal.

48.04.010 Hearings—Waiver. (1) The commissioner
may hold a hearing for any purpose within the scope of this
code as he or she may deem necessary. The commissioner
shall hold a hearing:

(a) If required by any provision of this code; or

(b) Upon written demand for a hearing made by any
person aggrieved by any act, threatened act, or failure of the
commissioner to act, if such failure is deemed an act under
any provision of this code, or by any report, promulgation,
or order of the commissioner other than an order on a
hearing of which such person was given actual notice or at
which such person appeared as a party, or order pursuant to
the order on such hearing.

(2) Any such demand for a hearing shall specify in what
respects such person is so aggrieved and the grounds to be
relied upon as basis for the relief to be demanded at the
hearing.

(3) Unless a person aggrieved by a written order of the
commissioner demands a hearing thereon within ninety days
after receiving notice of such order, or in the case of a
licensee under Title 48 RCW within ninety days after the
commissioner has mailed the order to the licensee at the
most recent address shown in the commissioner’s licensing
records for the licensee, the right to such hearing shall
conclusively be deemed to have been waived.

(4) If a hearing is demanded by a licensee whose license
has been temporarily suspended pursuant to RCW 48.17.540,
the commissioner shall hold such hearing demanded within
thirty days after receipt of the demand or within thirty days
of the effective date of a temporary license suspension issued
after such demand, unless postponed by mutual consent.
[1990 1st ex.s. c 3 § 1; 1988 c 248 § 2; 1967 c 237 § 16;
1963 ¢ 195 § 2; 1947 ¢ 79 § .04.01; Rem. Supp. 1947 §
45.04.01.]
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48.04.020 Stay of action. (1) Such demand for a
hearing received by the commissioner prior to the effective
date of action taken or proposed to be taken by him shall
stay such action pending the hearing, except as to action
taken or proposed

(a) under an order on hearing, or

(b) under an order pursuant to an order on heanng, or

(c) under an order to make good an impairment of the
assets of an insurer, or

(d) under an order of temporary suspension of license
issued pursuant to RCW 48.17.540 as now or hereafter
amended.

(2) In any case where an automatic stay is not provided
for, and if the commissioner after written request therefor
fails to grant a stay, the person aggrieved thereby may apply
to the superior court for Thurston county for a stay of the
commissioner’s action. [1982 ¢ 181 § 2; 1949 ¢ 190 § 3;
1947 ¢ 79 § 04.02; Rem. Supp. 1949 § 45.04.02.]

Severability—1982 ¢ 181: See note following RCW 48.03.010.

48.04.030 Place of hearing. The hearing shall be held
at the place designated by the commissioner, and at his
discretion it may be open to the public. [1947 ¢ 79 § .04.03;
Rem. Supp. 1947 § 45.04.03.]

48.04.050 Show cause notice. If any person is
entitled to a hearing by any provision of this code before any
proposed action is taken, the notice of the proposed action
may be in the form of a notice to show cause stating that the
proposed action may be taken unless such person shows
cause at a hearing to be held as specified in the notice, why
the proposed action should not be taken, and stating the basis
of the proposed action. [1947 ¢ 79 § .04.05; Rem. Supp.
1947 § 45.04.05.]

48.04.060 Adjourned hearings. The commissioner
may adjourn any hearing from time to time and from place
to place without other notice of the adjourned hearing than
announcement thereof at the hearing. [1947 ¢ 79 § .04.06;
Rem. Supp. 1947 § 45.04.06.]

48.04.070 Nonattendance, effect of. The validity of
any hearing held in accordance with the notice thereof shall
not be affected by failure of any person to attend or to
remain in attendance. [1947 ¢ 79 § .04.07; Rem. Supp. 1947
§ 45.04.07.]

48.04.140 Stay of action on appeal. (1) The taking
of an appeal shall not stay any action taken or proposed to
be taken by the commissioner under the order appealed from
unless a stay is granted by the court at a hearing held as part
of the proceedings on appeal.

(2) A stay shall not be granted by the court in any case
where the granting of a stay would tend to injure the public
interest. In granting a stay, the court may require of the
person taking the appeal such security or other conditions as
it deems proper. [1988 c 248 § 3; 1947 ¢ 79 § .04.14; Rem.
Supp. 1947 § 45.04.14.]
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Chapter 48.05
INSURERS—GENERAL REQUIREMENTS

Sections

48.05.010 "Domestic,” "foreign,” "alien” insurers defined.

48.05.030 Certificate of authority required.

48.05.040 Certificate of authority—Qualifications.

48.05.045 Certificate of authority not to be issued to governmentally
owned insurer.

48.05.050 "Charter” defined.

48.05.060 "Capital funds" defined.

48.05.070  Application for certificate of authority.

48.05.080 Foreign insurers—Deposit.

48.05.090 Alien insurers—Assets required—Trust deposit.

48.05.100  Alien insurers—Deposit resolution.

48.05.105 Foreign or alien insurers—Three years active transacting
required—Exception.

48.05.110 Issuance of certificate of authority.

48.05.120  Certificate of authority—Duration, renewal, amendment.

48.05.130  Certificate of authority—Mandatory refusal, revocation,
suspension.

48.05.140  Certificate of authority—Discretionary refusal, revocation,
suspension.

48.05.150 Notice of intention to refuse, revoke, or suspend.

48.05.160 Period of suspension.

48.05.170  Reauthorization, limitation upon.

48.05.180 Notice of refusal, revocation, suspension—Effect upon
agents’ authority.

48.05.185 Fine in addition or in lieu of suspension, revocation, or
refusal.
48.05.190 Name of insurer.

48.05.200 Commissioner as attorney for service of process—Exception.

48.05.210  Service of process—Procedure.

48.05.215  Unauthorized foreign or alien insurers—Jurisdiction of state
courts—Service of process—Procedure.

48.05.220 Venue of actions against insurer.

48.05.250  Annual statement.

48.05.270  Alien insurer—Capital funds, determination.

48.05.280 Records and accounts of insurers.

48.05.290 Withdrawal of insurer—Reinsurance.

48.05.300 Credit disallowed for reinsurance ceded to an insurer—
Exceptions.

48.05.310  General agents, managers—Appointment—Powers—
Licensing.

48.05.320 Reports of fire losses.

48.05.330 Insurers—Combination of kinds of insurance authorized—
Exceptions.

48.05.340 Capital and surplus requirements.

48.05.350  General casualty insurer combining disability, fidelity, insur-
ance.

48.05.360  Special surplus requirements for certain combinations.

48.05.370  Fiduciary relationship to insurer of officers, directors or
corporation holding controlling interest.

48.05.380 Reports by property and casualty insurers—Rules.

48.05.390 Reports by various insurers—Contents.

48.05.400 Annual filing and fee to National Association of Insurance
Commissioners—Penalty.

48.05.410 Health care practitioner risk management training.

48.05.430 Definitions.

48.05.435 Report of RBC levels—Formula for determining levels—

Inaccurate reports adjusted by commissioner.
48.05.440 Company action level event—Definition—RBC plan—
Commissioner’s review.

48.05.445 Regulatory action level event—Definition—Commissioner’s
duties—Corrective actions.

48.05.450  Authorized control level event—Definition—
Commissioner’s duties.

48.05.455 Mandatory control level event—Definition—Commissioner’s
duties.

48.05.460 Insurer’s right to a hearing—Request—Commissioner sets
date.

48.05.465 Confidentiality of RBC reports and plans—Use of informa-

tion for comparative purposes—Use of information to
monitor solvency.
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48.05.470 Regulation of capital and surplus requirements is supple-
mental—Commissioner may grant exemptions.
RBC report from foreign or alien insurers—Request of com-
missioner—Commissioner’s options.
48.05.480 No liability for regulation of capital and surplus require-
ments.
48.05.485 Notices by commissioner—When effective.
48.05.490 RBC reports for 1995—Requirements.
48.05.510 Disclosure of certain material transactions—Insurer’s re-
port—Information is confidential.
48.05.515 Material acquisitions or dispositions.
48.05.520  Asset acquisitions—Asset dispositions.

48.05.475

48.05.525 Report of a material acquisition or disposition of assets—
Information required.

48.05.530 Material nonrenewals, cancellations, or revisions of ceded
reinsurance agreements.

48.05.535 Report of a material nonrenewal, cancellation, or revision of
ceded reinsurance agreements—Information required.

48.05.900 Severability—1995 c 83.

Agents, brokers, solicitors, and adjusters: Chapter 48.17 RCW.
Deposit of insurers: Chapter 48.16 RCW.

Federal home loan bank as depositary: RCW 30.32.040.

Fees and taxes: Chapter 48.14 RCW.

Health care services: Chapter 48.44 RCW.

Insuring powers and capital funds required: Chapter 48.11 RCW.
Interlocking ownership, management: RCW 48.30.250.

Policy forms, execution, filing, etc.: Chapter 48.18 RCW.
Rates and rating organizations: Chapter 48.19 RCW.
Stamping bureau: RCW 48.19.410.

Unauthorized insurers: Chapter 48.15 RCW.

Unfair practices: Chapter 48.30 RCW.

48.05.010 ''Domestic,” "foreign,” "alien" insurers
defined. (1) A "domestic" insurer is one formed under the
laws of this state.

(2) A "foreign" insurer is one formed under the laws of
the United States, of a state or territory of the United States
other than this state, or of the District of Columbia.

(3) An "alien" insurer is one formed under the laws of
a nation other than the United States.

(4) For the purposes of this code, "United States," when
used to signify place, means only the states of the United
States, the government of Puerto Rico and the District of
Columbia. [1961 c 194 § 1; 1947 ¢ 79 § .05.01; Rem. Supp.
1947 § 45.05.01.]

"Insurer” defined: RCW 48.01.050.

48.05.030 Certificate of authority required. (1) No
person shall act as an insurer and no insurer shall transact
insurance in this state other than as authorized by a certifi-
cate of authority issued to it by the commissioner and then
in force; except, as to such transactions as are expressly oth-
erwise provided for in this code.

(2) Every certificate of authority shall specify the name
of the insurer, the location of its principal office, the name
and location of the principal office of its attorney in fact if
a reciprocal insurer, and the kind or kinds of insurance it is
authorized to transact in this state.

(3) The investigation and adjustment of any claim in
this state arising under an insurance contract issued by an
unauthorized insurer, shall not be deemed to constitute the
transacting of insurance in this state. [1947 ¢ 79 § .05.03;
Rem. Supp. 1947 § 45.05.03.]
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48.05.040 Certificate of authority—Qualifications.
To qualify for and hold a certificate of authority an insurer
must:

(1) Be a stock, mutual, or reciprocal insurer of the same
general type as may be formed as a domestic insurer under
the provisions of chapter 48.06 RCW of this code, but this
requirement shall not apply as to domestic mutual property
insurers which, as of January 1, 1957, were lawfully trans-
acting insurance on the assessment plan; and

(2) Have capital funds as required by this code, based
upon the type and domicile of the insurer and the kinds of
insurance proposed to be transacted; and

(3) Transact or propose to transact in this state
insurances authorized by its charter, and only such insurance
as meets the standards and requirements of this code; and

(4) Fully comply with, and qualify according to, the
other provisions of this code. [1957 ¢ 193 § 1; 1947 ¢ 79 §
.05.04; Rem. Supp. 1947 § 45.05.04.]

48.05.045 Certificate of authority not to be issued
to governmentally owned insurer. No certificate of
authority shall be issued to or exist with respect to any
insurer which is owned and controlled, in whole or in
substantial part, by any government or governmental agency.
[1957 c 193 § 2.]

48.05.050 '"Charter" defined. "Charter" means
articles of incorporation, articles of agreement, articles of
association of a corporation, or other basic constituent
document of a corporation, or subscribers’ agreement and
attorney in fact agreement of a reciprocal insurer. [1947 ¢
79 § .05.05; Rem. Supp. 1947 § 45.05.05.]

48.05.060 ' Capital funds" defined. "Capital funds”
means the excess of the assets of an insurer over its liabili-
ties. Capital stock, if any, shall not be deemed to be a
liability for the purposes of this section. [1947 c 79 §
.05.06; Rem. Supp. 1947 § 45.05.06.]

48.05.070 Application for certificate of authority.
To apply for an original certificate of authority an insurer
shall:

(1) File with the commissioner its request therefor
showing:

(a) Its name, home office location, type of insurer,
organization date, and state or country of its domicile.

(b) The kinds of insurance it proposes to transact.

(c) Additional information as the commissioner may
reasonably require.

(2) File with the commissioner:

(a) A copy of its charter as amended, certified, if a
foreign or alien insurer, by the proper public officer of the
state or country of domicile.

(b) A copy of its bylaws, certified by its proper officer.

(c) A statement of its financial condition, management,
and affairs on a form satisfactory to or furnished by the
commissioner.

(d) If a foreign or alien insurer, or a domestic reciprocal
insurer, an appointment of the commissioner as its attorney
to receive service of legal process.
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(e) If an alien insurer, a copy of the appointment and
authority of its United States manager, certified by its proper
officer.

(f) If a foreign or alien insurer, a certificate from the
proper public official of its state or country of domicile
showing that it is duly organized and is authorized to
transact the kinds of insurance proposed to be transacted.

(g) If a domestic reciprocal insurer, the declaration
required by RCW 48.10.090 of this code.

(h) Other documents or stipulations as the commissioner
may reasonably require to evidence compliance with the
provisions of this code.

(3) Deposit with the commissioner the fees required by
this code to be paid for filing the accompanying documents,
and for the certificate of authority, if granted. [1947 c 79 §
.05.07; Rem. Supp. 1947 § 45.05.07.]

48.05.080 Foreign insurers—Deposit. (1) Prior to
the issuance of a certificate of authority to a foreign insurer,
it shall make a deposit of assets with the commissioner for
the protection of all its policyholders, or of all of its policy-
holders and obligees or its policyholders and obligees within
the United States, in amount and kind, subject to RCW
48.14.040, the same as is required of a like domestic insurer
transacting like kinds of insurance.

(2) In lieu of such deposit or part thereof the commis-
sioner may accept the certificate of the public official having
supervision over insurers in any other state to the effect that
a like deposit by such insurer or like part thereof in equal or
greater amount is held in public custody in such state. [1955
c 86 § 1; 1947 c 79 § .05.08; Rem. Supp. 1947 § 45.05.08.]

Effective date—1955 ¢ 86: "This act shall become effective on
January 1, 1956." [1955c 86 § 18.]

Supervision of transfers—1955 ¢ 86: "All transfers authorized under
this act shall be made under the supervision of the state auditor.”" [1955 c
86§ 19.]

48.05.090 Alien insurers—Assets required—Trust
deposit. (1) An alien insurer shall not be authorized to
transact insurance in this state unless it maintains within the
United States assets in amount not less than its outstanding
liabilities arising out of its insurance transactions in the Unit-
ed States, nor unless it maintains a trust deposit in an
amount not less than the required reserves under its policies
resulting from such transactions (after deducting, in the case
of a life insurer, the amount of outstanding policy loans on
such policies) plus assets equal to the larger of the following
sums:

(a) The largest amount of deposit required under this
title to be made in this state by any type of domestic insurer
transacting like kinds of insurance; or

(b) Two hundred thousand dollars.

(2) The trust deposit shall be for the security of all
policyholders or policyholders and obligees of the insurer in
the United States. It shall not be subject to diminution
below the amount currently determined in accordance with
subsection (1) of this section so long as the insurer has out-
standing any liabilities arising out of its business transacted
in the United States.

(3) The trust deposit shall be maintained with public
depositaries or trust institutions within the United States
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approved by the commissioner. [1949 ¢ 190 § 4; 1947 ¢ 79
- § .05.09; Rem. Supp. 1949 § 45.05.09.]

48.05.100 Alien insurers—Deposit resolution. An
alien insurer shall file with the commissioner a certified copy
of the resolution of its governing board by which the trust
deposit was established, together with a certified copy of any
trust agreement under which the deposit is held. [1947 ¢ 79
§ .05.10; Rem. Supp. 1947 § 45.05.10.]

48.05.105 Foreign or alien insurers—Three years
active transacting required—Exception. No certificate of
authority shall be granted to a foreign or alien applicant that
has not actively transacted for three years the classes of
insurance for which it seeks to be admitted; except, the
foregoing shall not apply to any subsidiary of a seasoned,
reputable insurer that has held a certificate of authority in
this state for at least three years. [1967 c 150 § 2]

48.05.110 Issuance of certificate of authority. If the
commissioner finds that an insurer has met the requirements
for and is fully entitled thereto under this code, he shall
issue to it a proper certificate of authority. If the commis-
sioner does not so find, the authority shall be refused within
a reasonable length of time following completion by the
insurer of the application therefor. [1947 ¢ 79 § .05.11;
Rem. Supp. 1947 § 45.05.11.]

48.05.120 Certificate of authority—Duration,
renewal, amendment. (1) All certificates of authority shall
continue in force until suspended, revoked, or not renewed.
A certificate shall be subject to renewal annually on the first
day of July upon application of the insurer and payment of
the fee therefor. If not so renewed, the certificate shall
expire as of the thirtieth day of June next preceding.

(2) The commissioner may amend a certificate of
authority at any time in accordance with changes in the
insurer’s charter or insuring powers. [1957 c 193 § 3; 1955
c31§1;1947 ¢ 79 § .05.12; Rem. Supp. 1947 § 45.05.12.]

48.05.130 Certificate of authority—Mandatory
refusal, revocation, suspension. The commissioner shall
refuse to renew or shall revoke or suspend an insurer’s
certificate of authority, in addition to other grounds therefor
in this code, if the insurer:

(1) Is a foreign or alien insurer and no longer qualifies
or meets the requirements for the authority; or, is a domestic
mutual or domestic reciprocal insurer, and fails to make
good a deficiency of assets as required by the commissioner.

(2) Is a domestic stock insurer and has assets less in
amount than its liabilities, including its capital stock as a
liability, and has failed to make good such deficiency as
required by the commissioner.

(3) Knowingly exceeds its charter powers or its certifi-
cate of authority. [1947 ¢ 79 § .05.13; Rem. Supp. 1947 §
45.05.13.]

48.05.140 Certificate of authority—Discretionary
refusal, revocation, suspension. The commissioner may
refuse, suspend, or revoke an insurer’s certificate of authori-
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ty, in addition to other grounds therefor in this code, if the
insurer:

(1) Fails to comply with any provision of this code
other than those for violation of which refusal, suspension,
or revocation is mandatory, or fails to comply with any
proper order or regulation of the commissioner.

(2) Is found by the commissioner to be in such condi-
tion that its further transaction of insurance in this state
would be hazardous to policyholders and the people in this
state.

(3) Refuses to remove or discharge a director or officer
who has been convicted of any crime involving fraud,
dishonesty, or like moral turpitude.

(4) Usually compels claimants under policies either to
accept less than the amount due them or to bring suit against
it to secure full payment of the amount due.

(5) Is affiliated with and under the same general
management, or interlocking directorate, or ownership as
another insurer which transacts insurance in this state
without having a certificate of authority therefor, except as
is permitted by this code.

(6) Refuses to be examined, or if its directors, officers,
employees or representatives refuse to submit to examination
or to produce its accounts, records, and files for examination
by the commissioner when required, or refuse to perform
any legal obligation relative to the examination.

(7) Fails to pay any final judgment rendered against it
in this state upon any policy, bond, recognizance, or under-
taking issued or guaranteed by it, within thirty days after the
judgment became final or within thirty days after time for
taking an appeal has expired, or within thirty days after
dismissal of an appeal before final determination, whichever
date is the later.

(8) Is found by the commissioner, after investigation or
upon receipt of reliable information, to be managed by
persons, whether by its directors, officers, or by any other
means, who are incompetent or untrustworthy or so lacking
in insurance company managerial experience as to make a
proposed operation hazardous to the insurance-buying public;
or that there is good reason to believe it is affiliated directly
or indirectly through ownership, control, reinsurance or other
insurance or business relations, with any person or persons
whose business operations are or have been marked, to the
detriment of policyholders or stockholders or investors or
creditors or of the public, by bad faith or by manipulation of
assets, or of accounts, or of reinsurance.

(9) Does business through agents or brokers in this state
or in any other state who are not properly licensed under
applicable laws and duly enacted regulations adopted
pursuant thereto. [1973 1st ex.s.c 152 § 1; 1969 ex.s. ¢ 241
§ 3; 1967 c 150 § 4; 1947 c 79 § .05.14; Rem. Supp. 1947
§ 45.04.14.]

Severability—1973 1st ex.s. ¢ 152: "If any provision of this 1973
amendatory act, or its application to any person or circumstance is held
invalid, the remainder of the act, or the application of the provision to other
persons or circumstances is not affected.” [1973 Ist ex.s. ¢ 152 § 7.]

48.05.150 Notice of intention to refuse, revoke, or
suspend. The commissioner shall give an insurer notice of
his intention to suspend, revoke, or refuse to renew its
certificate of authority not less than ten days before the order
of suspension, revocation or refusal is to become effective;
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except that no advance notice of intention is required where
the order results from a domestic insurer’s failure to make
good a deficiency of assets as required by the commissioner.
[1947 ¢ 79 § .05.15; Rem. Supp. 1947 § 45.05.15.]

48.05.160 Period of suspension. The commissioner
shall not suspend an insurer’s certificate of authority for a
period in excess of one year, and he shall state in his order
of suspension the period during which it shall be effective.
[1947 ¢ 79 § .05.16; Rem. Supp. 1947 § 45.05.16.]

48.05.170 Reauthorization, limitation upon. No
insurer whose certificate of authority has been suspended,
revoked, or refused shall subsequently be authorized unless
the grounds for such suspension, revocation, or refusal no
longer exist and the insurer is otherwise fully qualified.
[1947 ¢ 79 § .05.17; Rem. Supp. 1947 § 45.05.17.]

48.05.180 Notice of refusal, revocation, suspen-
sion—Effect upon agents’ authority. Upon the suspension,
revocation or refusal of an insurer’s certificate of authority,
the commissioner shall give notice thereof to the insurer and
shall likewise suspend, revoke or refuse the authority of its
agents to represent it in this state and give notice thereof to
the agents. [1947 ¢ 79 § .05.18; Rem. Supp. 1947 §
45.05.18.]

48.05.185 Fine in addition or in lieu of suspension,
revocation, or refusal. After hearing or with the consent of
the insurer and in addition to or in lieu of the suspension,
revocation, or refusal to renew any certificate of authority
the commissioner may levy a fine upon the insurer in an
amount not less than two hundred fifty dollars and not more
than ten thousand dollars. The order levying such fine shall
specify the period within which the fine shall be fully paid
and which period shall not be less than fifteen nor more than
thirty days from the date of such order. Upon failure to pay
. any such fine when due the commissioner shall revoke the
certificate of authority of the insurer if not already revoked,
and the fine shall be recovered in a civil action brought in
behalf of the commissioner by the attorney general. Any
fine so collected shall be paid by the commissioner to the
state treasurer for the account of the general fund. [1980 c
102 § 1; 1975 Ist ex.s. ¢ 266 § 3; 1965 ex.s. ¢ 70 § 3.]

Severability—1975 1st ex.s. ¢ 266: See note following RCW
48.01.010.

48.05.190 Name of insurer. (1) Every insurer shall
conduct its business in its own legal name.

(2) No insurer shall assume or use a name deceptively
similar to that of any other authorized insurer. [1947 ¢ 79
§ .05.19; Rem. Supp. 1947 § 45.05.19.]

48.05.200 Commissioner as attorney for service of
process—Exception. (1) Each authorized foreign or alien
insurer shall appoint the commissioner as its attorney to
receive service of, and upon whom shall be served, all legal
process issued against it in this state upon causes of action
arising within this state. Service upon the commissioner as
attorney shall constitute service upon the insurer. Service of
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legal process against such insurer can be had only by service
upon the commissioner, except actions upon contractor bonds
pursuant to RCW 18.27.040, where service may be upon the
department of labor and industries.

(2) With the appointment the insurer shall designate by
name and address the person to whom the commissioner
shall forward legal process so served upon him or her. The
insurer may change such person by filing a new designation.

(3) The appointment of the commissioner as attorney
shall be irrevocable, shall bind any successor in interest or
to the assets or liabilities of the insurer, and shall remain in
effect as long as there is in force in this state any contract
made by the insurer or liabilities or duties arising therefrom.
[1985 c 264 § 3; 1947 ¢ 79 § .05.20; Rem. Supp. 1947 §
45.05.20.]

48.05.210 Service of process—Procedure. (1)
Duplicate copies of legal process against an insurer for
whom the commissioner is attorney shall be served upon him
either by a person competent to serve a summons, or by
registered mail. At the time of service the plaintiff shall pay
to the commissioner ten dollars, taxable as costs in the
action.

(2) The commissioner shall forthwith send one of the
copies of the process, by registered mail with return receipt
requested, to the person designated for the purpose by the
insurer in its most recent such designation filed with the
commissioner.

(3) The commissioner shall keep a record of the day and
hour of service upon him of all legal process. No proceed-
ings shall be had against the insurer, and the insurer shall
not be required to appear, plead, or answer until the expira-
tion of forty days after the date of service upon the commis-
sioner. [1981 c 339 § 3; 1947 c 79 § .05.21; Rem. Supp.
1947 § 45.05.21.]

48.05.215 Unauthorized foreign or alien insurers—
Jurisdiction of state courts—Service of process—
Procedure. (1) Any foreign or alien insurer not thereunto
authorized by the commissioner, whether it be a surplus lines
insurer operating under chapter 48.15 RCW or not, who, by
mail or otherwise, solicits insurance business in this state or
transacts insurance business in this state as defined by RCW
48.01.060, thereby submits itself to the jurisdiction of the
courts of this state in any action, suit or proceeding instituted
by or on behalf of an insured, beneficiary or the commis-
sioner arising out of such unauthorized solicitation of
insurance business, including, but not limited to, an action
for injunctive relief by the commissioner.

(2) In any such action, suit or proceeding instituted by
or on behalf of an insured or beneficiary, service of legal
process against such unauthorized foreign or alien insurer
may be made by service of duplicate copies of legal process
on the commissioner by a person competent to serve a
summons or by registered mail. At the time of service the
plaintiff shall pay to the commissioner ten dollars, taxable as
costs in the action. The commissioner shall forthwith mail
one of the copies of the process, by registered mail with
return receipt requested, to the defendant at its last known
principal place of business. The defendant insurer shall have
forty days from the date of the service on the commissioner
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within which to plead, answer or otherwise defend the
action.

(3) In any such action, suit or proceeding by the
commissioner, service of legal process against such unautho-
rized foreign or alien insurer may be made by personal
service of legal process upon any officer of such insurer at
its last known principal place of business outside the state of
Washington. The summons upon such unauthorized foreign
or alien insurer shall contain the same requisites and be
served in like manner as personal summons within the state
of Washington; except, the insurer shall have forty days
from the date of such personal service within which to plead,
answer or otherwise defend the action. [1981 ¢ 339 § 4;
1967 ¢ 150 § 3.]

48.05.220 Venue of actions against insurer. Suit
upon causes of action arising within this state against an
insurer upon an insurance contract shall be brought in the
county where the cause of action arose. [1947 ¢ 79 §
.05.22; Rem. Supp. 1947 § 45.05.22.]

48.05.250 Annual statement. (1) Each authorized
insurer shall annually, before the first day of March, file
with the commissioner a true statement of its financial
condition, transactions, and affairs as of the thirty-first day
of December preceding. The statement forms shall be in
general form and context as approved by the National
Association of Insurance Commissioners for the kinds of
insurance to be reported upon, and as supplemented for
additional information required by this code and by the
commissioner. The statement shall be verified by the oaths
of at least two of the insurer’s officers.

(2) The annual statement of an alien insurer shall relate
only to its transactions and affairs in the United States unless
the commissioner requires otherwise. The statement shall be
verified by the insurer’s United States manager or by its
officers duly authorized.

(3) The commissioner shall suspend or revoke the
certificate of authority of any insurer failing to file its annual
statement when due or during any extension of time therefor
which the commissioner, for good cause, may grant. [1983
c 858§ 1; 1947 c 79 § .05.25; Rem. Supp. 1947 § 45.05.25.]
Advertising of financial condition: RCW 48.30.070.

"Assets and liabilities: Chapter 48.12 RCW.
False financial statements: RCW 48.30.030.

48.05.270 Alien insurer—Capital funds, determina-
tion. (1) The capital funds of an alien insurer shall be
deemed to be the amount by which its assets, deposited and
otherwise held as provided in RCW 48.05.090 exceed its
liabilities with respect to its business transacted in the United
States.

(2) Assets of such insurer held in any state for the
special protection of policyholders and obligees in such state
shall not constitute assets of the insurer for the purposes of
this code. Liabilities of the insurer so secured by such
assets, but not exceeding the amount of such assets, may be
deducted in computing the insurer’s liabilities for the pur-
pose of this section. [1947 ¢ 79 § .05.27; Rem. Supp. 1947
§ 45.05.27] :
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48.05.280 Records and accounts of insurers. Every
insurer shall keep full and adequate accounts and records of
its assets, obligations, transactions, and affairs. [1947 ¢ 79
§ .05.28; Rem. Supp. 1947 § 45.05.28.]

48.05.290 Withdrawal of insurer—Reinsurance. (1)
No insurer shall withdraw from this state until its direct
liability to its policyholders and obligees under all its
insurance contracts then in force in this state has been as-
sumed by another authorized insurer under an agreement
approved by the commissioner. In the case of a life insurer,
its liability pursuant to contracts issued in this state in
settlement of proceeds under its policies shall likewise be so
assumed.

(2) The commissioner may waive this requirement if he
finds upon examination that a withdrawing insurer is then
fully solvent and that the protection to be given its policy-
holders in this state will not be impaired by the waiver.

(3) The assuming insurer shall within a reasonable time
replace the assumed insurance contracts with its own, or by
endorsement thereon acknowledge its liability thereunder.
[1947 ¢ 79 § .05.29; Rem. Supp. 1947 § 45.05.29.]

48.05.300 Credit disallowed for reinsurance ceded
to an insurer—Exceptions. No credit shall be allowed to
any domestic insurer, as an asset or as a deduction from
liability for reinsurance ceded to an insurer, except as
provided in RCW 48.12.160. [1993 c 91 § 1; 1977 exs. c
180 § 1; 1947 ¢ 79 § .05.30; Rem. Supp. 1947 § 45.05.30.]

48.05.310 General agents, managers—
Appointment—Powers—Licensing. (1) An insurer
appointing any person as its general agent or manager to
represent it as such in this state shall file notice of the
appointment with the commissioner on forms prescribed and
furnished by the commissioner.

(2) Any such general agent or manager shall have such
authority, consistent with this code, as may be conferred by
the insurer. A general agent resident in this state and
licensed, as in this section provided, may exercise the
powers conferred by this code upon agents licensed for the
kinds of insurance which the general agent is authorized to
transact for the insurer so appointing him.

(3) Any such general agent may accept applications for
insurance from licensed agents who are not appointed by the
insurer of such general agent where the risk involved is
placed in a nonstandard or specialty market of an authorized
insurer as defined by regulation of the commissioner. Such
nonstandard or specialty business shall not be bound by any
agent not appointed by the insurer. A general agent may
supply such licensed, nonappointed agent with material to
write nonstandard or specialty insurance business including,
but not limited to, applications for insurance, underwriting
criteria, and rates. A general agent shall not provide any
licensed, nonappointed agent with indicia of authority to bind
an insurance risk and the general agent and nonappointed
agent shall provide written disclaimers of binding authority
to an applicant or prospective insured in such form as
prescribed by the commissioner.

(4) The appointment of a resident general agent shall
not be effective unless the person so appointed is licensed as
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the general agent of such insurer by the commissioner upon
application and payment of the fee therefor as provided in
RCW 48.14.010.

(5) A general agent’s license and its renewal shall be in
accordance with chapter 48.17 RCW as applicable to agents
and brokers.

(6) The commissioner may deny, suspend, or revoke any
such license for any cause specified in RCW 48.17.530 and
in the manner provided in RCW 48.17.540. [1995 ¢ 338 §
1; 1982 c 181 § 17; 1947 ¢ 79 § .05.31; Rem. Supp. 1947 §
45.05.31.]

Severability—1982 c 181: See note following RCW 48.03.010.

48.05.320 Reports of fire losses. (1) Each authorized
insurer shall promptly report to the chief of the Washington
state patrol, through the director of fire protection, upon
forms as prescribed and furnished by him or her, each fire
loss of property in this state reported to it and whether the
loss is due to criminal activity or to undetermined causes.

(2) Each such insurer shall likewise report to the chief
of the Washington state patrol, through the director of fire
protection, upon claims paid by it for loss or damage by fire
in this state. Copies of all reports required by this section
shall be promptly transmitted to the state insurance commis-
sioner. [1995 ¢ 369 § 24; 1986 c 266 § 66; 1985 c 470 §
16; 1947 ¢ 79 § .05.32; Rem. Supp. 1947 § 45.05.32.] -

Effective date—1995 c 369: See note following RCW 43.43.930.

Severability—1986 ¢ 266: See note following RCW 38.52.005.

Severability—Effective date—1985 c 470: See notes following
RCW 48.48.030.

48.05.330 Insurers—Combination of kinds of
insurance authorized—Exceptions. An insurer which
otherwise qualifies therefor may be authorized to transact
any one kind or combinations of kinds of insurance as
defined in chapter 48.11 RCW, except:

(1) A life insurer may grant annuities and may be
authorized to transact in addition only disability insurance;
except, that the commissioner may, if the insurer otherwise
qualifies therefor, continue so to authorize any life insurer
which immediately prior to June 13, 1963 was lawfully
authorized to transact in this state a kind or kinds of insur-
ance in addition to life and disability insurances and annuity
business.

(2) A reciprocal insurer shall not transact life insurance.

(3) A title insurer shall be a stock insurer and shall not
transact any other kind of insurance. This provision shall
not prohibit the ceding of reinsurance by a title insurer to
insurers other than mutual or reciprocal insurers. [1963 c
195 § 6.]

48.05.340 Capital and surplus requirements. (1)
Subject to RCW 48.05.350 and 48.05.360 to qualify for
authority to transact any one kind of insurance as defined in
chapter 48.11 RCW or combination of kinds of insurance as
shown below, a foreign or alien insurer, whether stock or
mutual, or a domestic insurer hereafter formed shall possess
unimpaired paid-in capital stock, if a stock insurer, or
unimpaired surplus if a mutual insurer, and additional funds
in surplus, as follows, and shall thereafter maintain unim-
paired a combined total of: (a) The paid-in capital stock if
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a stock insurer or surplus if a mutual insurer, plus (b) such
additional funds in surplus equal to the total of the following
initial requirements:

Paid-in capital

Kind or kinds stock or  Additional

of insurance basic surplus  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
General casualty ............ 2,400,000 2,400,000
Vehicle .. ................. 2,000,000 2,000,000
Surety ................... 2,000,000 2,000,000
Any two of the 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

Title (in accordance with the
provisions of chapter 48.29 RCW)

(2) Capital and surplus requirements are based upon all
the kinds of insurance transacted by the insurer wherever it
may operate or propose to operate, whether or not only a
portion of such kinds are to be transacted in this state.

(3) Until December 31, 1996, a foreign or alien insurer
holding a certificate of authority to transact insurance in this
state immediately prior to June 9, 1994, may continue to be
authorized to transact the same kinds of insurance as long as
it is otherwise qualified for such authority. A domestic
insurer holding a certificate of authority to transact insurance
in this state immediately prior to June 9, 1994, may continue
to be authorized to transact the same kinds of insurance as
long as it is otherwise qualified for such an authority and
thereafter maintains unimpaired the amount of paid-in capital
stock, if a stock insurer, or basic surplus, if a mutual or
reciprocal insurer, and special or additional surplus as
required of it under laws in force immediately prior to June
9,1994. [1995c 83 § 14; 1994 ¢ 171 § 1; 1993 c 462 § 50;
1991 sps.c 5 § 1; 1982 c 181 § 3; 1980 ¢ 135 § 1; 1967 c
150 § S; 1963 c 195 § 7.]

Severability—Implementation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

Effective date—1991 sp.s. ¢ 5: "This act is necessary for the
immediate preservation of the public peace, health, or safety, or support of
the state government and its existing public institutions, and shall take effect
July 1, 1991." [1991 sps. ¢ 5 § 3.]

Severability—1982 c 181: See note following RCW 48.03.010.

48.05.350 General casualty insurer combining
disability, fidelity, insurance. An insurer authorized to
transact general casualty insurance shall be authorized to
transact disability insurance and fidelity insurance without
requiring additional financial qualifications. [1963 c 195 §
8.]
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48.05.360 Special surplus requirements for certain
combinations. An insurer shall not be authorized to transact
any one of the following insurances,—vehicle, or general
casualty, or marine and transportation, or surety,—with any
additional kind of insurance unless it maintains at all times
special surplus of not less than one hundred thousand dollars
in addition to the paid-in capital stock if a stock insurer or
basic surplus if a mutual or reciprocal insurer otherwise
required. This section does not apply to combinations
transacted by a general casualty insurer pursuant to RCW
48.05.350. [1963 c 195 § 9.]

48.05.370 Fiduciary relationship to insurer of
officers, directors or corporation holding controlling
interest. Officers and directors of an insurer or a corpo-
ration holding a controlling interest in an insurer shall be
deemed to stand in a fiduciary relation to the insurer, and
shall discharge the duties of their respective positions in
good faith, and with that diligence, care and skill which
ordinary prudent men would exercise under similar circum-
stances in like positions. [1969 ex.s. c 241 § 1.]

48.05.380 Reports by property and casualty insur-
ers—Rules. The insurance commissioner shall promulgate
rules requiring insurers who are authorized to write property
and casualty insurance in the state of Washington to record
and report their Washington state loss and expense experi-
ences and other data, as required by RCW 48.05.390. [1986
c 148 § 1; 1985 ¢ 238 § 1.]

Effective date—1985 c 238: "The requirements of RCW 48.05.380
and 48.05.390 shall commence with the year-end report for the reporting
period ending December 31, 1986. In addition, the data required under
RCW 48.05.390 shall be provided for the years 1975 through 1985 and

shall be filed with the commissioner on or before March 1, 1986." [1985
c 238 §3.]

Severability—198S5 ¢ 238: "If any provision of this act or its
application to any person or circumstance is held invalid, the remainder of
the act or the application of the provision to other persons or circumstances
is not affected.” [1985 c 238 § 4.]

48.05.390 Reports by various insurers—Contents.
(1) The report required by RCW 48.05.380 shall include the
types of insurance written by the insurer for policies pertain-
ing to:

(a) Medical malpractice for physicians and surgeons,
hospitals, other health care professions, and other health care
facilities individually;

(b) Products liability. However, if comparable informa-
tion is included in the annual statement required by RCW
48.05.250, products liability data must not be reported under
RCW 48.05.380;

(c) Attorneys’ malpractice;

(d) Architects’ and engineers’ malpractice;

(e) Municipal liability; and

(f) Day care center liability.

(2) The report shall include the following data by the
type of insurance for the previous year ending on the thirty-
first day of December:

(a) Direct premiums written;

(b) Direct premiums earned;

(c) Net investment income, including net realized capital
gain and losses, using appropriate estimates where necessary;
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(d) Incurred claims, development as the sum of the
following:

(i) Dollar amount of claims closed with payments; plus

(ii) Reserves for reported claims at the end of the
current year; minus

(iii) Reserves for reported claims at the end of the
previous year; plus

(iv) Reserves for incurred but not reported claims at the
end of the current year; minus

~ (v) Reserves for incurred but not reported claims at the
end of the previous year; plus

(vi) Reserves for loss adjustment expense at the end of
the current year; minus

(vii) Reserves for loss adjustment expense at the end of
the previous year.

(e) Actual incurred expenses allocated separately to loss
adjustment, commissions, other acquisition costs, advertising,
general office expenses, taxes, licenses and fees, and all
other expenses;

(f) Net underwriting gain or loss;

(g) Net operation gain or loss, including net investment
income; and

(h) Other information requested by the insurance
commissioner.

(3) The report shall be filed annually with the commis-
sioner, no later than the first day of May. [1994 c 131 § 7;
1988 c 248 § 6; 1986 c 148 § 2; 1985 c 238 § 2.]

Effective date—Severability—1985 c 238: See notes following
RCW 48.05.380.

48.05.400 Annual filing and fee to National Associa-
tion of Insurance Commissioners—Penalty. (1) Each
domestic, foreign, and alien insurer that is authorized to
transact insurance in this state shall annually, on or before
March 1 of each year, file with the National Association of
Insurance Commissioners a copy of its annual statement
convention blank, along with such additional filings as
prescribed by the commissioner for the preceding year. The
information filed with the National Association of Insurance
Commissioners shall be in the same format and scope as that
required by the commissioner and shall include the signed
jurate page and the actuarial certification. Any amendments
and addendums to the annual statement filing subsequently
filed with the commissioner shall also be filed with the
National Association of Insurance Commissioners.

(2) Coincident with the filing of its annual statement
convention blank and other filings, each such insurer shall
pay a reasonable fee directly to the National Association of
Insurance Commissioners in an amount approved by the
commissioner to cover the costs associated with the analysis
of the annual statement convention blank.

(3) Foreign insurers that are domiciled in a state which
has a law substantially similar to subsection (1) of this
section shall be considered to be in compliance with this
section.

(4) In the absence of actual malice, members of the
National Association of Insurance Commissioners, their duly
authorized committees, subcommittees, and task forces, their
delegates, National Association of Insurance Commissioners
employees, and all other persons charged with the responsi-
bility of collecting, reviewing, analyzing, and dissimilating
the information developed from the filing of the annual
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statement convention blanks shall be acting as agents of the
commissioner under the authority of this section and shall
not be subject to civil liability for libel, slander, or any other
cause of action by virtue of their collection, review, and
analysis or dissimilation of the data and information collect-
ed for the filings required under this section.

(5) The commissioner may suspend, revoke, or refuse to
renew the certificate of authority of any insurer failing to file
its annual statement or pay the fees when due or within any
extension of time which the commissioner, for good cause,
may have granted. [1987 c 132 § 1.]

48.05.410 Health care practitioner risk management
training. Effective July 1, 1994, each health care provider,
facility, or health maintenance organization that self-insures
for liability risks related to medical malpractice and employs
physicians or other independent health care practitioners in
Washington state shall condition each physician’s and
practitioner’s liability coverage by that entity upon that
physician’s or practitioner’s participation in risk management
training offered by the provider, facility, or health mainte-
nance organization to its employees. The risk management
training shall provide information related to avoiding adverse
health outcomes resulting from substandard practice and
minimizing damages associated with those adverse health
outcomes that do occur. For purposes of this section,
"independent health care practitioner" means those health
care practitioner licensing classifications designated by the
department of health in rule pursuant to *RCW 18.130.330.
[1993 ¢ 492 § 414.]

*Reviser’s note: RCW 18.130.330 was repealed by 1995 c 265 § 27,
effective July I, 1995.

Findings—Intent—1993 c 492: See notes following RCW 43.20.050.

Short title—Severability—Savings—Captions not law—Reservation
of legislative power—EfTective dates—1993 ¢ 492: See RCW 43.72.910
through 43.72.915.

48.05.430 Definitions. As used in RCW 48.05.430
through 48.05.490, these terms have the following meanings:

(1) "RBC" means risk-based capital.

(2) "NAIC" means the national association of insurance
commissioners.

(3) "Domestic insurer” means any insurance company
domiciled in this state.

(4) "Foreign or alien insurer” means any insurance
company that is licensed to do business in this state under
this chapter but is not domiciled in this state.

(5) "Life and disability insurer" means any insurance
company authorized to write only life insurance, disability
insurance, or both, as defined in chapter 48.11 RCW.

(6) "Property and casualty insurer" means any insurance
company authorized to write only property insurance, marine
and transportation insurance, general casualty insurance,
vehicle insurance, or any.combination thereof, including
disability insurance, as defined in chapter 48.11 RCW.

(7) "Corrective order" means an order issued by the
commissioner specifying corrective actions that the commis-
sioner has determined are required.

(8) "Negative trend" means, with respect to a life
insurer, a disability insurer, or a life and disability insurer,
the negative trend over a period of time, as determined in
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accordance with the trend test calculation included in the
RBC instructions.

(9) "Adjusted RBC report" means an RBC report that
has been adjusted by the commissioner in accordance with
RCW 48.05.435(5).

(10) "RBC instructions" means the RBC report including
risk-based capital instructions adopted by the NAIC.

(11) "RBC level" means an insurer’s company action
level RBC, regulatory action level RBC, authorized control
level RBC, or mandatory control level RBC where:

(a) "Company action level RBC" means, with respect to
any insurer, the product of 2.0 and its authorized control
level RBC;

(b) "Regulatory action level RBC" means the product
[of] 1.5 and its authorized control level RBC;

(c) "Authorized control level RBC" means the number
determined under the risk-based capital formula in accor-
dance with the RBC instructions; and

(d) "Mandatory control level RBC" means the product
of .70 and the authorized control level RBC.

(12) "RBC plan" means a comprehensive financial plan
containing the elements specified in RCW 48.05.440(2). If
the commissioner rejects the RBC plan, and it is revised by
the insurer, with or without the commissioner’s recom-
mendation, the plan shall be called the "revised RBC plan."

(13) "RBC report" means the report required in RCW
48.05.435.

(14) "Total adjusted capital” means the sum of:

(a) An insurer’s statutory capital and surplus as deter-
mined in accordance with statutory accounting applicable to
the annual financial statements required to be filed under
RCW 48.05.250; and

(b) Other items, if any, as the RBC instructions may
provide. [1995c 83 § 1.]

48.05.435 Report of RBC levels—Formula for
determining levels—Inaccurate reports adjusted by
commissioner. (1) Every domestic insurer shall, on or prior
to the filing date, which is hereby established as March 1,
prepare and submit to the commissioner a report of its RBC
levels as of the end of the calendar year just ended, in a
form and containing that information required by the RBC
instructions. In addition, every domestic insurer shall file its
RBC report:

(a) With the NAIC in accordance with the RBC instruc-
tions; and

(b) With the insurance commissioner in any state in
which the insurer is authorized to do business, if the insur-
ance commissioner has notified the insurer of its request in
writing, in which case the insurer shall file its RBC report
not later than the later of:

(i) Fifteen days from the receipt of notice to file its
RBC report with that state; or

(ii) The filing date.

(2) A life and disability insurer’s RBC shall be deter-
mined in accordance with the formula set forth in the RBC
instructions. The formula shall take into account and may
adjust for the covariance between:

(a) The risk with respect to the insurer’s assets;

(b) The risk of adverse insurance experience with
respect to the insurer’s liabilities and obligations;
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(c) The interest rate risk with respect to the insurer’s
business; and

(d) All other business risks and other relevant risks as
are set forth in the RBC instructions; determined in each
case by applying the factors in the manner set forth in the
RBC instructions.

(3) A property and casualty insurer’s RBC shall be
determined in accordance with the formula set forth in the
RBC instructions. The formula shall take into account and
may adjust for the covariance between:

(a) Asset risk;

(b) Credit risk;

(c) Underwriting risk; and

(d) All other business risks and other relevant risks as
are set forth in the RBC instructions; determined in each
case by applying the factors in the manner set forth in the
RBC instructions. ‘

(4) An excess of capital over the amount produced by
the RBC requirements and the formulas, schedules, and
instructions under RCW 48.05.430 through 48.05.490 is
desirable in the business of insurance. Accordingly, insurers
should seek to maintain capital above the RBC levels
required. Additional capital is used and useful in the
insurance business and helps to secure an insurer against
various risks inherent in, or affecting, the business of
insurance and not accounted for or only partially measured
by the RBC requirements.

(5) If a domestic insurer files an RBC report that in the
judgment of the commissioner is inaccurate, then the
commissioner shall adjust the RBC report to correct the
inaccuracy and shall notify the insurer of the adjustment.
The notice shall contain a statement of the reason for the
adjustment. [1995 ¢ 83 § 2.]

48.05.440 Company action level event—Definition—
RBC plan—Commissioner’s review. (1) "Company action
level event" means any of the following events:

(a) The filing of an RBC report by an insurer indicating
that:

(i) The insurer’s total adjusted capital is greater than or
equal to its regulatory action level RBC, but less than its
company action level RBC; or

(ii) If a life and disability insurer, the insurer has total
adjusted capital that is greater than or equal to its company
action level RBC, but less than the product of its authorized
control level RBC and 2.5 and has a negative trend;

(b) The notification by the commissioner to the insurer
of an adjusted RBC report that indicates an event in (a) of
this subsection, provided the insurer does not challenge the
adjusted RBC report under RCW 48.05.460; or

(c) If, under RCW 48.05.460, an insurer challenges an
adjusted RBC report that indicates an event in (a) of this
subsection, the notification by the commissioner to the
insurer that the commissioner has, after a hearing, rejected
the insurer’s challenge.

(2) In the event of a company action level event, the
insurer shall prepare and submit to the commissioner an
RBC plan that:

(a) Identifies the conditions that contribute to the
company action level event; )
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(b) Contains proposals of corrective actions that the
insurer intends to take and would be expected to result in the
elimination of the company action level event;

(c) Provides projections of the insurer’s financial results
in the current year and at least the four succeeding years,
both in the absence of proposed corrective actions and giving
effect to the proposed corrective actions, including projec-
tions of statutory operating income, net income, capital, and
surplus. The projections for both new and renewal business
might include separate projections for each major line of
business and separately identify each significant income,
expense, and benefit component;

(d) Identifies the key assumptions impacting the
insurer’s projections and the sensitivity of the projections to
the assumptions; and '

(e) Identifies the quality of, and problems associated
with, the insurer’s business, including but not limited to its
assets, anticipated business growth and associated surplus
strain, extraordinary exposure to risk, mix of business, and
use of reinsurance, if any, in each case.

(3) The RBC plan shall be submitted:

(a) Within forty-five days of the company action level
event; or

(b) If the insurer challenges an adjusted RBC report
under RCW 48.05.460, within forty-five days after notifica-
tion to the insurer that the commissioner has, after a hearing,
rejected the insurer’s challenge.

(4) Within sixty days after the submission by an insurer
of an RBC plan to the commissioner, the commissioner shall
notify the insurer whether the RBC plan may be implement-
ed or is, in the judgment of the commissioner, unsatisfactory.
If the commissioner determines the RBC plan is unsatisfacto-
ry, the notification to the insurer shall set forth the reasons
for the determination, and may set forth proposed revisions
that will render the RBC plan satisfactory. Upon notification
from the commissioner, the insurer shall prepare a revised
RBC plan, that may incorporate by reference any revisions
proposed by the commissioner, and shall submit the revised
RBC plan to the commissioner:

(a) Within forty-five days after the notification from the
commissioner; or

(b) If the insurer challenges the notification from the
commissioner under RCW 48.05.460, within forty-five days
after a notification to the insurer that the commissioner has,
after a hearing, rejected the insurer’s challenge.

(5) In the event of a notification by the commissioner to
an insurer that the insurer’s RBC plan or revised RBC plan
is unsatisfactory, the commissioner may, subject to the
insurer’s rights to a hearing under RCW 48.05.460, specify
in the notification that the notification constitutes a regulato-
ry action level event.

(6) Every domestic insurer that files an RBC plan or
revised RBC plan with the commissioner shall file a copy of
the RBC plan or revised RBC plan with the insurance
commissioner in any state in which the insurer is authorized
to do business if:

(a) The state has an RBC provision substantially similar
to RCW 48.05.465(1); and

(b) The insurance commissioner of that state has
notified the insurer of its request for the filing in writing, in
which case the insurer shall file a copy of the RBC plan or
revised RBC plan in that state no later than the later of:
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(i) Fifteen days after the receipt of notice to file a copy
of its RBC plan or revised plan with the state; or

(i1)) The date on which the RBC plan or revised RBC
plan is filed under subsections (3) and (4) of this section.
[1995 c 83 § 3.]

48.05.445 Regulatory action level event—
Definition—Commissioner’s duties—Corrective actions.
(1) "Regulatory action level event" means, with respect to
any insurer, any of the following events:

(a) The filing of an RBC report by the insurer indicating
that the insurer’s total adjusted capital is greater than or
equal to its authorized control level RBC but less than its
regulatory action level RBC;

(b) The notification by the commissioner to an insurer
of an adjusted RBC report that indicates the event in (a) of
this subsection, provided the insurer does not challenge the
adjusted RBC report under RCW 48.05.460;

(c) If, under RCW 48.05.460, the insurer challenges an
adjusted RBC report that indicates the event in (a) of this
subsection, the notification by the commissioner to the
insurer that the commissioner has, after a hearing, rejected
the insurer’s challenge;

(d) The failure of the insurer to file an RBC report by
the filing date, unless the insurer has provided an explanation
for such failure that is satisfactory to the commissioner and
has cured the failure within ten days after the filing date;

(e) The failure of the insurer to submit an RBC plan to
the commissioner within the time period set forth in RCW
48.05.440(3);

(f) Notification by the commissioner to the insurer that:

(i) The RBC plan or revised RBC plan submitted by the
insurer is, in the judgment of the commissioner, unsatisfacto-
ry; and )

(ii) The notification constitutes a regulatory action level
event with respect to the insurer, provided the insurer has
not challenged the determination under RCW 48.05.460;

(g) If, under RCW 48.05.460, the insurer challenges a
determination by the commissioner under (f) of this subsec-
tion, the notification by the commissioner to the insurer that
the commissioner has, after a hearing, rejected the challenge;

(h) Notification by the commissioner to the insurer that
the insurer has failed to adhere to its RBC plan or revised
RBC plan, but only if the failure has a substantial adverse
effect on the ability of the insurer to eliminate the company
action level event in accordance with its RBC plan or re-
vised RBC plan and the commissioner has so stated in the
notification, provided the insurer has not challenged the
determination under RCW 48.05.460; or

(i) If, under RCW 48.05.460, the insurer challenges a
determination by the commissioner under (h) of this subsec-
tiqn, the notification by the commissioner to the insurer that
the commissioner has, after a hearing, rejected the challenge.

(2) In the event of a regulatory action level event the
commissioner shall:

(a) Require the insurer to prepare and submit an RBC
plan or, if applicable, a revised RBC plan;

(b) Perform the examination or analysis the commission-
er deems necessary of the assets, liabilities, and operations
of the insurer including a review of its RBC plan or revised
RBC plan; and
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(c) Subsequent to the examination or analysis, issue an
order specifying those corrective actions the commissioner
determines are required.

(3) In determining corrective actions, the commissioner
may take into account those factors deemed relevant with
respect to the insurer based upon the commissioner’s
examination or analysis of the assets, liabilities, and opera-
tions of the insurer, including, but not limited to, the results
of any sensitivity tests undertaken under the RBC instruc-
tions. The RBC plan or revised RBC plan shall be submit-
ted:

(a) Within forty-five days after the occurrence of the
regulatory action level event;

(b) If the insurer challenges an adjusted RBC report
under RCW 48.05.460, and the challenge is not frivolous in
the judgment of the commissioner, within forty-five days
after the notification to the insurer that the commissioner
has, after a hearing, rejected the insurer’s challenge; or

(c) If the insurer challenges a revised RBC plan under
RCW 48.05.460, and the challenge is not frivolous in the
judgment of the commissioner, within forty-five days after
the notification to the insurer that the commissioner has,
after a hearing, rejected the insurer’s challenge.

(4) The commissioner may retain actuaries and invest-
ment experts and other consultants as may be necessary in
the judgment of the commissioner to review the insurer’s
RBC plan or revised RBC plan, examine or analyze the as-
sets, liabilities, and operations of the insurer and formulate
the corrective order with respect to the insurer. The fees,
costs, and expenses relating to consultants shall be borne by
the affected insurer or other party as directed by the commis-
sioner. [1995 c 83 § 4.]

48.05.450 Authorized control level event—
Definition—Commissioner’s duties. (1) "Authorized
control level event" means any of the following events:

(a) The filing of an RBC report by the insurer indicating
that the insurer’s total adjusted capital is greater than or
equal to its mandatory control level RBC but less than its
authorized control level RBC; )

(b) The notification by the commissioner to the insurer
of an adjusted RBC report that indicates the event in (a) of
this subsection, provided the insurer does not challenge the
adjusted RBC report under RCW 48.05.460;

(c) If, under RCW 48.05.460, the insurer challenges an
adjusted RBC report that indicates the event in (a) of this
subsection, notification by the commissioner to the insurer
that the commissioner has, after a hearing, rejected the
insurer’s challenge;

(d) The failure of the insurer to respond, in a manner
satisfactory to the commissioner, to a corrective order,
provided the insurer has not challenged the corrective order
under RCW 48.05.460; or

(e) If the insurer has challenged a corrective order under
RCW 48.05.460 and the commissioner has, after a hearing,
rejected the challenge or modified the corrective order, the
failure of the insurer to respond, in a manner satisfactory to
the commissioner, to the corrective order subsequent to
rejection or modification by the commissioner.

(2) In the event of an authorized control level event
with respect to an insurer, the commissioner shall:
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(a) Take those actions required under RCW 48.05.445
regarding an insurer with respect to which a regulatory
action level event has occurred; or

(b) If the commissioner deems it to be in the best
interests of the policyholders and creditors of the insurer and
of the public, take those actions necessary to cause the
insurer to be placed under regulatory control under chapter
48.31 RCW. In the event the commissioner takes these
actions, the authorized control level event is sufficient
grounds for the commissioner to take action under chapter
48.31 RCW, and the commissioner has the rights, powers,
and duties with respect to the insurer as are set forth in
chapter 48.31 RCW. In the event the commissioner takes
actions under this subsection pursuant to an adjusted RBC
report, the insurer is entitled to those protections afforded to
insurers under RCW 48.31.121 pertaining to summary
proceedings. [1995 c 83 § 5.]

48.05.455 Mandatory control level event—
Definition—Commissioner’s duties. (1) "Mandatory
control level event" means any of the following events:

(a) The filing of an RBC report indicating that the
insurer’s total adjusted capital is less than its mandatory
control level RBC; )

(b) Notification by the commissioner to the insurer of an
adjusted RBC report that indicates the event in (a) of this
subsection, provided the insurer does not challenge the
adjusted RBC report under RCW 48.05.460; or

(c) If, under RCW 48.05.460, the insurer challenges an
adjusted RBC report that indicates the event in (a) of this
subsection, notification by the commissioner to the insurer
that the commissioner has, after a hearing, rejected the
insurer’s challenge.

(2) In the event of a mandatory control level event:

(a) With respect to a life and disability insurer, the
commissioner shall take those actions necessary to place the
insurer under regulatory control under chapter 48.31 RCW.
In that event, the mandatory control level event is sufficient
grounds for the commissioner to take action under chapter
48.31 RCW, and the commissioner has the rights, powers,
and duties with respect to the insurer as are set forth in
chapter 48.31 RCW. If the commissioner takes actions
pursuant to an adjusted RBC report, the insurer is entitled to
the protections of RCW 48.31.121 pertaining to summary
proceedings. However, the commissioner may forego action
for up to ninety days after the mandatory control level event
if the commissioner finds there is a reasonable expectation
that the mandatory control level event may be eliminated
within the ninety-day period.

(b) With respect to a property and casualty insurer, the
commissioner shall take those actions necessary to place the
insurer under regulatory control under chapter 48.31 RCW,
or, in the case of an insurer that is writing no business and
that is running-off its existing business, may allow the
insurer to continue its run-off under the supervision of the
commissioner. In either event, the mandatory control level
event is sufficient grounds for the commissioner to take
action under chapter 48.31 RCW and the commissioner has
the rights, powers, and duties with respect to the insurer as
are set forth in chapter 48.31 RCW. If the commissioner
takes actions pursuant to an adjusted RBC report, the insurer
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is entitled to the protections of RCW 48.31.121 pertaining to
summary proceedings. However, the commissioner may
forego action for up to ninety days after the mandatory
control level event if the commissioner finds there is a
reasonable expectation that the mandatory control level event
may be eliminated within the ninety-day period. [1995 c 83
§6.]

48.05.460 Insurer’s right to a hearing—Request—
Commissioner sets date. (1) Upon notification to an
insurer by the commissioner of any of the following, the
insurer shall have the right to a hearing, in accordance with
chapters 48.04 and 34.05 RCW, at which the insurer may
challenge any determination or action by the commissioner:

(a) Of an adjusted RBC report; or

(b)(i) That the insurer’s RBC plan or revised RBC plan
is unsatisfactory; and

(ii) The notification constitutes a regulatory action level
event with respect to such insurer; or

(c) That the insurer has failed to adhere to its RBC plan
or revised RBC plan and that such failure has a substantial
adverse effect on the ability of the insurer to eliminate the
company action level event with respect to the insurer in
accordance with its RBC plan or revised RBC plan; or

(d) Of a corrective order with respect to the insurer.

(2) The insurer shall notify the commissioner of its
request for a hearing within five days after the notification
by the commissioner under this section. Upon receipt of the
insurer’s request for a hearing, the commissioner shall set a
date for the hearing. The date shall be no less than ten nor
more than thirty days after the date of the insurer’s request.
[1995 c 83 § 7.] .

48.05.465 Confidentiality of RBC reports and
plans—Use of information for comparative purposes—
Use of information to monitor solvency. (1) All RBC
reports, to the extent the information is not required to be set
forth in a publicly available annual statement schedule, and
RBC plans, including the results or report of any examina-
tion or analysis of an insurer and any corrective order issued
by the commissioner, with respect to any domestic insurer or
foreign insurer that are filed with the commissioner consti-
tute information that might be damaging to the insurer if
made available to its competitors, and therefore shall be kept
confidential by the commissioner. This information shall not
be made public or be subject to subpoena, other than by the
commissioner and then only for the purpose of enforcement
actions taken by the commissioner.

(2) The comparison of an insurer’s total adjusted capital
to any of its RBC levels is a regulatory tool that may
indicate the need for possible corrective action with respect
to the insurer, and is not a means to rank insurers generally.
Therefore, except as otherwise required under the provisions
of RCW 48.05.430 through 48.05.490, the making, publish-
ing, disseminating, circulating, or placing before the public,
or causing, directly or indirectly to be made, published,
disseminated, circulated, or placed before the public, in a
newspaper, magazine, or other publication, or in the form of
a notice, circular, pamphlet, letter, or poster, or over any
radio or television station, or in any other way, an advertise-
ment, announcement, or statement containing an assertion,
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representation, or statement with regard to the RBC levels of
any insurer, or of any component derived in the calculation,
by any insurer, agent, broker, or other person engaged in any
manner in the insurance business would be misleading and
is therefore prohibited. However, if any materially false
statement with respect to the comparison regarding an
insurer’s total adjusted capital to its RBC levels, or any of
them, or an inappropriate comparison of any other amount
to the insurer’s RBC levels is published in any written publi-
cation and the insurer is able to demonstrate to the commis-
sioner with substantial proof the falsity of such statement, or
the inappropriateness, as the case may be, then the insurer
may publish an announcement in a written publication if the
sole purpose of the announcement is to rebut the materially
false statement.

(3) The RBC instructions, RBC reports, adjusted RBC
reports, RBC plans, and revised RBC plans are solely for use
by the commissioner in monitoring the solvency of insurers
and the need for possible corrective action with respect to
insurers and shall not be used by the commissioner for
ratemaking nor considered or introduced as evidence in any
rate proceeding nor used by the commissioner to calculate or
derive any elements of an appropriate premium level or rate
of return for any line of insurance that an insurer or any
affiliate is authorized to write. [1995 ¢ 83 § 8.]

48.05.470 Regulation of capital and surplus require-
ments is supplemental —Commissioner may grant
exemptions. (1) The provisions of RCW 48.05.430 through
48.05.490 are supplemental to any other provisions of the
laws of this state, and shall not preclude or limit any other
powers or duties of the commissioner under those laws,
including, but not limited to, chapter 48.31 RCW.

(2) The commissioner may exempt any domestic
property and casualty insurer from RCW 48.05.430 through
48.05.490, if the insurer:

(a) Writes direct business only in this state;

(b) Writes direct annual premiums of two million dollars
or less; and

(c) Assumes no reinsurance in excess of five percent of
direct premiums written. [1995 ¢ 83 § 9.]

48.05.475 RBC report from foreign or alien insur-
ers—Request of commissioner—Commissioner’s options.
(1) Any foreign or alien insurer shall, upon the written
request of the commissioner, submit to the commissioner an
RBC report as of the end of the calendar year just ended by
the later of:

(a) The date an RBC report would be required to be
filed by a domestic insurer under RCW 48.05.435; or

(b) Fifteen days after the request is received by the
foreign or alien insurer. Any foreign or alien insurer shall,
at the written request of the commissioner, promptly submit
to the commissioner a copy of any RBC plan that is filed
with the insurance commissioner of any other state.

(2) In the event of a company action level event,
regulatory action level event, or authorized control level
event with respect to any foreign or alien insurer as deter-
mined under the RBC statute applicable in the state of
domicile of the insurer or, if no RBC statute is in force in
that state, under the provisions of RCW 48.05.430 through
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48.05.490, if the insurance commissioner of the state of
domicile of the foreign or alien insurer fails to require the
foreign or alien insurer to file an RBC plan in the manner
specified under that state’s RBC statute, the commissioner
may require the foreign or alien insurer to file an RBC plan.
In this event, the failure of the foreign or alien insurer to file
an RBC plan is grounds to order the insurer to cease and
desist from writing new insurance business in this state.

(3) In the event of a mandatory control level event with
respect to any foreign or alien insurer, if no domiciliary
receiver has been appointed with respect to the foreign or
alien insurer under the rehabilitation and liquidation statute
applicable in the state of domicile of the foreign or alien
insurer, the commissioner may apply for an order under
RCW 48.31.080 or 48.31.090 to conserve the assets within
this state of foreign or alien insurers, and the occurrence of
the mandatory control level event is considered adequate
grounds for the application. [1995 c 83 § 10.]

48.05.480 No liability for regulation of capital and
surplus requirements. There is no liability on the part of,
and no cause of action may arise against, the commissioner
or insurance department or its employees or agents for any
action taken by them in the performance of their powers and
duties under RCW 48.05.430 through 48.05.490. [1995 c 83
§ 11.]

48.05.485 Notices by commissioner—When effec-
tive. All notices by the commissioner to an insurer that may
result in regulatory action are effective upon dispatch if
transmitted by registered or certified mail, or in the case of
any other transmission are effective upon the insurer’s
receipt of the notice. [1995 c 83 § 12.]

48.05.490 RBC reports for 1995—Requirements.
For RBC reports required by property and casualty insurers
for 1995, the following requirements apply in lieu of RCW
48.05.440 through 48.05.455:

(1) In the event of a company action level event with
respect to a domestic insurer, the commissioner shall take no
regulatory action.

(2) In the event of a regulatory action level event under
RCW 48.05.445(1) (a), (b), or (c) the commissioner shall
take the actions required under RCW 48.05.440.

(3) In the event of a regulatory action level event under
RCW 48.05.445(1) (d), (e), (f), (g), (h), or (i) or an autho-
rized control level event, the commissioner shall take the
actions required under RCW 48.05.445.

(4) In the event of a mandatory control level event with
respect to an insurer, the commissioner shall take the actions
required under RCW 48.05.450. [1995 c 83 § 13.)

48.05.510 Disclosure of certain material transac-
tions—Insurer’s report—Information is confidential. (1)
Every insurer domiciled in this state shall file a report with
the commissioner disclosing material acquisitions and
dispositions of assets or material nonrenewals, cancellations,
or revisions of ceded reinsurance agreements unless these
acquisitions and dispositions of assets or material
nonrenewals, cancellations, or revisions of ceded reinsurance
agreements have been submitted to the commissioner for
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review, approval, or information purposes under other
provisions of this title or other requirements.

(2) The report required in subsection (1) of this section
is due within fifteen days after the end of the calendar month
in which any of the transactions occur.

(3) One complete copy of the report, including any
exhibits or other attachments filed as part of the report, shall
be filed with the:

(a) Commissioner; and

(b) National association of insurance commissioners.

(4) All reports obtained by or disclosed to the commis-
sioner under this section and RCW 48.05.515 through
48.05.535 are exempt from public inspection and copying
and are not subject to subpoena. These reports shall not be
made public by the commissioner, the national association of
insurance commissioners, or any other person, except to
insurance departments of other states, without the prior
written consent of the insurer to which it pertains unless the
commissioner, after giving the insurer that would be affected
by disclosure notice and a hearing under chapter 48.04
RCW, determines that the interest of policyholders, share-
holders, or the public will be served by the publication, in
which event the commissioner may publish all or any part of
the report in the manner he or she deems appropriate. [1995
c8 §1.]

48.05.515 Material acquisitions or dispositions. No
acquisitions or dispositions of assets need be reported under
RCW 48.05.510 if the acquisitions or dispositions are not
material. For purposes of RCW 48.05.510 through
48.05.535, a material acquisition, or the aggregate of any
series of related acquisitions during any thirty-day period; or
disposition, or the aggregate of any series of related disposi-
tions during any thirty-day period is an acquisition or
disposition that is nonrecurring and not in the ordinary
course of business and involves more than five percent of
the reporting insurer’s total assets as reported in its most
recent statutory statement filed with the commissioner.
[1995 c 86 § 2.]

48.05.520 Asset acquisitions—Asset dispositions. (1)
Asset acquisitions subject to RCW 48.05.510 through
48.05.535 include every purchase, lease, exchange, merger,
consolidation, succession, or other acquisition other than the
construction or development of real property by or for the
reporting insurer or the acquisition of materials for such a
purpose.

(2) Asset dispositions subject to RCW 48.05.510
through 48.05.535 include every sale, lease, exchange,
merger, consolidation, mortgage, hypothecation, abandon-
ment, destruction, other disposition, or assignment, whether
the assignment is for the benefit of creditors or otherwise.
[1995 ¢ 86 § 3.]

48.05.525 Report of a material acquisition or
disposition of assets—Information required. (1) The
following information is required to be disclosed in any re-
port of a material acquisition or disposition of assets:

(a) Date of the transaction;

(b) Manner of acquisition or disposition;

(c) Description of the assets involved;
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(d) Nature and amount of the consideration given or
received;

(e) Purpose of or reason for the transaction;

(f) Manner by which the amount of consideration was
determined;

(g) Gain or loss recognized or realized as a result of the
transaction; and

- (h) Names of the persons from whom the assets were
acquired or to whom they were disposed.

(2) Insurers are required to report material acquisitions
and dispositions on a nonconsolidated basis unless the
insurer is part of a consolidated group of insurers that
utilizes a pooling arrangement or one hundred percent
reinsurance agreement that affects the solvency and integrity
of the insurer’s reserves and such an insurer ceded substan-
tially all of its direct and assumed business to the pool. An
insurer has ceded substantially all of its direct and assumed
business to a pool if the insurer has less than one million
dollars total direct plus assumed written premiums during a
calendar year that are not subject to a pooling arrangement
and the net income of the business not subject to the pooling
arrangement represents less than five percent of the insurer’s
capital and surplus. [1995 c 86 § 4.]

48.05.530 Material nonrenewals, cancellations, or
revisions of ceded reinsurance agreements. (1) No
nonrenewals, cancellations, or revisions of ceded reinsurance
agreements need be reported under RCW 48.05.510 if the
nonrenewals, cancellations, or revisions are not material.
For purposes of RCW 48.05.510 through 48.05.535, a
material nonrenewal, cancellation, or revision is one that
affects:

(a) More than fifty percent of a property and casualty
insurer’s total ceded written premium;

(b) More than fifty percent of the property and casualty
insurer’s total ceded indemnity and loss adjussment reserves;

(c) More than fifty percent of a nonproperty and
casualty insurer’s total reserve credit taken for business
ceded, on an annualized basis, as indicated in the insurer’s
most recent annual statement;

(d) More than ten percent of an insurer’s total cession
when it is replaced by one or more unauthorized reinsurers;
or :

(e) Previously established collateral requirements, when
they have been reduced or waived as respects one or more
unauthorized reinsurers representing collectively more than
ten percent of a total cession.

(2) However, a filing is not required if:

(a) A property and casualty insurer’s total ceded written
premium represents, on an annualized basis, less than ten
percent of its total written premium for direct and assumed
business; or

(b) A nonproperty and casualty insurer’s total reserve
credit taken for business ceded represents, on an annualized
basis, less than ten percent of the statutory reserve require-
ment prior to any cession. [1995 ¢ 86 § 5.]

48.05.535 Report of a material nonrenewal,
cancellation, or revision of ceded reinsurance
agreements—Information required. (1) The following is
required to be disclosed in any report of a material
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nonrenewal, cancellation, or revision of ceded reinsurance
agreements:

(a) The effective date of the nonrenewal, cancellation,
or revision;

(b) The description of the transaction with an identifica-
tion of the initiator;

(c) The purpose of or reason for the transaction; and

(d) If applicable, the identity of the replacement
reinsurers.

(2) Insurers are required to report all material
nonrenewals, cancellations, or revisions of ceded reinsurance
agreements on a nonconsolidated basis unless the insurer is
part of a consolidated group of insurers that utilizes a
pooling arrangement or one hundred percent reinsurance
agreement that affects the solvency and integrity of the
insurer’s reserves and the insurer ceded substantially all of
its direct and assumed business to the pool. An insurer has
ceded substantially all of its direct and assumed business to
a pool if the insurer has less than one million dollars total
direct plus assumed written premiums during a calendar year
that are not subject to a pooling arrangement and the net
income of the business not subject to the pooling arrange-
ment represents less than five percent of the insurer’s capital
and surplus. [1995 c 86 § 6.]

48.05.900 Severability—1995 c 83. If any provision
of this act or its application to any person or circumstance is
held invalid, the remainder of the act or the application of
the provision to other persons or circumstances is not
affected. [1995 c 83 § 15.]

Chapter 48.06

ORGANIZATION OF DOMESTIC INSURERS
Sections
48.06.010 Types of domestic insurers permitted.
48.06.020 Assessment mutuals prohibited—Exceptions.
48.06.030  Solicitation permit.
48.06.040 Application for solicitation permit.
48.06.050 Procedure upon application.
48.06.060 Issuance of permit—Bond.
48.06.070 Duration of permit—Contents.
48.06.080 Permit as inducement.
48.06.090 Solicitors’ licenses.
48.06.100 Modification, revocation of permit.
48.06.110 Bond—Cash deposit.

48.06.120 Escrow of funds.
48.06.130 Liability of organizers—Organization expense.

48.06.150 Payment for subscriptions—Forfeiture.

48.06.160 Insurance applications—Mutual and reciprocal insurers.
48.06.170  Procedure on failure to complete organization or to qualify.
48.06.180  Subsequent financing.

48.06.190 Penalty for exhibiting false accounts, etc.

48.06.200 Incorporation, articles of—Contents.

48.06.010 Types of domestic insurers permitted. An
insurer formed in this state shall be either

(1) An incorporated stock insurer, or

(2) An incorporated mutual insurer, or

(3) An incorporated specific risks mutual property
insurer, or

(4) An incorporated mutual assessment property insurer
only, or
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(5) An incorporated farm mutual assessment property
insurer only, or

(6) A reciprocal insurer, with respective powers, duties,
and restrictions as provided in this code. [1947c 79 §
.06.01; Rem. Supp. 1947 § 45.06.01.]

48.06.020 Assessment mutuals prohibited—
Exceptions. No insurer shall be formed or be authorized in
this state to issue contracts of insurance the performance of
which is contingent upon the payment of assessments,
assessment premiums, or calls made upon its members.
Mutual assessment property insurers and farm mutual
assessment property insurers shall be the only exception to
this provision. [1947 ¢ 79 § .06.02; Rem. Supp. 1947 §
45.06.02.]

48.06.030 Solicitation permit. (1) No person forming
or proposing to form in this state an insurer, or insurance
holding corporation, or stock corporation to finance an
insurer or insurance production therefor, or corporation to
manage an insurer, or corporation to be attorney in fact for
a reciprocal insurer, or a syndicate for any of such purposes,
shall advertise, or solicit or receive any funds, agreement,
stock subscription, or membership on account thereof unless
he has applied for and has received from the commissioner
a solicitation permit.

(2) Any person violating this section shall be subject to
a fine of not more than ten thousand dollars or imprisonment
for not more than ten years, or by both fine and imprison-
ment. [1947 ¢ 79 § .06.03; Rem. Supp. 1947 § 45.06.03.]

48.06.040 Application for solicitation permit. To
apply for a solicitation permit the person shall:

(1) File with the commissioner a request therefor
showing,

(a) name, type, and purpose of insurer, corporation or
syndicate proposed to be formed;

(b) names, addresses, fingerprints, and business records
of each person associated or to be associated in the forma-
tion of the proposed insurer, corporation, or syndicate;

(c) full disclosure of the terms of all understandings and
agreements existing or proposed among persons so associat-
ed relative to the proposed insurer, corporation, or syndicate,
or the formation thereof;

(d) the plan according to which solicitations are to be
made;

(e) such additional information as the commissioner may
reasonably require.

(2) File with the commissioner,

(a) original and copies in triplicate of proposed articles
of incorporation, or syndicate agreement; or, if the proposed
insurer is a reciprocal, original and duplicate of the proposed
subscribers’ agreement and attorney in fact agreement;

(b) original and duplicate copy of any proposed bylaws;

(c) copy of any security proposed to be issued and copy
of application or subscription agreement therefor;

(d) copy of any insurance contract proposed to be
offered and copy of application therefor;

(e) copy of any prospectus, advertising, or literature
proposed to be used;
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(f) copy of proposed form of any escrow agreement
required.

(3) Deposit with the commissioner the fees required by
law to be paid for the application, for filing of the articles of
incorporation of an insurer, for filing the subscribers’
agreement and attorney in fact agreement if the proposed
insurer is a reciprocal, for the solicitation permit, if granted,
and for filing articles of incorporation with the secretary of
state. [1967 c 150 § 6; 1947 ¢ 79 § .06.04; Rem. Supp.
1947 § 45.06.04.]

48.06.050 Procedure upon application. The commis-
sioner shall expeditiously examine the application for a
solicitation permit and make any investigation relative
thereto deemed necessary. If the commissioner finds that

(1) the application is complete; and

(2) the documents therewith filed are equitable in terms
and proper in form; and

(3) the management of the company, whether by its
directors, officers, or by any other means is competent and
trustworthy and not so lacking in managerial experience as
to make a proposed operation hazardous to the insurance-
buying public; and that there is no reason to believe the
company is affiliated, directly or indirectly, through owner-
ship, control, reinsurance, or other insurance or business
relations, with any other person or persons whose business
operations are or have been marked, to the detriment of the
policyholders or stockholders or investors or creditors or of
the public, by bad faith or by manipulation of assets, or of
accounts, or of reinsurance; and

(4) the agreements made or proposed are equitable to
present and future shareholders, subscribers, members or
policyholders, he shall give notice to the applicant that he
will issue a solicitation permit, stating the terms to be
contained therein, upon the filing of the bond required by
RCW 48.06.110 of this code.

If the commissioner does not so find, he shall give
notice to the applicant that the permit will not be granted,
stating the grounds therefor, and shall refund to the applicant
all sums so deposited except the application fee. [1967 c
150 § 7; 1947 ¢ 79 § .06.05; Rem. Supp. 1947 § 45.06.05.]

48.06.060 Issuance of permit—Bond. Upon the
filing of the bond required by RCW 48.06.110 after notice
by the commissioner, the commissioner shall

(1) file the articles of incorporation of the proposed
incorporated insurer or other corporation with the secretary
of state, and

(2) issue to the applicant a solicitation permit. [1947 ¢
79 § .06.06; Rem. Supp. 1947 § 45.06.06.]

48.06.070 Duration of permit—Contents. Every
solicitation permit issued by the commissioner shall:

(1) Be for a period of not over two years, subject to the
right of the commissioner to grant a reasonable extension for
good cause.

(2) State the securities for which subscriptions are to be
solicited, the number, classes, par value, and selling price
thereof, or identify the insurance contract for which applica-
tions and advance premiums or deposits are to be solicited.
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(3) Limit the portion of funds received on account of
stock or syndicate subscriptions, if any are proposed to be
taken, which may be used for promotion and organization
expenses to such amount as he deems adequate, but in no
event to exceed fifteen percent of such funds as and when
actually received.

(4) If to be a mutual or reciprocal insurer, limit the
portion of funds received on account of applications for
insurance which may be used for promotion or organization
expenses to a reasonable commission upon such funds,
giving consideration to the kind of insurance and policy
involved and to the costs incurred by insurers generally in
the production of similar business, and provide that no such
commission shall be deemed to be earned nor be paid until
the insurer has received its certificate of authority and the
policies applied for and upon which such commission is to
be based, have been actually issued and delivered.

(5) Contain such other information required by this
chapter or reasonable conditions relative to accounting and
reports or otherwise as the commissioner deems necessary.
[1953 ¢ 197 § 1; 1947 ¢ 79 § .06.07; Rem. Supp. 1947 §
45.06.07.]

48.06.080 Permit as inducement. The granting of a
solicitation permit is permissive only and shall not constitute
an endorsement by the commissioner of any person or thing
related to the proposed insurer, corporation, or syndicate and
the existence of the permit shall not be advertised or used as
an inducement in any solicitation. The substance of this
section in bold faced type not less than ten point shall be
printed at the top of each solicitation permit. [1947 ¢ 79 §
.06.08; Rem. Supp. 1947 § 45.06.08.]

48.06.090 Solicitors’ licenses. Solicitation for sale of
securities to members of the public under a solicitation
permit shall be made only by individuals licensed therefor
pursuant to the provisions of the securities act. [1949 ¢ 190
§ 5, 1947 ¢ 79 § .06.09; Rem. Supp. 1949 § 45.06.09.]

48.06.100 Modification, revocation of permit. (1)
The commissioner may, for cause, modify a solicitation
permit, or may, after a hearing, revoke any solicitation
permit for violation of any provision of this code, or of the
terms of the permit, or of any proper order of the commis-
sioner, or for misrepresentation.

(2) The commissioner shall revoke a solicitation permit
if requested in writing by a majority of the syndicate
members, or by a majority of the incorporators and two-
thirds of the subscribers to stock or applicants for insurance
in the proposed incorporated insurer or corporation, or if he
is so requested by a majority of the subscribers of a pro-
posed reciprocal insurer. [1947 c 79 § .06.10; Rem. Supp.
1947 § 45.06.10.]

48.06.110 Bond—Cash deposit. (1) The commission-
er shall not issue a solicitation permit until the person
applying therefor files with him a corporate surety bond in
the penalty of fifty thousand dollars, in favor of the state and
for the use and benefit of the state and of subscribers and
creditors of the proposed organization.
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The bond shall be conditioned upon the payment of
costs incurred by the state in event of any legal proceedings
for liquidation or dissolution of the proposed organization
before completion of organization or in event a certificate of
authority is not granted; and upon a full accounting for funds
received until the proposed insurer has been granted its
certificate of authority, or until the proposed corporation or
syndicate has completed its organization as defined in the

solicitation permit.
' (2) In lieu of filing such bond, the person may deposit
with the commissioner fifty thousand dollars in cash or in
United States government bonds at par value, to be held in
trust upon the same conditions as required for the bond.

(3) The commissioner may waive the requirement for a
bond or deposit in lieu thereof if the permit provides that:

(a) The proposed securities are to be distributed solely
and finally to those few persons who are the active
promotors intimate to the formation of the insurer, or other
corporation or syndicate, or

(b) The securities are to be issued in connection with
subsequent financing as provided in RCW 48.06.180.

(4) Any bond filed or deposit or remaining portion
thereof held under this section shall be released and dis-
charged upon settlement or termination of all liabilities
against it. [1969 ex.s. c 241 § 2; 1955 c 86 § 2; 1953 ¢ 197
§ 2, 1947 c 79 § .06.11; Rem. Supp 1947 § 45.06.11.]

Effective date—Supervision of transfers—1955 c 86: See notes
following RCW 48.05.080.

48.06.120 Escrow of funds. (1) All funds received
pursuant to a solicitation permit shall be deposited and held
in escrow in a bank or trust company under an agreement
approved by the commissioner. No part of any such deposit
shall be withdrawn, except:

(a) For the payment of promotion and organization
expenses as authorized by the solicitation permit; or

(b) for the purpose of making any deposit with the
commissioner required for the issuance of a certificate of
authority to an insurer; or

(c) if the proposed organization is not to be an insurer,
upon completion of payments on stock or syndicate subscrip-
tions made under the solicitation permit and deposit or
appropriation of such funds to the purposes specified in the
solicitation permit; or

(d) for making of refunds as provided in RCW
48.06.170.

(2) When the commissioner has issued a certificate of
authority to an insurer any such funds remaining in escrow
for its account shall be released to the insurer. [1947 ¢ 79
§ .06.12; Rem. Supp. 1947 § 45.06.12.]

48.06.130 Liability of organizers—Organization
expense. (1) The incorporators of any insurer or other
corporation, or the persons proposing to form a reciprocal
insurer, or a syndicate, shall be jointly and severally liable
for its debts or liabilities until it has secured a certificate of
authority, if an insurer, or has completed its organization if
a corporation other than an insurer or a syndicate.

(2) Any portion of funds received on account of stock
or syndicate subscriptions which is allowed therefor under
the solicitation permit, may be applied concurrently toward
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the payment of promotion and organization expense
theretofore incurred. [1947 ¢ 79 § .06.13; Rem. Supp. 1947
§ 45.06.13]

48.06.150 Payment for subscriptions—Forfeiture.
(1) No such proposed stock insurer, corporation, or syndicate
shall issue any share of stock or participation agreement
except for payment in cash or in securities eligible for
investment of funds of insurers. No such shares or agree-
ment shall be issued until all subscriptions received under
the solicitation permit have been so fully paid, nor, if an
insurer, until a certificate of authority has been issued to it.

(2) Every subscription contract to shares of a stock
insurer or other corporation calling for payment in install-
ments, together with all amounts paid thereon may be
forfeited at the option of the corporation, upon failure to
make good a delinquency in any installment upon not less
than forty-five days’ notice in writing, and every such
contract shall so provide. [1947 ¢ 79 § .06.15; Rem. Supp.
1947 § 45.06.15.]

48.06.160 Insurance applications—Mutual and
reciprocal insurers. All applications for insurance obtained
in forming a mutual or reciprocal insurer shall provide that:

(1) Issuance of the policy is contingent upon completion
of organization of the insurer and issuance to it of a certifi-
cate of authority; and

(2) the prepaid premium or deposit will be refunded in
full to the applicant if the organization is not completed and
certificate of authority issued prior to the solicitation
permit’s date of expiration; and

(3) the agreement for insurance is not effective until a
policy has been issued under it. [1947 ¢ 79 § .06.16; Rem.
Supp. 1947 § 45.06.16.]

48.06.170 Procedure on failure to complete organi-
zation or to qualify. The commissioner shall withdraw all
funds held in escrow and refund to subscribers or applicants
all sums paid in on stock or syndicate subscriptions, less that
part of such sums paid in on subscriptions as has been
allowed and used for promotion and organization expenses,
and all sums paid in on insurance applications, and shall
dissolve the proposed insurer, corporation or syndicate if

(1) the proposed insurer, corporation or syndicate fails
to complete its organization and obtain full payment for
subscriptions and applications, and, if an insurer, it fails to
secure its certificate of authority, all before expiration of the
solicitation permit; or

(2) the commissioner revokes the solicitation permit.
[1947 c 79 § .06.17; Rem. Supp. 1947 § 45.06.17.)

48.06.180 Subsequent financing. (1) No domestic
insurer, or insurance holding corporation, or stock corpora-
tion for financing operations of a mutual insurer, or attorney
in fact corporation of a reciprocal insurer, after

(a) it has received a certificate of authority, if an
insurer, or

(b) it has completed its initial organization and financing
if a corporation other than an insurer, shall solicit or receive
funds in exchange for any new issue of its corporate securi-
ties, other than through a stock dividend, until it has applied
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to the commissioner for, and has been granted, a solicitation
permit.

(2) The commissioner shall issue such a permit unless
he finds that:

(a) The funds proposed to be secured are excessive in
amount for the purpose intended, or

(b) the proposed securities or the manner of their
distribution are inequitable, or

(c) the issuance of the securities would jeopardize the
interests of policyholders or the holders of other securities of
the insurer or corporation.

(3) Any such solicitation permit granted by the commis-
sioner shall be for such duration, and shall contain such
terms and be issued upon such conditions as the commis-
sioner.may reasonably specify or require. [1949 c 190 § 6;
1947 ¢ 79 § .06.18; Rem. Supp. 1949 § 45.06.18.]

48.06.190 Penalty for exhibiting false accounts, etc.
Every person who, with intent to deceive, knowingly exhibits
any false account, or document, or advertisement, relative to
the affairs of any insurer, or of any corporation or syndicate
of the kind enumerated in RCW 48.06.030, formed or pro-
posed to be formed, shall be guilty of a felony. [1947 ¢ 79
§ .06.19; Rem. Supp. 1947 § 45.06.19.]

48.06.200 Incorporation, articles of—Contents. (1)
This section applies to insurers incorporated in this state, but
no insurer heretofore lawfully incorporated in this state is
required to reincorporate or change its articles of incorpora-
tion by reason of any provisions of this section.

(2) The incorporators shall be individuals who are
United States citizens, of whom two-thirds shall be residents
of this state. The number of incorporators shall be not less
than five if a stock insurer, nor less than ten if a mutual
insurer. :

(3) The incorporators shall execute articles of incorpora-
tion in triplicate and acknowledge their signatures thereunto
before an officer authorized to take acknowledgments of
deeds.

(4) After approval of the articles by the commissioner,
one copy shall be filed in the office of the secretary of state,
another in the office of the commissioner, and the third copy
shall be retained by the insurer.

(5) The articles of incorporation shall state:

First: The names and addresses of the incorporators.

Second: The name of the insurer. If a mutual insurer
the name shall include the word "mutual.”

Third: (a) The objects for which the insurer is formed;

(b) whether it is a stock or mutual insurer, and if a
mutual property insurer only, whether it will insure on the
cash premium or assessment plan;

(c) the kinds of insurance it will issue, according to the
designations made in this code.

Fourth: If a stock insurer, the amount of its capital, the
aggregate number of shares, and the par value of each share,
which par value shall be not less than ten dollars, except that
after the corporation has transacted business as an authorized
insurer in the state for five years or more, its articles of
incorporation may be amended, at the option of its stock-
holders, to provide for a par value of not less than one dollar
per share. If a mutual insurer, the maximum contingent
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liability of its policyholders for the payment of its expenses
and losses occurring under its policies.

Fifth: The duration of its existence, which may be
perpetual. .

Sixth: The names and addresses of the directors, not
less than five in number, who shall constitute the board of
directors of the insurer for the initial term, not less than two
nor more than six months, as designated in the articles of
incorporation.

Seventh: The name of the city or town of this state in
which the insurer’s principal place of business is to be
located.

Eighth: Other provisions not inconsistent with law as
may be deemed proper by the incorporators. [1981 c 302 §
37,1963 ¢ 60 § 1; 1949 c 190 § 7, 1947 ¢ 79 § .06.20;
Rem. Supp. 1949 § 45.06.20.]

Severability—1981 c 302: See note following RCW 19.76.100.

Chapter 48.07
DOMESTIC INSURERS—POWERS

Sections

48.07.010 Application of code to existing insurers.

48.07.020 Principal office.

48.07.030 Application of general corporation laws.

48.07.040  Annual, special meetings.

48.07.050 Directors—Qualifications—Removal.

48.07.060 Corrupt. practices—Penalty.

48.07.070 Amendment of articles of incorporation.

48.07.080 Guarantee of officers’ obligations prohibited.

48.07.100 Vouchers for expenditures.

48.07.110 Depositaries.

48.07.130  Pecuniary interest of officer or director, restrictions upon.

48.07.140 Compliance with foreign laws.

48.07.150 Solicitations in other states.

48.07.160 Continuing operation in event of national emergency—
Declaration of purpose—"Insurer" defined.

48.07.170  Continuing operation in event of national emergency—
Emergency bylaws.

48.07.180  Continuing operation in event of national emergency—
Directors.

48.07.190 Continuing operation in event of national emergency—
Officers.

48.07.200 Continuing operation in event of national emergency—
Principal office and place of business.

48.07.210 Conversion to domestic insurer.

Business corporations: Title 23B RCW.

Dissolution and winding up business corporation: Chapter 23B.14 RCW.
Interlocking ownership, management: RCW 48.30.250.

Merger or consolidation: RCW 48.31.010.

Organization of domestic insurers: Chapter 48.06 RCW.

48.07.010 Application of code to existing insurers.
Existing authorized domestic insurers shall continue to insure
only in accordance with the provisions of this code. [1947
¢ 79 § .07.01; Rem. Supp. 1947 § 45.07.01.]

48.07.020 Principal office. Every domestic insurer
shall establish and maintain in this state its principal office
and place of business. [1947 ¢ 79 § .07.02; Rem. Supp.
1947 § 45.07.02.]

48.07.030 Application of general corporation laws.
The laws of this state relating to private corporations, except
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where inconsistent with the express provisions of this code,
shall govern the corporate powers, duties, and relationships
of incorporated domestic insurers and insurance holding
corporations formed under the laws of the state of Washing-
ton. [1985c 364 § 1; 1947 ¢ 79 § .07.03; Rem. Supp. 1947
§ 45.07.03.]

Severability—1985 ¢ 364: "If any provision of this act or its
application to any person or circumstance is held invalid, the remainder of
the act or the application of the provision to other persons or circumstances
is not affected.” [1985 c 364 § 5.}

Provisions as to general business corporations: Title 23B RCW.

48.07.040 Annual, special meetings. Each incorpo-
rated domestic insurer shall, in the month of January,
February, March, or April, hold the annual meeting of its
shareholders or members for the purpose of receiving reports
of its affairs and to elect directors. Each domestic insurance
holding corporation shall hold an annual meeting of its
shareholders at such time and place as may be stated in or
fixed in accordance with its bylaws. Special meetings of the
shareholders of an incorporated domestic insurer or domestic
insurance holding corporation shall be called and held by
such persons and in such a manner as stated in the articles
of incorporation or bylaws. [1985 ¢ 364 § 2; 1965 ex.s. c
70 § 4; 1947 c 79 § .07.04; Rem. Supp. 1947 § 45.07.04.]

Severability—1985 ¢ 364: See note following RCW 48.07.030.

48.07.050 Directors—Qualifications—Removal. Not
less than three-fourths of the directors of an incorporated
domestic insurer shall be United States or Canadian citizens,
and a majority of the board of directors of a mutual life
insurer shall be residents of this state. The directors of a
domestic insurer or domestic insurance holding corporation
may be removed with cause by a vote of a majority of its
voting capital stock or members (if a mutual insurer) at a
valid meeting and said directors may be removed without
cause by a vote of sixty-seven percent of its voting capital
stock or members (if a mutual insurer) at a valid meeting.
[1989 c 24 § 1; 1985 c 364 § 3; 1957 c 193 § 21; 1947 c 79
§ .07.05; Rem. Supp. 1947 § 45.07.05.]

Severability—1985 ¢ 364: See note following RCW 48.07.030.

48.07.060 Corrupt practices—Penalty. No person
shall buy or sell or barter a vote or proxy, relative to any
meeting of shareholders or members of an incorporated
domestic insurer, or engage in any corrupt or dishonest prac-
tice in or relative to the conduct of any such meeting.
Violation of this section shall constitute a gross misdemean-
or. [1947 ¢ 79 § .07.06; Rem. Supp. 1947 § 45.07.06.]

48.07.070 Amendment of articles of incorporation.
(1) Unless a vote of a greater proportion of directors or
shares is required by its articles of incorporation, amend-
ments to the articles of incorporation of a domestic insurer
or a domestic insurance holding corporation shall be made
by a majority vote of its board of directors and the vote or
written assent of a majority of its voting capital stock, or
two-thirds of the members (if a mutual insurer) voting at a
valid meeting of members.

(2) The president and secretary of the insurer shall,
under the corporate seal, certify the amendment in triplicate,
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and file it in the offices of the secretary of state, the com-
missioner, and the insurer, as required under this code for
original articles of incorporation. Thereupon, subject to the
requirements of RCW 48.08.010 relative to increase of
capital stock of a stock insurer, the amendment shall become
effective. [1985 c 364 § 4; 1981 c 302 § 38; 1947 c 79 §
.07.07; Rem. Supp. 1947 § 45.07.07.]

Severability—198S ¢ 364: See note following RCW 48.07.030.

Severability—1981 ¢ 302: See note following RCW 19.76.100.

48.07.080 Guarantee of officers’ obligations prohib-
ited. No domestic insurer or its affiliates or subsidiaries
shall guarantee the financial obligation of any director or
officer of such insurer or affiliate or subsidiary in his
personal capacity, and any such guaranty attempted shall be
void.

This prohibition shall not apply to obligations of the
insurer under surety bonds or insurance contracts issued in
the regular course of business. [1947 ¢ 79 § .07.08; Rem.
Supp. 1947 § 45.07.08.]

48.07.100 Vouchers for expenditures. (1) No
domestic insurer shall make any disbursement of twenty-five
dollars or more, unless evidenced by a voucher correctly
describing the consideration for the payment and supported
by a check or receipt endorsed or signed by or on behalf of
the person receiving the money.

(2) If the disbursement is for services and reimburse-
ment, the voucher shall describe the services and itemize the
expenditures. :

(3) If the disbursement is in connection with any matter
pending before any legislature or public body or before any
public official, the voucher shall also correctly describe the
nature of the matter and of the insurer’s interest therein.
[1947 c 79 § .07.10; Rem. Supp. 1947 § 45.07.10.]

48.07.110 Depositaries. The funds of a domestic
insurer shall not be deposited in any bank or banking
institution which has not first been approved as a depositary
by the insurer’s board of directors or by a committee thereof
designated for the purpose. [1947 ¢ 79 § .07.11; Rem. Supp.
1947 § 45.07.11.]

48.07.130 Pecuniary interest of officer or director,
restrictions upon. (1) No person having any authority in
the investment or disposition of the funds of a domestic
insurer and no officer or director of an insurer shall accept,
except for the insurer, or be the beneficiary of any fee,
brokerage, gift, commission, or other emolument because of
any sale of insurance or of any investment, loan, deposit,
purchase, sale, payment, or exchange made by or for the
insurer, or be pecuniarily interested therein in any capacity;
except, that such a person may procure a loan from the
insurer direct upon approval by two-thirds of its directors
and upon the pledge of securities eligible for the investment
of the insurer’s funds under this code.

(2) This section does not prohibit a life insurer from
making a policy loan to such person on a life insurance
contract issued by it and in accordance with the terms
thereof.
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(3) The commissioner may permit additional exceptions
to the prohibition contained in subsection (1) of this section
to enable payment of reasonable compensation to a director
who is not otherwise an officer or employee of the insurer,
or to a corporation or firm in which the director is interested,
for necessary services performed or sales or purchases made
to or for the insurer in the ordinary course of the insurer’s
business and in the usual private professional or business
capacity of such director or such corporation or firm.

In addition, the commissioner may permit exceptions to
the prohibitions contained in subsection (1) of this section
where the payment of a fee, brokerage, gift, commission, or
other emolument is. fully disclosed to the insurer’s officers
and directors and is reasonable in relation to the service
performed. [1989 ¢ 228 § 1; 1981 ¢ 339§ 5; 1947 ¢c 79 §
.07.13; Rem. Supp. 1947 § 45.07.13.]

48.07.140 Compliance with foreign laws. Any
domestic insurer doing business in another state, territory or
sovereignty may design and issue insurance contracts and
transact insurance in such state, territory or sovereignty as
required or permitted by the laws thereof, any provision of
the insurer’s articles of incorporation or bylaws notwith-
standing. [1947 c 79 § .07.14; Rem. Supp. 1947 §
45.07.14.]

48.07.150 Solicitations in other states. (1) No
domestic insurer shall knowingly solicit insurance business
in any reciprocating state in which it is not then licensed as
an authorized insurer.

(2) This section shall not prohibit advertising through
publications and radio broadcasts originating outside such
reciprocating state, if the insurer is licensed in a majority of
the states in which such advertising is disseminated, and if
such advertising is not specifically directed to residents of
such reciprocating state.

(3) This section shall not prohibit insurance, covering
persons or risks located in a reciprocating state, under
contracts solicited and issued in states in which the insurer
is then licensed. Nor shall it prohibit insurance effectuated
by the insurer as an unauthorized insurer in accordance with
the laws of the reciprocating state. Nor shall it prohibit re-
newal or continuance in force, with or without modification,
of contracts otherwise lawful and which were not originally
executed in violation of this section.

(4) A "reciprocating” state, as used herein, is one under
the laws of which a similar prohibition is imposed upon and
is enforced against insurers domiciled in that state.

(5) The commissioner shall suspend or revoke the
certificate of authority of a domestic insurer found by him,
after a hearing, to have violated this section. [1988 c 248 §
4; 1947 ¢ 79 § .07.15; Rem. Supp. 1947 § 45.07.15.]

48.07.160 Continuing operation in event of national
emergency—Declaration of purpose—''Insurer' defined.
It is desirable for the general welfare and in particular for
the welfare of insurance beneficiaries, policyholders, claim-
ants and others that the business of domestic insurers be
continued notwithstanding the event of a national emergency.
The purpose of this section and RCW 48.07.170 through
48.07.200 is to facilitate the continued operation of domestic
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insurers in the event that a national emergency is caused by
an attack on the United States which is so disruptive of
normal business and commerce in this state as to make it
impossible or impracticable for a domestic insurer to conduct
its business in accord with applicable provisions of law, its
bylaws, or its charter. When used in this section and RCW
48.07.170 through 48.07.200 the word "insurer" includes a
fraternal benefit society. (1963 c 195 § 25.]

48.07.170 Continuing operation in event of national
emergency—Emergency bylaws. The board of directors of
any domestic insurer may at any time adopt emergency
bylaws, subject to repeal or change by action of those having
power to adopt regular bylaws for such insurer, which shall
be operative during such a national emergency and which
may, notwithstanding any different provisions of the regular
bylaws, or of the applicable statutes, or of such insurer’s
charter, make any provision that may be reasonably neces-
sary for the operation of such insurer during the period of
such emergency. [1963 c 195 § 26.]

48.07.180 Continuing operation in event of national
emergency—Directors. In the event that the board of
directors of a domestic insurer has not adopted emergency
bylaws, the following provisions shall become effective upon
the occurrence of such a national emergency as above
described:

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

(2) Any vacancy in the board may be filled by a
majority of the remaining directors, though less than a
quorum, or by a sole remaining director.

(3) If there are no surviving directors, but at least three
vice presidents of such insurer survive, the three vice
presidents with the longest term of service shall be the
directors and shall possess all of the powers of the previous
board of directors and such powers as are granted herein or
by subsequently enacted legislation. By majority vote, such
emergency board of directors may elect other directors. If
there are not at least three surviving vice presidents, the
commissioner or duly designated person exercising the
powers of the commissioner shall appoint three persons as
directors who shall include any surviving vice presidents and
who shall possess all of the powers of the previous board of
directors and such powers as are granted herein or by
subsequently enacted legislation, and these persons by
majority vote may elect other directors. [1963 ¢ 195 § 27.]

48.07.190 Continuing operation in event of national
emergency—Officers. At any time the board of directors
of a domestic insurer may, by resolution, provide that in the
event of such a 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 named or described
in a succession list adopted by the board of directors. Such
list may be on the basis of named persons or position titles,
shall establish the order of priority and may prescribe the
conditions under which the powers of the office shall be
exercised. [1963 c 195 § 28.]
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48.07.200 Continuing operation in event of national
emergency—Principal office and place of business. At
any time the board of directors of a domestic insurer may,
by resolution, provide that in the event of such a national
emergency the principal office and place of business of such
insurer shall be at such location as is named or described in
the resolution. Such resolution may provide for alternate
locations and establish an order of preference. [1963 ¢ 195
§ 29.]

48.07.210 Conversion to domestic insurer. (1)(a)
Any insurer duly organized under the laws of any other state
and admitted to transact insurance business in this state may
become a domestic insurer upon complying with all require-
ments of law for the organization of a domestic insurer in
this state and by designating its principal place of business
at a location in this state. Such domestic insurer is entitled
to a certificate of authority to transact insurance in this state,
subject to the conditions set forth in (b) of this subsection,
and is subject to the authority and the jurisdiction of this
state.

(b) Before being eligible to become a domestic insurer
under this section, an admitted insurer shall advise the
commissioner, in writing, thirty days in advance of the
proposed date of its plan to become a domestic insurer. The
commissioner must approve the plan in advance of the
proposed date. The commissioner shall not approve any
such plan unless, after a hearing, pursuant to such notice as
the commissioner may require, the commissioner finds that
the plan is consistent with law, and that no reasonable
objection to the plan exists. If the commissioner fails to
approve the plan, the commissioner shall state his or her rea-
sons for failure to approve the plan in an order issued at the
hearing.

(2) After providing thirty days’ advance written notice
of its plan to the commissioner and upon the written approv-
al of the commissioner in advance of the proposed transfer
date, any domestic insurer of this state may transfer its
domicile to any other state in which it is admitted to transact
the business of insurance. Upon transfer of domicile, the
insurer ceases to be a domestic insurer of this state. If
otherwise qualified under the laws of this state, the commis-
sioner shall admit the insurer to do business in this state as
a foreign insurer. The commissioner shall approve any
proposed transfer of domicile unless the commissioner
determines after a hearing, pursuant to such notice as the
commissioner may require, that the transfer is not in the best
interests of the public or the insurer’s policyholders in this
state. If the commissioner fails to approve a proposed
transfer of domicile, the commissioner shall state his or her
reasons for failure to approve the transfer in an order issued
at the hearing.

(3) When a foreign insurer, admitted to transact business
Ain this state, transfers its corporate domicile to this state or
to any other state, the certificate of authority, appointment of
statutory agent, and all approved licenses, policy forms,
rates, filings, and other authorizations and approvals in
existence at the time the foreign insurer transfers its corpo-
rate domicile shall continue in effect.

(4) Any insurer transferring its corporate domicile under
this section shall file any amendments to articles of incorpo-
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ration, bylaws, or other corporate documents that are
required to be filed in this state before the insurer may
receive approval of its proposed plan by the commissioner.
[1988 c 248 § 5.]

Chapter 48.08
DOMESTIC STOCK INSURERS

Sections

48.08.010 Increase of capital stock.

48.08.020 Reduction of capital stock.

48.08.030 Dividends to stockholders.

48.08.040 Illegal dividends, reductions—Penalty against directors.

48.08.050 Impairment of capital.

48.08.060 Repayment of contributions to surplus.

48.08.070 Participating policies.

48.08.080 Mutualization of stock insurers.

48.08.090 Stockholder meetings—Duty to inform stockholders of mat-
ters to be presented—Proxies.

48.08.100 Equity security—Defined.

48.08.110 Equity security—Duty to file statement of ownership.

48.08.120  Equity security—Profits from short term transactions—
Remedies—Limitation of actions.

48.08.130  Equity security—Sales, unlawful practices.

48.08.140  Equity security—Exemptions—Sales by dealer.

48.08.150  Equity security—Exemptions—Foreign or domestic arbitrage
transactions.

48.08.160 Equity security—Exemptions—Securities registered or re-
quired to be, or no class held by one hundred or more
persons.

48.08.170  Equity security—Rules and regulations.

48.08.190 Failure to file required information, documents, or reports—

Forfeiture.
Merger or consolidation: RCW 48.31.010.
Organization of domestic insurers: Chapter 48.06 RCW.

Superadded liability of shareholders of domestic stock insurance companies:
State Constitution Art. 12 § 11.

48.08.010 Increase of capital stock. (1) Increase of
the capital stock of a domestic stock insurer shall be by
amendment to its articles of incorporation.

(2) If the increased capital stock is to be distributed as
a stock dividend, such increased capital stock may be fully
paid in out of any available surplus funds as is provided in
RCW 48.08.030, and such payment shall be effected by a
transfer on the insurer’s books from its surplus account to its
capital account.

(3) When the increased capital has been fully paid in, a
certificate to such effect shall be made in quadruplicate
under oath and the corporate seal by the insurer’s president
and secretary and filed in the public offices named in RCW
48.07.070. [1953 ¢ 197 § 4; 1947 c 79 § .08.01; Rem.
Supp. 1947 § 45.08.01.]

48.08.020 Reduction of capital stock. (1) Reduction
of the capital stock of a domestic stock insurer shall be by
amendment of its articles of incorporation. No such reduc-
tion shall be made which results in capital stock less in
amount than the minimum required by this code for the
kinds of insurance thereafter to be transacted by the insurer.

(2) No surplus funds of the insurer resulting from a
reduction of its capital stock shall be distributed to stock-
holders, except as a stock dividend on a subsequent increase
of capital stock, or upon dissolution of the insurer, or upon
approval of the commissioner of a distribution upon proof
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satisfactory to him that the distribution will not impair the
interests of policyholders or the insurer’s solvency.

(3) Upon such reduction of capital stock, the insurer’s
directors shall call in any outstanding stock certificates
required to be changed pursuant thereto, and issue proper
certificates in their stead. [1947 ¢ 79 § .08.02; Rem. Supp.
1947 § 45.08.02.]

48.08.030 Dividends to stockholders. (1) No
domestic stock insurer shall pay any cash dividend to
stockholders except out of earned surplus. For the purpose
of this section, "earned surplus” means that part of its
available surplus funds which is derived from any realized
net profits on its business, and does not include unrealized
capital gains or reevaluation of assets.

(2) Such an insurer may pay a stock dividend out of any
available surplus funds.

(3) Payment of any dividend to stockholders of a
domestic stock insurer shall also be subject to all the
limitations and requirements governing the payment of
dividends by other private corporations.

(4) No dividend shall be declared or paid which would
reduce the insurer’s surplus to an amount less than the
minimum required for the kinds of insurance thereafter to be
transacted.

(5) For the purposes of this chapter "surplus funds”
means the excess of the insurer’s assets over its liabilities,
including its capital stock as a liability.

(6) Available surplus means the excess over the mini-
mum amount of surplus required for the kinds of insurance
the insurer is authorized to transact. [1993 ¢ 462 § 52; 1947
¢ 79 § .08.03; Rem. Supp. 1947 § 45.08.03.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

48.08.040 Illegal dividends, reductions—Penalty
against directors. Any director of a domestic stock insurer
who votes for or concurs in the declaration or payment of
any dividend to stockholders or a reduction of capital stock
not authorized by law shall, in addition to any other liability
imposed by law, be guilty of a gross misdemeanor. [1947
c 79 § .08.04; Rem. Supp. 1947 § 45.08.04.]

48.08.050 Impairment of capital. (1) If the capital
stock of a domestic stock insurer becomes impaired, the
commissioner shall at once determine the amount of the
deficiency and serve notice upon the insurer to require its
stockholders to make good the deficiency within ninety days
after service of such notice.

(2) The deficiency shall be made good in cash, or in
assets eligible under this code for the investment of the
insurer’s funds, or by reduction of the insurer’s capital stock
to an amount not below the minimum required for the kinds
of insurance to be thereafter transacted.

(3) If the deficiency is not made good and proof thereof
filed with the commissioner within such ninety-day period,
the insurer shall be deemed insolvent and shall be proceeded
against as authorized by this code.

(4) If the deficiency is not made good the insurer shall
not issue or deliver any policy after the expiration of such
ninety-day period. Any officer or director who violates or
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knowingly permits the violation of this provision shall be
subject to a fine of from fifty dollars to one thousand dollars
for each violation. [1947 ¢ 79 § .08.05; Rem. Supp. 1947 §
45.08.05.]

48.08.060 Repayment of contributions to surplus.
Contributions to the surplus of a domestic stock insurer other
than resulting from sale of its capital stock, shall not be
subject to repayment except out of surplus in excess of the
minimum surplus initially required of such an insurer
transacting like kinds of insurance. [1947 ¢ 79 § .08.06;
Rem. Supp. 1947 § 45.08.06.]

48.08.070 Participating policies. (1) Any domestic
stock insurer may, if its charter so provides, issue policies
entitled to participate from time to time in the earnings of
the insurer through dividends.

(2) Any classification of its participating policies and of
risks assumed thereunder which the insurer may make shall
be reasonable. No dividend shall be paid which is inequita-
ble or which unfairly discriminates as between such classi-
fications or as between policies within the same classifica-
tion.

(3) No such insurer shall issue in this state both partici-
pating and nonparticipating policies for the same class of
risks; except, that both participating and nonparticipating life
insurance policies may be issued if the right or absence of
the right to participate is reasonably related to the premium
charged.

(4) Dividends to participating life insurance policies
issued by such insurer shall be paid only out of its surplus
funds as defined in subsection (5) of RCW 48.08.030.
Dividends to participating policies for other kinds of insur-
ance shall be paid only out of that part of such surplus funds
which is derived from any realized net profits from the
insurer’s business. :

(5) No dividend, otherwise earned, shall be made
contingent upon the payment of renewal premium on any
policy. [1947 ¢ 79 § .08.07; Rem. Supp. 1947 § 45.08.07.]

48.08.080 Mutualization of stock insurers. (1) Any
domestic stock insurer may become a domestic mutual
insurer pursuant to such plan and procedure as are approved
by the commissioner in advance of such mutualization.

(2) The commissioner shall not approve any such plan,
procedure, or mutualization unless:

(a) It is equitable to both shareholders and policyhold-
ers.

(b) It is approved by vote of the holders of not less than
three-fourths of the insurer’s capital stock having voting
rights, and by vote of not less than two-thirds of the
insurer’s policyholders who vote on such plan, pursuant to
such notice and procedure as may be approved by the
commissioner. Such vote may be registered in person, by
proxy, or by mail.

(c) If a life insurer, the right to vote thereon is limited
to those policyholders whose policies have face amounts of
not less than one thousand dollars and have been in force
one year or more.

(d) Mutualization will result in retirement of shares of
the insurer’s capital stock at a price not in excess of the fair
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value thereof as determined by competent disinterested
appraisers.

(e) The plan provides for appraisal and purchase of the
shares of any nonconsenting stockholder in accordance with
the laws of this state relating to the sale or exchange of all
the assets of a private corporation.

(f) The plan provides for definite conditions to be
fulfilled by a designated early date upon which such mutual-
ization will be deemed effective.

(g) The mutualization leaves the insurer with surplus
funds reasonably adequate to preserve the security of its
policyholders and its ability to continue successfully in
business in the states in which it is then authorized, and in
the kinds of insurance it is then authorized to transact.
[1947 c 79 § .08.08; Rem. Supp. 1947 § 45.08.08.]

48.08.090 Stockholder meetings—Duty to inform
stockholders of matters to be presented—Proxies. (1)
This section shall apply to all domestic stock insurers except:

(a) A domestic stock insurer having less than one
hundred stockholders; except, that if ninety-five percent or
more of the insurer’s stock is owned or controlled by a
parent or affiliated insurer, this section shall not apply to
such insurer unless its remaining shares are held by five
hundred or more stockholders.

(b) Domestic stock insurers which file with the Securi-
ties and Exchange Commission forms of proxies, consents
and authorizations pursuant to the Securities and Exchange
Act of 1934, as amended.

(2) Every such insurer shall seasonably furnish its
stockholders in advance of stockholder meetings, information
in writing reasonably adequate to inform them relative to all
matters to be presented by the insurer’s management for
consideration of stockholders at such meeting.

(3) No person shall solicit a proxy, consent, or authori-
zation in respect of any stock of such an insurer unless he
furnishes the person so solicited with written information
reasonably adequate as to

(a) the material matters in regard to which the powers
so solicited are proposed to be used, and

(b) the person or persons on whose behalf the solicita-
tion is made, and the interest of such person or persons in
relation to such matters.

(4) No person shall so furnish to another, information
which the informer knows or has reason to believe, is false
or misleading as to any material fact, or which fails to state
any material fact reasonably necessary to prevent any other
statement made from being misleading.

(5) The form of all such proxies shall:

(a) Conspicuously state on whose behalf the proxy is
solicited;

(b) Provide for dating the proxy;

(c) Impartially identify each matter or group of related
matters intended to be acted upon;

(d) Provide means for the principal to instruct the vote
of his shares as to approval or disapproval of each matter or
group, other than election to office; and

(e) Be legibly printed, with context suitably organized.

Except, that a proxy may confer discretionary authority
as to matters as to which choice is not specified pursuant to
item (d), above, if the form conspicuously states how it is
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intended to vote the proxy or authorization in each such
case; and may confer discretionary authority as to other mat-
ters which may come before the meeting but unknown for a
reasonable time prior to the solicitation by the persons on
whose behalf the solicitation is made.

(6) No proxy shall confer authority (a) to vote for
election of any person to any office for which a bona fide
nominee is not named in the proxy statement, or (b) to vote
at any annual meeting (or adjournment thereof) other than
the annual meeting next following the date on which the
proxy statement and form were furnished stockholders.

(7) The commissioner shall have authority to make and
promulgate reasonable rules and regulations for the effectua-
tion of this section, and in so doing shall give due consider-
ation to rules and regulations promulgated for similar
purposes by the insurance supervisory officials of other
states. [1965 ex.s.c 70 § 5.]

Exemption from federal registration: 15 US.C. § 78 1(g)(2)(G).

48.08.100 Equity security—Defined. The term
"equity security” when used in RCW 48.08.100 through
48.08.160 means any stock or similar security; or any securi-
ty convertible, with or without consideration, into such a
security, or carrying any warrant or right to subscribe to or
purchase such a security; or any such warrant or right; or
any other security which the commissioner shall deem to be
of similar nature and consider necessary or appropriate, by
such rules and regulations as he may prescribe in the public
interest or for the protection of investors, to treat as an
equity security. [1965 ex.s.c 70 § 11.]

48.08.110 Equity security—Duty to file statement of
ownership. Every person who is directly or indirectly the
beneficial owner of more than ten percent of any class of
any equity security of a domestic stock insurer, or who is a
director or an officer of such insurer, shall file with the com-
missioner on or. before the 30th day of September, 1965, or
within ten days after he becomes such beneficial owner,
director or officer, a statement, in such form as the commis-
sioner may prescribe, of the amount of all equity securities
of such insurer of which he is the beneficial owner, and
within ten days after the close of each calendar month
thereafter, if there has been a change in such ownership
during such month, shall file with the commissioner a
statement, in such form as the commissioner may prescribe,
indicating his ownership at the close of the calendar month
and such changes in his ownership as have occurred during
such calendar month. [1965 ex.s. ¢ 70 § 6.]

48.08.120 Equity security—Profits from short term
transactions—Remedies—Limitation of actions. For the
purpose of preventing the unfair use of infermation which
may have been obtained by such beneficial owner, director
or officer by reason of his relationship to such insurer, any
profit realized by him from any purchase and sale, or any
sale and purchase, of any equity security of such insurer
within any period of less than six months, unless such secu-
rity was acquired in good faith in connection with a debt
previously contracted, shall inure to and be recoverable by
the insurer, irrespective of any intention on the part of such
beneficial owner, director or officer in entering into such
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transaction of holding the security purchased or of not
repurchasing the security sold for a period exceeding six
months. Suit to recover such profit may be instituted at law
or in equity in any court of competent jurisdiction by the
insurer, or by the owner of any security of the insurer in the
name and in behalf of the insurer if the insurer shall fail or
refuse to bring such suit within sixty days after request or
shall fail diligently to prosecute the same thereafter:
PROVIDED, That no such suit shall be brought more than
two years after the date such profit was realized. This
section shall not be construed to cover any transaction where
such beneficial owner was not such both at the time of the
purchase and sale, or the sale and purchase, of the security
involved, or any transaction or transactions which the
commissioner by rules and regulations may exempt as not
comprehended within the purpose of this section. [1965
exs.c 70§ 7.]

Exemption from federal registration: 15 US.C. § 78 l(g)(2)(G).

48.08.130 Equity security—Sales, unlawful practic-
es. It shall be unlawful for any such beneficial owner,
director or officer, directly or indirectly, to sell any equity
security of such insurer if the person selling the security or
his principal (1) does not own the security sold, or (2) if
owning the security, does not deliver it against such sale
within twenty days thereafter, or does not within five days
after such sale deposit it in the mails or other usual channels
of transportation: PROVIDED, That no person shall be
deemed to have violated this section if he proves that
notwithstanding the exercise of good faith he was unable to
make such delivery or deposit within such time, or that to do
so would cause undue inconvenience or expense. [1965 ex.s.
c70§8.]

48.08.140 Equity security—Exemptions—Sales by
dealer. The provisions of RCW 48.08.120 shall not apply
to any purchase and sale, or sale and purchase, and the pro-
visions of RCW 48.08.130 shall not apply to any sale of an
equity security of a domestic stock insurer not then or
theretofore held by him in an investment account, by a
dealer in the ordinary course of his business and incident to
the establishment or maintenance by him of a primary or
secondary market (otherwise than on an exchange as defined
in the Securities Exchange Act of 1934) for such security.
The commissioner may, by such rules and regulations as he
deems necessary or appropriate in the public interest, define
and prescribe terms and conditions with respect to securities
held in an investment account and transactions made in the
ordinary course of business and incident to the establishment
or maintenance of a primary or secondary market. [1965
ex.s.c 70§ 9.]

48.08.150 Equity security—Exemptions—Foreign or
domestic arbitrage transactions. The provisions of RCW
48.08.110, 48.08.120 and 48.08.130 shall not apply to
foreign or domestic arbitrage transactions unless made in
contravention of such rules and regulations as the commis-
sioner may adopt in order to carry out the purposes of RCW
48.08.100 through 48.08.160. [1965 ex.s. ¢ 70 § 10.]
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48.08.160 Equity security—Exemptions—Securities
registered or required to be, or no class held by one
hundred or more persons. The provisions of RCW
48.08.110, 48.08.120, and 48.08.130 shall not apply to equity
securities of a domestic stock insurer if (1) such securities
shall be registered, or shall be required to be registered,
pursuant to section 12 of the Securities Exchange Act of
1934, as amended, or if (2) such domestic stock insurer shall
not have any class of its equity securities held of record by
one hundred or more persons on the last business day of the
year next preceding the year in which equity securities of the
insurer would be subject to the provisions of RCW
48.08.110, 48.08.120, and 48.08.130 except for the provi-
sions of this subsection (2). [1965 ex.s.c 70 § 12.]

48.08.170 Equity security—Rules and regulations.
The commissioner shall have the power to make such rules
and regulations as may be necessary for the execution of the
functions vested in him by RCW 48.08.100 through
48.08.160, and may for such purpose classify domestic stock
insurers, securities, and other persons or matters within his
jurisdiction. No provision of RCW 48.08.110, 48.08.120,
and 48.08.130 imposing any liability shall apply to any act
done or omitted in good faith in conformity with any rule or
regulation of the commissioner, notwithstanding that such
rule or regulation may, after such act or omission, be
amended or rescinded or determined by judicial or other
authority to be invalid for any reason. [1965 ex.s. c 70 §
13.]

48.08.190 Failure to file required information,
documents, or reports—Forfeiture. Any person who fails
to file information, documents, or reports required to be filed
under *this 1969 amendatory act or any rule or regulation
thereunder shall forfeit to the state of Washington the sum
of one hundred dollars for each and every day such failure
to file shall continue. Such forfeiture, which shall be in lieu
of any criminal penalty for such failure to file which might
be deemed to arise under this title, shall be payable to the
treasurer of the state of Washington and shall be recoverable
in a civil suit in the name of the state of Washington. [1969
ex.s. c 241 § 18.]

*Reviser’s note: This 1969 amendatory act [1969 ex.s. c 241] is
codified as RCW 48.05.140, 48.05.370, 48.06.110, 48.08.190, 48.13.110,
48.13.120, 48.13.125, 48.13.160, 48.14.010, 48.14.020, 48.15.090,
48.17.530, 48.20.052, 48.31.190, 48.34.020, 48.34.100, 48.36.150,
48.48.020, and 48.18.291 through 48.18.297.

Chapter 48.09
MUTUAL INSURERS

Sections
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48.09.090 Additional kinds of insurance.
48.09.100 Minimum surplus.

48.09.110 Membership.

48.09.120  Rights of members.
48.09.130 Bylaws.

48.09.140 Notice of annual meeting.
48.09.150 Voting—Proxies.
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48.09.190 Procedure upon violation of limitation.

48.09.210 Limitation of action on officer’s salary.

48.09.220 Contingent liability of members.

48.09.230 Assessment of members.

48.09.240 Contingent liability of members of assessment insurer.

48.09.250 Contingent liability as asset.

48.09.260 Liability as lien on policy reserves.

48.09.270 Nonassessable policies.

48.09.280 Qualification on issuance of nonassessable policies.

48.09.290 Revocation of right to issue nonassessable policies.

48.09.300 Dividends.

48.09.310 Nonparticipating policies.

48.09.320 Borrowed capital.

48.09.330 Repayment of borrowed capital.

48.09.340 Impairment of surplus. .

48.09.350  Reorganization of mutual as stock insurer—Reinsurance—
Approval.

48.09.360 Distribution of assets and ownership equities upon liquida-
tion.

Dividends not to be guaranteed: RCW 48.30.100.

Merger or consolidation: RCW 48.31.010.

Organization of domestic insurers: Chapter 48.06 RCW.

Policy dividends are payable to real party in interest: RCW 48.18.340.

48.09.010 Initial qualifications. (1) The commission-
er shall not issue a certificate of authority to a domestic
mutual insurer unless it has fully qualified therefor under this
code, and unless it has met the minimum requirements for
the kind of insurance it proposes to transact as provided in
this chapter.

(2) All applications for insurance submitted by such an
insurer as fulfilling qualification requirements shall be bona
fide applications from persons resident in this state covering
lives, property, or risks resident or located in this state.

(3) All qualifying premiums collected and initial surplus
funds of such an insurer shall be in cash. Any deposit made
by such an insurer in lieu of applications, premiums, and
initial surplus funds, shall be in cash or in securities eligible
for the investment of the capital of a domestic stock insurer
transacting the same kind of insurance. [1947 ¢ 79 § .09.01;
Rem. Supp. 1947 § 45.09.01.]

48.09.090 Additional kinds of insurance. A domes-
tic mutual insurer may be authorized to transact kinds of
insurance in addition to that for which it was originally
authorized, if it has otherwise complied with the provisions
of this code therefor, and while it possesses and maintains
surplus funds in aggregate amount not less than the mini-
mum amount of capital and surplus required under this code
of a domestic stock insurer authorized to transact like kinds
of insurance pursuant to RCW 48.05.340. [1980 c 135 § 2;
1957 ¢ 193 § 5; 1947 ¢ 79 § .09.09; Rem. Supp. 1947 §
45.09.09.]

48.09.100 Minimum surplus. A domestic mutual
insurer on the cash premium plan shall at all times have and
maintain surplus funds, representing the excess of its assets
over its liabilities, in amount not less than the aggregate of

(1) the amount of any surplus funds deposited by it with
the commissioner to qualify for its original certificate of
authority, and

(2) the amount of any additional surplus required of it
pursuant to RCW 48.09.090 for authority to transact addi-
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tional kinds of insurance. [1963 ¢ 195 § 3; 1947 ¢ 79 §
.09.10; Rem. Supp. 1947 § 45.09.10.]

48.09.110 Membership. (1) Each holder of one or
more insurance contracts issued by a domestic mutual
insurer, other than a contract of reinsurance, is a member of
the insurer, with the rights and obligations of such member-
ship, and each insurance contract so issued shall effectively
so stipulate.

(2) Any person, government or governmental agency,
state or political subdivision thereof, public or private
corporation, board, association, estate, trustee or fiduciary,
may be a member of a mutual insurer. [1947 ¢ 79 § .09.11;
Rem. Supp. 1947 § 45.09.11.]

48.09.120 Rights of members. (1) A domestic
mutual insurer is owned by and shall be operated in the
interest of its members.

(2) Each member is entitled to one vote in the election
of directors and on matters coming before corporate meet-
ings of members, subject to such reasonable minimum
requirements as to duration of membership and amount of
insurance held as may be made in the insurer’s bylaws. The
person named as the policyholder in any group insurance
policy issued by such insurer shall be deemed the member,
and shall have but one such vote regardless of the number of
individuals insured by such policy.

(3) With respect to the management, records, and affairs
of the insurer, a member shall have the same character of
rights and relationship as a stockholder has toward a domes-
tic stock insurer. [1947 ¢ 79 § .09.12; Rem. Supp. 1947 §
45.09.12.]

48.09.130 Bylaws. A domestic mutual insurer shall
adopt bylaws for the conduct of its affairs. Such bylaws, or
any modification thereof, shall forthwith be filed with the
commissioner. The commissioner shall disapprove any such
bylaws, or as so modified, if he finds after a hearing thereon,
that it is not in compliance with the laws of this state, and
he shall forthwith communicate such disapproval to the
insurer. No such bylaw, or modification, so disapproved
shall be effective during the existence of such disapproval.
[1947 ¢ 79 § .09.13; Rem. Supp. 1947 § 45.09.13.]

48.09.140 Notice of annual meeting. (1) Notice of
the time and place of the annual meeting of members of a
domestic mutual insurer shall be given by imprinting such
notice plainly on the policies issued by the insurer.

(2) Any change of the date or place of the annual
meeting shall be made only by an annual meeting of
members. Notice of such change may be given:

(a) By imprinting such new date or place on all policies
which will be in effect as of the date of such changed
meeting; or

(b) Unless the commissioner otherwise orders, notice of
the new date or place need be given only through policies
issued after the date of the annual meeting at which such
change was made and in premium notices and renewal
certificates issued during the twenty-four months immediate-
ly following such meeting. [1947 c 79 § .09.14; Rem. Supp.
1947 § 45.09.14.]
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48.09.150 Voting—Proxies. (1) A member of a
domestic mutual insurer may vote in person or by proxy
given another member on any matter coming before a
corporate meeting of members.

(2) An officer of the insurer shall not hold or vote the
proxy of any member.

(3) No such proxy shall be valid beyond the earlier of
the following dates:

(a) The date of expiration set forth in the proxy; or

(b) the date of termination of membership; or

(c) five years from the date of execution of the proxy.

(4) No member’s vote upon any proposal to divest the
insurer of its business and assets, or the major part thereof,
shall be registered or taken except in person or by a proxy
newly executed and specific as to the matter to be voted
upon. [1947 ¢ 79 § .09.15; Rem. Supp. 1947 § 45.09.15.]

48.09.160 Directors—Disqualification. No individual
shall be a director of a domestic mutual insurer by reason of
his holding public office. Adjudication as a bankrupt or
taking the benefit of any insolvency law or making a general
assignment for the benefit of creditors disqualifies an
individual from being or acting as a director. [1947 ¢ 79 §
.09.16; Rem. Supp. 1947 § 45.09.16.]

48.09.180 Limitation of expenses as to property and-

casualty insurance. (1) For any calendar year after its first
two full calendar years of operation, no domestic mutual
insurer on the cash premium plan, other than one issuing
nonassessable policies, shall incur any costs or expense in
the writing or administration of property, disability, and
casualty insurances (other than boiler and machinery or
elevator) transacted by it which, exclusive of losses paid,
loss adjustment expenses, investment expenses, dividends,
and taxes exceeds the sum of

(a) forty percent of the net premium income during that
year after deducting therefrom net earned reinsurance
premiums for such year, plus

(b) all of the reinsurance commissions received on
reinsurance ceded by it.

(2) The bylaws of every domestic mutual property
insurer on the assessment premium plan shall impose a
reasonable limitation upon its expenses. [1949 c 190 § 8;
1947 ¢ 79 § .09.18; Rem. Supp. 1949 § 45.09.18.]

48.09.190 Procedure upon violation of limitation.
The officers and directors of an insurer violating RCW
48.09.180 shall be jointly and severally liable to the insurer
for any excess of expenses incurred. If the insurer fails to
exercise reasonable diligence or refuses to enforce such
liability, the commissioner may prosecute action thereon for
the benefit of the insurer. Such failure or refusal constitutes
grounds for revocation of the insurer’s certificate of authori-
ty. (1947 c 79 § .09.19; Rem. Supp. 1947 § 45.09.19.]

48.09.210 Limitation of action on officer’s salary.
No action to recover, or on account of, any salary or other
compensation due or claimed to be due any officer or
director of a domestic mutual insurer, or on any note or
agreement relative thereto, shall be brought against such
insurer after twelve months after the date on which such
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salary or compensation, or any installment thereof, first
accrued. [1947 ¢ 79 § .09.21; Rem. Supp. 1947 § 45.09.21.]

48.09.220 Contingent liability of members. (1) Each
member of a domestic mutual insurer, except as otherwise
provided in this chapter, shall have a contingent liability, pro
rata and not one for another, for the discharge of its obliga-
tions. The contingent liability shall be in such maximum
amount as is stated in the insurer’s articles of incorporation,
but shall be not less than one, nor more than five, additional
premiums for the member’s policy at the annual premium
rate and for a term of one year.

(2) Every policy issued by the insurer shall contain a
statement of the contingent liability.

(3) Termination of the policy of any such member shall
not relieve the member of contingent liability for his
proportion of the obligations of the insurer which accrued
while the policy was in force. [1949 ¢ 190 § 9; 1947 ¢ 79
§ .09.22; Rem. Supp. 1949 § 45.09.22.]

48.09.230 Assessment of members. (1) If at any time
the assets of a domestic mutual insurer doing business on the
cash premium plan are less than its liabilities and the
minimum surplus, if any, required of it by this code as
prerequisite for continuance of its certificate of authority,
and the deficiency is not cured from other sources, its
directors may, if approved by the commissioner, make an
assessment only on its members who at any time within the -
twelve months immediately preceding the date such assess-
ment was authorized by its directors held policies providing
for contingent liability.

(2) Such an assessment shall be for such an amount of
money as is required, in the opinion of the commissioner, to
render the insurer fully solvent, but not to result in surplus
in excess of five percent of the insurer’s liabilities as of the
date of the assessment.

(3) A member’s proportionate part of any such assess-
ment shall be computed by applying to the premium earned,
during the period since the deficiency first appeared, on his
contingently liable policy or policies the ratio of the total
assessment to the total premium earned during such period
on all contingently liable policies which are subject to the
assessment.

(4) No member shall have an offset against any assess-
ment for which he is liable on account of any claim for
unearned premium or losses payable. [1949 ¢ 190 § 10;
1947 ¢ 79 § .09.23; Rem. Supp. 1949 § 45.09.23.]

48.09.240 Contingent liability of members of
assessment insurer. The contingent liability of members of
a domestic mutual insurer doing business on the assessment
premium plan shall be called upon and enforced by its
directors as provided in its bylaws. [1947 ¢ 79 § .09.24;
Rem. Supp. 1947 § 45.09.24.]

48.09.250 Contingent liability as asset. Any contin-
gent liability of members of a domestic mutual insurer to
assessment does not constitute an asset of the insurer in any
determination of its financial condition. [1949 ¢ 190 § 11;
1947 ¢ 79 § .09.25; Rem. Supp. 1949 § 45.09.25.]
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48.09.260 Liability as lien on policy reserves. As to
life insurance, any portion of an assessment of contingent
liability upon a policyholder which remains unpaid following
notice of such assessment, demand for payment, and lapse of
a reasonable waiting period as specified in such notice, may,
if approved by the commissioner, be secured by placing a
lien on the reserves held by the insurer to the credit of such
policyholder. [1949 ¢ 190 § 12; 1947 ¢ 79 § .09.26; Rem.
Supp. 1949 § 45.09.26.]

48.09.270 Nonassessable policies. (1) A domestic
mutual insurer on the cash premium plan, after it has
established a surplus not less in amount than the minimum
capital funds required of a domestic stock insurer to transact
like kinds of insurance, and for so long as it maintains such
surplus, may extinguish the contingent liability of its
members to assessment and omit provisions imposing
contingent liability in all policies currently issued.

(2) Any deposit made with the commissioner as a
prerequisite to the insurer’s certificate of authority may be
included as part of the surplus required in this section.

(3) When the surplus has been so established and the
commissioner has so ascertained, he shall issue to the
insurer, at its request, his certificate authorizing the extin-
guishment of the contingent liability of its members and the
issuance of policies free therefrom.

(4) While it maintains surplus funds in amount not less
than the minimum capital required of a domestic stock
insurer authorized to transact like kinds of insurance, and
subject to the requirements of RCW 48.05.360 as to special
surplus, a foreign or alien mutual insurer on the cash
premium plan may, if consistent with its charter and the laws
of its domicile, issue nonassessable policies covering subjects
located, resident, or to be performed in this state. [1963 c
195 § 4; 1947 ¢ 79 § .09.27; Rem. Supp. 1947 § 45.09.27.]

48.09.280 Qualification on issuance of nonassessable
policies. The commissioner shall not authorize a domestic
mutual insurer so to extinguish the contingent liability of any
of its members or in any of its policies to be issued, unless
it qualifies to and does extinguish such liability of all its
members and in all such policies for all kinds of insurance
transacted by it. Except, that if required by the laws of
another state in which such an insurer is transacting insur-
ance as an authorized insurer, the insurer may issue policies
providing for the contingent liability of such of its members
as may acquire such policies in such state, and need not
extinguish the contingent liability applicable to policies
theretofore in force in such state. [1947 ¢ 79 § .09.28; Rem.
Supp. 1947 § 45.09.28.]

48.09.290 Revocation of right to issue nonassessable
policies. (1) The commissioner shall revoke the authority of
a domestic mutual insurer so to extinguish the contingent
liability of its members if

(a) at any time the insurer’s assets are less than the sum
of its liabilities and the surplus required for such authority,
or

(b) the insurer, by resolution of its directors approved by
its members, requests that the authority be revoked.
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(2) Upon revocation of such authority for any cause, the
insurer shall not thereafter issue any policies without
contingent liability, nor renew any policies then in force
without written endorsement thereon providing for contingent
liability. [1947 ¢ 79 § .09.29; Rem. Supp. 1947 § 45.09.29.]

48.09.300 Dividends. (1) The directors of a domestic
mutual insurer on the cash premium plan may from time to
time apportion and pay to its members as entitled thereto,
dividends only out of that part of its surplus funds which are
in excess of its required minimum surplus and which
represent net realized savings and net realized earnings from
its business.

(2) Any classification of its participating policies and of
risks assumed thereunder which the insurer may make shall
be reasonable. No dividend shall be paid which is inequita-
ble, or which unfairly discriminates as between such clas-
sifications or as between policies within the same classifica-
tion.

(3) No dividend, otherwise earned, shall be made
contingent upon the payment of renewal premium on any
policy. (1947 ¢ 79 § .09.30; Rem. Supp. 1947 § 45.09.30.]

48.09.310 Nonparticipating policies. (1) If its
articles of incorporation so provide, a domestic mutual
insurer on the cash premium plan may, while it is authorized
to issue policies without contingent liability to assessment,
issue policies not entitled to participate in the insurer’s sav-
ings and earnings.

(2) Such insurer shall not issue in this state both partici-
pating and nonparticipating policies for the same class of
risks; except, that both participating and nonparticipating life
insurance policies may be issued if the right or absence of
the right to participate is reasonably related to the premium
charged. [1947 ¢ 79 § .09.31; Rem. Supp. 1947 § 45.09.31.]

48.09.320 Borrowed capital. (1) A domestic mutual
insurer on the cash premium plan may, with the
commissioner’s advance approval and without the pledge of
any of its assets, borrow money to defray the expenses of its
organization or for any purpose required by its business,
upon an agreement that such money and such interest
thereon as may be agreed upon, but not exceeding six
percent per annum, shall be repaid only out of the insurer’s
earned surplus in excess of its required minimum surplus.

(2) Any money so borrowed shall not form a part of the
insurer’s legal liabilities or be the basis of any setoff; but
until repaid, financial statements filed or published by the
insurer shall show as a footnote thereto the amount thereof
then unpaid together with interest thereon accrued but
unpaid.

(3) The commissioner’s approval of such loan, if
granted, shall specify the amount to be borrowed, the
purpose for which the money is to be used, the terms and
form of the loan agreement, the date by which the loan must
be completed, and such other related matters as the commis-
sioner shall deem proper. If the money is to be borrowed
upon multiple agreements, the agreements shall be serially
numbered. No loan agreement or series thereof shall have
or be given any preferential rights over any other such loan
agreement or series. No commission or promotional expense
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shall be incurred or be paid on account of any such loan.
(1947 ¢ 79 § .09.32; Rem. Supp. 1947 § 45.09.32]

48.09.330 Repayment of borrowed capital. (1) The
insurer may repay any loan received pursuant to RCW
48.09.320, or any part thereof as approved by the commis-
sioner, only out of its funds which represent such loan or
realized net earned surplus. No repayment shall be made
which reduces the insurer’s surplus below the minimum
surplus required for the kinds of insurance transacted.

(2) The insurer shall repay any such loan or the largest
possible part thereof when the purposes for which such funds
were borrowed have been fulfilled and when the insurer’s
surplus is adequate to so repay without unreasonable impair-
ment of the insurer’s operations.

(3) No repayment of such loan shall be made unless
approved by the commissioner. The insurer shall notify the
commissioner in writing not less than sixty days in advance
of its intention to repay such loan or any part thereof, and
the commissioner shall forthwith ascertain whether the
insurer’s financial condition is such that the repayment can
properly be made.

(4) Upon dissolution and liquidation of the insurer, after
the retirement of all its other outstanding obligations the
holders of any such loan agreements then remaining unpaid
shall be entitled to payment before any distribution of
surplus is made to the insurer’s members. [1949 c 190 § 13;
1947 ¢ 79 § .09.33; Rem. Supp. 1949 § 45.09.33.]

48.09.340 Impairment of surplus. (1) If the assets
of a domestic mutual insurer on the cash premium plan fall
below the amount of its liabilities, plus the amount of any
surplus required by this code for the kinds of insurance
authorized to be transacted, the commissioner shall at once
ascertain the amount of the deficiency and serve notice upon
the insurer to cure the deficiency within ninety days after
such service of notice.

(2) If the deficiency is not made good in cash or in
assets eligible under this code for the investment of the
insurer’s funds, and proof thereof filed with the commission-
er within such ninety-day period, the insurer shall be deemed
insolvent and shall be proceeded against as authorized by
this code.

(3) If the deficiency is not made good the insurer shall
not issue or deliver any policy after the expiration of such
ninety-day period. Any officer or director who violates or
knowingly permits the violating of this provision shall be
subject to a fine of from fifty dollars to one thousand dollars
for each violation. [1949 ¢ 190 § 14; 1947 ¢ 79 § 09.34;
Rem. Supp. 1949 § 45.09.34.]

48.09.350 Reorganization of mutual as stock
insurer—Reinsurance—Approval. (1) Upon satisfaction
of the requirements applicable to the formation of a domestic
stock insurer, a domestic mutual insurer may be reorganized
as a stock corporation, pursuant to a plan of reorganization
as approved by the commissioner.

(2) A domestic mutual insurer may be wholly reinsured
in and its assets transferred to and its liabilities assumed by
another mutual or stock insurer under such terms and
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conditions as are approved by the commissioner in advance
of such reinsurance.

(3) The commissioner shall not approve any such
reorganization plan or reinsurance agreement which does not
determine the amount of and make adequate provision for
paying to members of such mutual insurer, reasonable
compensation for their equities as owners of such insurer,
such compensation to be apportioned to members as iden-
tified and in the manner prescribed in RCW 48.09.360. The
procedure for approval by the commissioner of any such
reorganization plan or reinsurance agreement shall be the
same as the procedure for approval by the commissioner of
a plan of merger or consolidation under RCW 48.31.010.

Approval at a corporate meeting of members by two-
thirds of the then members of a domestic mutual insurer who
vote on the plan or agreement pursuant to such notice and
procedure as was approved by the commissioner shall
constitute approval of any such reorganization plan or
reinsurance agreement by the insurer’s members. [1984 ¢ 23
§ 1; 1983 Istex.s. ¢ 32 § 1; 1947 ¢ 79 § .09.35; Rem. Supp.
1947 § 45.09.35.]

48.09.360 Distribution of assets and ownership
equities upon liquidation. (1) Upon the liquidation of a
domestic mutual insurer, its assets remaining after discharge
of its indebtedness and policy obligations shall be distributed
to its members who were such within the thirty-six months
prior to the last termination of its certificate of authority.

(2) Upon the reorganization of a domestic mutual
insurer as a domestic stock insurer under RCW 48.09.350(1)
or upon reinsurance of the whole of the liabilities and
transfer of all the assets of a domestic mutual insurer under
RCW 48.09.350(2), the ownership equities of members of
the domestic mutual insurer shall be distributed to its
members who were such on an eligibility date stated in the
reorganization plan or reinsurance agreement, or who were
such within the thirty-six months prior to such eligibility
date. Such eligibility date shall be either the date on which
the reorganization plan or reinsurance agreement is adopted
by resolution of the board of directors of the domestic
mutual insurer, or the date on which the reorganization plan
or reinsurance agreement is approved by a vote of the
members, or the date which ends a calendar quarter during
which either of such actions is taken.

(3) Upon the liquidation of a domestic mutual insurer,
the distributive share of each such member shall be in the
proportion that the aggregate premiums earned by the insurer
on the policies of the member during the thirty-six months
before the last termination of the insurer’s certificate of
authority, bear to the aggregate of all premiums so earned on
the policies of all such members during the same thirty-six
months.

(4) Upon the reorganization of a domestic mutual
insurer as a domestic stock insurer under RCW 48.09.350(1)
or upon reinsurance of the whole of the liabilities and
transfer of all the assets of a domestic mutual insurer under
RCW 48.09.350(2), the distributive share of each member
entitled thereto shall be in the proportion that the aggregate
premiums eammed by the insurer on the policies in force of
that member during the thirty-six months before the eligi-
bility date established under RCW 48.09.360(2) bear to the
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aggregate of all premiums so earned during the same thirty-
six months on all the policies in force of all such members
who are entitled to a distributive share.

. (5) If a life insurer, the insurer shall make a reasonable
classification of its life insurance policies so held by such
members entitled to a distributive share and a formula based
upon such classification for determining the equitable
distributive share of each such member. Such classification
and formula shall be subject to the commissioner’s approval.
(1984 ¢ 23 § 2; 1947 c 79 § .09.36; Rem. Supp. 1947 §
45.09.36.]

Chapter 48.10
RECIPROCAL INSURERS

Sections

48.10.010 "Reciprocal insurance” defined.
48.10.020 "Reciprocal insurer” defined.
48.10.030 Scope of chapter.

48.10.050 Insuring powers of reciprocals.
48.10.055 Real property—Attorney’s duty.
48.10.060 Name—Suits.

48.10.070  Surplus funds required.
48.10.080 Attorney.

48.10.090 Organization of reciprocal.
48.10.100 Policies of original subscribers, effective when.

48.10.110 Certificate of authority.

48.10.120  Power of attorney.

48.10.130  Modification of subscriber’s agreement or power of attorney.
48.10.140  Attorney’s bond.

48.10.150  Deposit in lieu of bond.

48.10.160  Actions on bond.

48.10.170  Service of legal process.

48.10.180  Annual statement.

48.10.190  Attorney’s contribution—Repayment.

48.10.200 Determination of financial condition.

48.10220 Who may become subscriber.

48.10.230  Subscribers’ advisory committee.

48.10.250 Assessment liability of subscriber.

48.10260  Action against subscriber requires judgment against insurer.
48.10.270  Assessments.

48.10.280 Time limit for assessment.

48.10290 Aggregate liability.

48.10.300 Nonassessable policies.

48.10.310 Return of savings to subscribers.

48.10320 Distribution of assets upon liquidation.
48.10.330 Merger—Conversion to stock or mutual insurer.
48.10340 Impairment of assets—Procedure.

Dividends not to be guaranteed: RCW.48.30.100.

Merger or consolidation: RCW 48.31.010.

Organization of domestic insurers: Chapter 48.06 RCW.

Policy dividends are payable to real party in interest: RCW 48.18.340.

48.10.010 '"Reciprocal insurance' defined. "Recip-
rocal insurance" is that resulting from an interexchange
among persons, known as "subscribers," of reciprocal
agreements of indemnity, the interexchange being effectuated
through an "attorney in fact" common to all such persons.
(1947 ¢ 79 § .10.01; Rem. Supp. 1947 § 45.10.01.]

48.10.020 ''Reciprocal insurer" defined. A "recipro-
cal insurer" means an unincorporated aggregation of sub-
scribers operating individually and collectively through an
attorney in fact to provide reciprocal insurance among
themselves. [1947 c 79 § .10.02; Rem. Supp. 1947 §
45.10.02]
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48.10.030 Scope of chapter. All authorized reciprocal
insurers shall be governed by those sections of this chapter
not expressly made applicable to domestic reciprocal
insurers. [1947 ¢ 79 § .10.03; Rem. Supp. 1947 § 45.10.03.]

48.10.050 Insuring powers of reciprocals. (1) A
reciprocal insurer may, upon qualifying therefor as provided
by this code, transact any kind or kinds of insurance defined
by this code, other than life or title insurances.

(2) A reciprocal insurer may purchase reinsurance upon
the risk of any subscriber, and may grant reinsurance as to
any kind of insurance which it is authorized to transact
direct. [1947 ¢ 79 § .10.05; Rem. Supp. 1947 § 45.10.05.]

48.10.055 Real property—Attorney’s duty. A
reciprocal insurer may purchase, sell, mortgage, encumber,
lease, or otherwise affect the title to real property for the
purposes and objects of the reciprocal insurer. All deeds,
notes, mortgages, or other documents relating to the real
property may be executed in the name of the reciprocal
insurer by its attorney. [1991 c 266 § 1.]

48.10.060 Name—Suits. A reciprocal insurer shall:

(1) Have and use a business name. The name shall
include the word "reciprocal,” or "interinsurer,” or "interin-
surance,” or "exchange,” or "underwriters," or "underwrit-
ing."

(2) Sue and be sued in its own name. [1947 ¢ 79 §
.10.06; Rem. Supp. 1947 § 45.10.06.]

48.10.070 Surplus funds required. (1) A domestic
reciprocal insurer hereafter formed, if it has otherwise
complied with the provisions of this code, may be authorized
to transact insurance if it initially possesses surplus in an
amount equal to or exceeding the capital and surplus
requirements required under RCW 48.05.340(1) plus special
surplus, if any, required under RCW 48.05.360 and thereafter
possesses, and maintains surplus funds equal to the paid-in
capital stock required under RCW 48.05.340 of a stock
insurer transacting like kinds of insurance, and the special
surplus, if any, required under RCW 48.05.360.

(2) A domestic reciprocal insurer which under prior
laws held authority to transact insurance in this state may
continue to be so authorized so long as it otherwise qualifies
therefor and maintains surplus funds in amount not less than
as required under laws of this state in force at the time such
authority to transact insurance in this state was granted.

(3) A domestic reciprocal insurer heretofore formed
shall maintain on deposit with the commissioner surplus
funds of not less than the sum of one hundred thousand
dollars, and to transact kinds of insurance transacted by it in
addition to that authorized by its original certificate of
authority, shall have and maintain surplus (including the
amount of such deposit) in amount not less than the paid-in
capital stock required under RCW 48.05.340(1) plus special
surplus, if any, required under RCW 48.05.360, of a domes-
tic stock insurer formed after 1967 and transacting the same
kinds of insurance. Such additional surplus funds need not
be deposited with the commissioner. [1985 c 264 § 4; 1975
Ist ex.s. c 266 § 5; 1963 c 195 § 5; 1947 ¢ 79 § .10.07;
Rem. Supp. 1947 § 45.10.07.]
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Severability—1975 1st ex.s. ¢ 266: See note following RCW
48.01.010.

48.10.080 Attorney. (1) "Attorney" as used in this
chapter refers to the attorney in fact of a reciprocal insurer.
The attorney may be an individual, firm, or corporation.

(2) The attorney of a foreign or alien reciprocal insurer,
which insurer is duly authorized to transact insurance in this
state, shall not, by virtue of discharge of its duties as such
attorney with respect to the insurer’s transactions in this
state, be thereby deemed to be doing business in this state
within the meaning of any laws of this state applying to
foreign persons, firms, or corporations.

(3) The subscribers and the attorney in fact comprise a
reciprocal insurer and a single entity for the purposes of
chapter 48.14 RCW as to all operations under the insurer’s
certificate of authority. [1965 ex.s. ¢ 70 § 35; 1947 ¢ 79 §
.10.08; Rem. Supp. 1947 § 45.10.08.]

48.10.090 Organization of reciprocal. (1) Twenty-
five or more persons domiciled in this state may organize a
domestic reciprocal insurer and in compliance with this code
make application to the commissioner for a certificate of
authority to transact insurance.

(2) When applying for a certificate of authority, the
original subscribers and the proposed attorney shall fulfill the
requirements of and shall execute and file with the commis-
sioner a declaration setting forth:

(a) the name of the insurer;

(b) the location of the insurer’s principal office, which
shall be the same as that of the attorney and shall be
maintained within this state;

(c) the kinds of insurance proposed to be transacted;

(d) the names and addresses of the original subscribers;

(e) the designation and appointment of the proposed
attorney and a copy of the power of attorney;

(f) the names and addresses of the officers and directors
of the attorney, if a corporation, or of its members, if a firm;

(g) the powers of the subscribers’ advisory committee
and the names and terms of office of the members thereof;

(h) that all moneys paid to the reciprocal, after deduct-
ing therefrom any sum payable to the attorney, shall be held
in the name of the insurer and for the purposes specified in
the subscriber’s agreement;

(i) a copy of the subscriber’s agreement;

(j) a statement that each of the original subscribers has
in good faith applied for insurance of the kind proposed to
be transacted, and that the insurer has received from each
such subscriber the full premium or premium deposit
required for the policy applied for, for a term of not less
than six months at the rate theretofore filed with and
approved by the commissioner;

(k) a statement of the financial condition of the insurer,
a schedule of its assets, and a statement that the surplus as
required by RCW 48.10.070 is on hand;

(1) a copy of each policy, endorsement, and application
form it then proposes to issue or use.

Such declaration shall be acknowledged by each such
subscriber and by the attorney in the manner required for the
acknowledgment of deeds to real estate. [1947 ¢ 79 §
.10.09; Rem. Supp. 1947 § 45.10.09.]

[Title 48 RCW—page 40]

Title 48 RCW: Insurance

48.10.100 Policies of original subscribers, effective
when. Any policy applied for by an original subscriber shall
become effective coincidentally with the issuance of a
certificate of authority to the reciprocal insurer. [1947 c 79
§ .10.10; Rem. Supp. 1947 § 45.10.10.]

48.10.110 Certificate of authority. (1) The certificate
of authority of a reciprocal insurer shall be issued to its
attorney in the name of the insurer.

(2) The commissioner may refuse, suspend, or revoke
the certificate of authority, in addition to other grounds
therefor, for failure of its attorney to comply with any
provision of this code. [1947 ¢ 79 § .10.11; Rem. Supp.
1947 § 45.10.11.]

48.10.120 Power of attorney. (1) The rights and
powers of the attorney of a reciprocal insurer shall be as
provided in the power of attorney given it by the subscribers.

(2) The power of attorney must set forth:

(a) The powers of the attorney;

(b) that the attorney is empowered to accept service of
process on behalf of the insurer and to authorize the com-
missioner to receive service of process in actions against the
insurer upon contracts exchanged;

(c) the services to be performed by the attorney in
general,;

(d) the maximum amount to be deducted from advance
premiums or deposits to be paid to the attorney;

(e) except as to nonassessable policies, a provision for
a contingent several liability of each subscriber in a specified
amount which amount shall be not less than one nor more
than ten times the premium or premium deposit stated in the
policy.

(3) The power of attorney may:

(a) Provide for the right of substitution of the attorney
and revocation of the power of attorney and rights thereun-
der;

(b) impose such restrictions upon the exercise of the
power as are agreed upon by the subscribers;

(c) provide for the exercise of any right reserved to the
subscribers directly or through their advisory committee;

(d) contain other lawful provisions deemed advisable.

(4) The terms of any power of attorney or agreement
collateral thereto shall be reasonable and equitable, and no
such power or agreement or any amendment thereof, shall be
used or be effective in this state until approved by the
commissioner. [1949 ¢ 190 § 15; 1947 ¢ 79 § .10.12; Rem.
Supp. 1949 § 45.10.12.]

48.10.130 Modification of subscriber’s agreement or
power of attorney. Modification of the terms of the
subscriber’s agreement or of the power of attorney of a
domestic reciprocal insurer shall be made jointly by the
attorney and the subscribers’ advisory committee. No such
modification shall be effective retroactively, nor as to any
insurance contract issued prior thereto. [1947 ¢ 79 § .10.13;
Rem. Supp. 1947 § 45.10.13.]

48.10.140 Attorney’s bond. (1) Concurrently with
the filing of the declaration provided for in RCW 48.10.090,
(or, if an existing domestic reciprocal insurer, within ninety
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days after the effective date of this code) the attorney of a
domestic reciprocal shall file with the commissioner a bond
running to the state of Washington. The bond shall be
executed by the attorney and by an authorized corporate
surety, and shall be subject to the commissioner’s approval.

(2) The bond shall be in the penal sum of twenty-five
thousand dollars, conditioned that the attorney will faithfully
account for all moneys and other property of the insurer
coming into his hands, and that he will not withdraw or
appropriate for his own use from the funds of the insurer any
moneys or property to which he is not entitled under the
power of attorney.

(3) The bond shall provide that it is not subject to
cancellation unless thirty days advance notice in writing of
intent to cancel is given to both the attorney and the com-
missioner. (1947 c 79 § .10.14; Rem. Supp. 1947 §
45.10.14.]

48.10.150 Deposit in lieu of bond. In lieu of such
bond, the attorney may maintain on deposit with the com-
missioner a like amount in cash or in value of securities
qualified under this code as insurers’ investments, and
subject to the same conditions as the bond. [1947 c 79 §
.10.15; Rem. Supp. 1947 § 45.10.15.]

48.10.160 Actions on bond. Action on the attorney’s
bond or to recover against any such deposit made in lieu
thereof may be brought at any one time by one or more
subscribers suffering loss through a violation of the condi-
tions thereof or by a receiver or liquidator of the insurer.
Amounts so recovered shall be deposited in and become part
of the insurer’s funds. [1947 ¢ 79 § .10.16; Rem. Supp.
1947 § 45.10.16.]

48.10.170 Service of legal process. (1) A certificate
of authority shall not be issued to a domestic reciprocal
insurer unless prior thereto the attorney has executed and
filed with the commissioner the insurer’s irrevocable
authorization of the commissioner to receive legal process
issued in this state against the insurer upon any cause of
action arising within this state.

(2) The provisions of RCW 48.05.210 shall apply to
service of such process upon the commissioner.

(3) In lieu of service on the commissioner, legal process

may be served upon a domestic reciprocal insurer by serving.

the insurer’s attorney at his principal offices.

(4) Any judgment against the insurer based upon legal
process so served shall be binding upon each of the insurer’s
subscribers as their respective interests may appear and in an
amount not exceeding their respective contingent liabilities.
(1947 ¢ 79 § .10.17; Rem. Supp. 1947 § 45.10.17.]

48.10.180 Annual statement. The annual statement
of a reciprocal insurer shall be made and filed by the
attorney. [1947 ¢ 79 § .10.18; Rem. Supp. 1947 § 45.10.18.]

48.10.190 Attorney’s contribution—Repayment. No
contribution to a domestic reciprocal insurer’s surplus by the
attorney shall be retrievable by the attorney except under
such terms and in such circumstances as the commissioner
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approves. [1947¢c 79 § .10.19; Rem. Supp. 1947 §
45.10.19.]

48.10.200 Determination of financial condition. In
determining the financial condition of a reciprocal insurer the
commissioner shall apply the following rules:

(1) He shall charge as liabilities the same reserves as are
required of incorporated insurers issuing nonassessable
policies on a reserve basis.

(2) The surplus deposits of subscribers shall be allowed
as assets, except that any premium deposit delinquent for
ninety days shall first be charged against such surplus
deposit.

(3) The surplus deposits of subscribers shall not be
charged as a liability.

(4) All premium deposits delinquent less than ninety
days shall be allowed as assets.

(5) An assessment levied upon subscribers, and not
collected, shall not be allowed as an asset.

(6) The contingent liability of subscribers shall not be
allowed as an asset.

(7) The computation of reserves shall be based upon
premium deposits other than membership fees and without
any deduction for the compensation of the attorney. [1947
¢ 79 § .10.20; Rem. Supp. 1947 § 45.10.20.]

48.10.220 Who may become subscriber. Any
person, government or governmental agency, state or
political subdivision thereof, public or private corporation,
board, association, estate, trustee, or fiduciary may be a
subscriber of a reciprocal insurer. [1947 ¢ 79 § .10.22;
Rem. Supp. 1947 § 45.10.22]

48.10.230 Subscribers’ advisory committee. (1) The
advisory committee of a domestic reciprocal insurer exercis-
ing the subscribers’ rights shall be selected under such rules
as the subscribers adopt.

(2) Not less than three-fourths of such committee shall
be composed of subscribers other than the attorney, or any
person employed by, representing, or having a financial
interest in the attorney.

(3) The committee shall:

(a) Supervise the finances of the insurer;

(b) supervise the insurer’s operations to such extent as
to assure their conformity with the subscribers’ agreement
and power of attorney;

(c) procure the audit of the accounts and records of the
insurer and of the attorney at the expense of the insurer;

(d) have such additional powers and functions as may
be conferred by the subscribers’ agreement. [1947 ¢ 79 §
.10.23; Rem. Supp. 1947 § 45.10.23.]

48.10.250 Assessment liability of subscriber. (1)
The liability of each subscriber subject to assessment for the
obligations of the reciprocal insurer shall not be joint, but
shall be individual and several.

(2) Each subscriber who is subject to assessment shall
have a contingent assessment liability, in the amount
provided for in the power of attorney or in the subscribers’
agreement, for payment of actual losses and expenses in-
curred while his policy was in force. Such contingent
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liability may be at the rate of not less than one nor more
than ten times the premium or premium deposit stated in the
policy, and the maximum aggregate thereof shall be comput-
ed in the manner set forth in RCW 48.10.290.

(3) Each assessable policy issued by the insurer shall
plainly set forth a statement of the contingent liability.
(1947 ¢ 79 § .10.25; Rem. Supp. 1947 § 45.10.25.]

48.10.260 Action against subscriber requires
judgment against insurer. (1) No action shall lie against
any subscriber upon any obligation claimed against the
insurer until a final judgment has been obtained against the
insurer and remains unsatisfied for thirty days.

(2) Any such judgment shall be binding upon each
subscriber only in such proportion as his interests.may
appear and in an amount not exceeding his contingent
liability, if any. (1947 ¢ 79 § .10.26; Rem. Supp. 1947 §
45.10.26.]

48.10.270 Assessments. (1) Assessments may be
levied from time to time upon the subscribers of a domestic
reciprocal insurer, other than as to nonassessable policies, by
the attorney upon approval in advance by the subscribers’
advisory committee and the commissioner; or by the com-
missioner in liquidation of the insurer.

(2) Each such subscriber’s share of a deficiency for
which an assessment is made, not exceeding in any event his
aggregate contingent liability as computed in accordance
with RCW 48.10.290, shall be computed by applying to the
premium earned on the subscriber’s policy or policies during
the period to be covered by the assessment, the ratio of the
total deficiency to the total premiums earned during such
period upon all policies subject to the assessment.

(3) In computing the earned premiums for the purposes
of this section, the gross premium received by the insurer for
the policy shall be used as a base, deducting therefrom
solely charges not recurring upon the renewal or extension
of the policy.

(4) No subscriber shall have an offset against any
assessment for which he is liable, on account of any claim
for unearned premium or losses payable. [1947 ¢ 79 §
.10.27; Rem. Supp. 1947 § 45.10.27.]

48.10.280 Time limit for assessment. Every sub-
scriber of a domestic reciprocal insurer having contingent
liability shall be liable for, and shall pay his share of any
assessment, as computed and limited in accordance with this
chapter, if:

(1) While his policy is in force or within one year after
its termination, he is notified by either the attorney or the
commissioner of his intention to levy such assessment; or

(2) If an order to show cause why a receiver, conserva-
tor, rehabilitator, or liquidator of the insurer should not be
appointed is issued pursuant to RCW 48.31.190 while his
policy is in force or within one year after its termination.
(1947 ¢ 79 § .10.28; Rem. Supp. 1947 § 45.10.28.]

48.10.290 Aggregate liability. No one policy or
subscriber as to such policy, shall be assessed or be charged
with an aggregate of contingent liability as to obligations
incurred by a domestic reciprocal insurer in any one calendar
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year, in excess of the number of times the premium as stated
in the policy as computed solely upon premium earned on
such policy during that year. [1947 ¢ 79 § .10.29; Rem.
Supp. 1947 § 45.10.29.]

48.10.300 Nonassessable policies. (1) Subject to the
special surplus requirements of RCW 48.05.360, if a
reciprocal insurer has a surplus of assets over all liabilities
at least equal to the minimum capital stock required of a
domestic stock insurer authorized to transact like kinds of
insurance, upon application of the attorney and as approved
by the subscribers’ advisory committee the commissioner
shall issue his certificate authorizing the insurer to extinguish
the contingent liability of subscribers under its policies then
in force in this state, and to omit provisions imposing
contingent liability in all policies delivered or issued for
delivery in this state for so long as all such surplus remains
unimpaired.

(2) Upon impairment of such surplus, the commissioner
shall forthwith revoke the certificate. No policy shall
thereafter be issued or renewed without providing for the
contingent assessment liability of subscribers.

(3) The commissioner shall not authorize a domestic
reciprocal insurer so to extinguish the contingent liability of
any of its subscribers or in any of its policies to be issued,
unless it qualifies to and does extinguish such liability of all
its subscribers and in all such policies for all kinds of
insurance transacted by it. Except, that if required by the
laws of another state in which the insurer is transacting
insurance as an authorized insurer, the insurer may issue
policies providing for the contingent liability of such of its
subscribers as may acquire such policies in such state, and
need not extinguish the contingent liability applicable to
policies theretofore in force in such state. [1983 ¢ 3 § 148;
1947 ¢ 79 § .10.30; Rem. Supp. 1947 § 45.10.30.]

48.10.310 Return of savings to subscribers. A
reciprocal insurer may from time to time return to its
subscribers any savings or credits accruing to their accounts.
Any such distribution shall not unfairly discriminate between
classes of risks, or policies, or between subscribers. [1947
¢ 79 § .10.31; Rem. Supp. 1947 § 45.10.31.]

48.10.320 Distribution of assets upon liquidation.
Upon the liquidation of a domestic reciprocal insurer, its
assets remaining after discharge of its indebtedness and
policy obligations, the return of any contribution of the
attorney to its surplus made as provided in RCW 48.10.190,
and the return of any unused deposits, savings, or credits,
shall be distributed to its subscribers who were such within
the twelve months prior to the last termination of its certifi-
cate of authority according to such formula as may have
been approved by the commissioner. [1947 ¢ 79 § .10.32;
Rem. Supp. 1947 § 45.10.32.]

48.10.330 Merger—Conversion to stock or mutual
insurer. (1) A domestic reciprocal insurer, upon affirmative
vote of not less than two-thirds of the subscribers who vote
upon such merger pursuant to such notice as may be
approved by the commissioner and with the approval of the
commissioner of the terms therefor, may merge with another
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reciprocal insurer or be converted to a stock or mutual
insurer.

(2) Such a stock or mutual insurer shall be subject to
the same capital requirements and shall have the same rights
as a like domestic insurer transacting like kinds of insurance.

(3) The commissioner shall not approve any plan for
such merger or conversion which is inequitable to subscrib-
ers, or which, if for conversion to a stock insurer, does not
give each subscriber preferential right to acquire stock of the
proposed insurer proportionate to his interest in the recipro-
cal insurer as determined in accordance with RCW 48.10.320
and a reasonable length of time within which to exercise
such right. [1947 ¢ 79 § .10.33; Rem. Supp. 1947 §
45.10.33.] :

48.10.340 Impairment of assets—Procedure. (1) If
the assets of a domestic reciprocal insurer are at any time
insufficient to discharge its liabilities other than any liability
on account of funds contributed by the attorney, and to
maintain the surplus required for the kinds of insurance it is
authorized to transact, its attorney shall forthwith levy an
assessment upon subscribers made sub ject to assessment by
the terms of their policies for the amount needed to make up
the deficiency.

(2) If the attorney fails to make the assessment within
thirty days after the commissioner orders him to do so, or if
the deficiency is not fully made up within sixty days after
the date the assessment was made, the insurer shall be
deemed insolvent and shall be proceeded against as autho-
rized by this code.

(3) If liquidation of such an insurer is ordered, an
assessment shall be levied upon the subscribers for such an
amount, subject to limits as provided by this chapter, as the
commissioner determines to be necessary to discharge all lia-
bilities of the insurer, exclusive of any funds contributed by
the attorney, but including the reasonable cost of the liquida-
tion. [1947 ¢ 79 § .10.34; Rem. Supp. 1947 § 45.10.34.]

Chapter 48.11
INSURING POWERS

Sections

48.11.020 "Life insurance" defined.

48.11.030 "Disability insurance" defined—"Stop loss insurance” de-
fined.

48.11.040 "Property insurance" defined.

48.11.050 "Marine and transportation insurance" defined.

48.11.060 "Vehicle insurance” defined.

48.11.070 "General casualty insurance" defined.

48.11.080 "Surety insurance” defined.

48.11.100 "Title insurance” defined.

48.11.130  Reinsurance powers.

48.11.140 Limitation of single risk.

Workers’ compensation: Title 51 RCW.

48.11.020 'Life insurance" defined. "Life insur-
ance" is insurance on human lives and insurances appertain-
ing thereto or connected therewith. For the purposes of this
code the transacting of life insurance includes the granting
of annuities and endowment benefits; additional benefits in
event of death by accident; additional benefits in event of the
total and permanent disability of the insured; and optional
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modes of settlement of proceeds. [1947 ¢ 79 § .11.02; Rem.
Supp. 1947 § 45.11.02]

48.11.030 'Disability insurance' defined—''Stop
loss insurance" defined. "Disability insurance” is insurance
against bodily injury, disablement or death by accident,
against disablement resulting from sickness, and every
insurance appertaining thereto including stop loss insurance.
"Stop loss insurance" is insurance against the risk of eco-
nomic loss assumed under a self-funded employee disability
benefit plan. [1992 c 226 § 1; 1947 c 79 § .11.03; Rem.
Supp. 1947 § 45.11.03.]

Application—1992 ¢ 226: "This act applies to policies issued or
renewed on or after July 1, 1992." [1992 c 226 § 4.]

48.11.040 'Property insurance' defined. "Property
insurance" is insurance against loss of or damage to real or
personal property of every kind and any interest therein,
from any or all hazard or cause, and against loss consequen-
tial upon such loss or damage. [1947 ¢ 79 § .11.04; Rem.
Supp. 1947 § 45.11.04.]

48.11.050 ''Marine and transportation insurance'
defined. "Marine and transportation insurance" is:

(1) Insurance against loss of or damage to:

(a) Vessels, craft, aircraft, vehicles, goods, freights,
cargoes, merchandise, effects, disbursements, profits,
moneys, securities, choses in action, evidences of debt,
valuable papers, bottomry, and respondentia interests and all
other kinds of property and interests therein, in respect to,
appertaining to or in connection with any and all risks or
perils of navigation, transit or transportation, or while being
assembled, packed, crated, baled, compressed or similarly
prepared for shipment or while awaiting shipment, or during
any delays, storage, transshipment, or reshipment incident
thereto, including war risks, marine builder’s risks, and all
personal property floater risks. _

(b) Person or property in connection with or appertain-
ing to a marine, transit or transportation insurance, including
liability for loss of or damage to either incident to the
construction, repair, operation, maintenance or use of the
subject matter of such insurance (but not including life insur-
ance or surety bonds nor insurance against loss by reason of
bodily injury to any person arising out of the ownership,
maintenance, or use of automobiles).

(c) Precious stones, jewels, jewelry, precious metals,
whether in course of transportation or otherwise.

(d) Bridges, tunnels and other instrumentalities of
transportation and communication (excluding buildings, their
furniture and furnishings, fixed contents and supplies held in
storage); piers, wharves, docks and slips, and other aids to
navigation and transportation, including dry docks and
marine railways, dams and appurtenant facilities for the
control of waterways.

(2) "Marine protection and indemnity insurance,"
meaning insurance against, or against legal liability of the
insured for, loss, damage, or expense incident to ownership,
operation, chartering, maintenance, use, repair or construc-
tion of any vessel, craft or instrumentality in use in ocean or
inland waterways, including liability of the insured for
personal injury, illness or death or for loss of or damage to
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the property of another person. [1947 ¢ 79 § .11.05; Rem.
Supp. 1947 § 45.11.05.]

48.11.060 ''Vehicle insurance' defined. (1) "Vehicle
insurance” is insurance against loss or damage to any land
vehicle or aircraft or any draft or riding animal or to
property while contained therein or thereon or being loaded
or unloaded therein or therefrom, and against any loss or
liability resulting from or incident to ownership, mainte-
nance, or use of any such vehicle or aircraft or animal.

(2) Insurance against accidental death or accidental
injury to individuals while in, entering, alighting from,
adjusting, repairing, cranking, or caused by being struck by
a vehicle, aircraft, or draft or riding animal, if such insurance
is issued as part of insurance on the vehicle, aircraft, or draft
or riding animal, shall be deemed to be vehicle insurance.
(1947 ¢ 79 § .11.06; Rem. Supp. 1947 § 45.11.06.]

48.11.070 'General casualty insurance' defined.
"General casualty insurance" includes vehicle insurance as
defined in RCW 48.11.060, and in addition is insurance:

(1) Against legal liability for the death, injury, or
disability of any human being, or for damage to property.

(2) Of medical, hospital, surgical and funeral benefits to
persons injured, irrespective of legal liability of the insured,
when issued with or supplemental to insurance against legal
liability for the death, injury or disability of human beings.

(3) Of the obligations accepted by, imposed upon, or
assumed by employers under law for workers’ compensation.

(4) Against loss or damage by burglary, theft, larceny,
robbery, forgery, fraud, vandalism, malicious mischief,
confiscation or wrongful conversion, disposal or conceal-
ment, or from any attempt of any of the foregoing; also
insurance against loss of or damage to moneys, coins,
bullion, securities, notes, drafts, acceptances or any other
valuable papers or documents, resulting from any cause,
except while in the custody or possession of and being
transported by any carrier for hire or in the mail.

(5) Upon personal effects against loss or damage from
any cause.

(6) Against loss or damage to glass, including its
lettering, ornamentation and fittings.

(7) Against any liability and loss or damage to property
resulting from accidents to or explosions of boilers, pipes,
pressure containers, machinery, or apparatus and to make
inspection of and issue certificates of inspection upon
elevators, boilers, machinery, and apparatus of any kind.

(8) Against loss or damage to any property caused by
the breakage or leakage of sprinklers, water pipes and
containers, or by water entering through leaks or openings in
buildings.

(9) Against loss or damage resulting from failure of
debtors to pay their obligations to the insured (credit
insurance).

(10) Against any other kind of loss, damage, or liability
properly the subject of insurance and not within any other
kind or kinds of insurance as defined in this chapter, if such
insurance is not contrary to law or public policy. [1987 c
185 § 18; 1953 ¢ 197 § 5; 1947 ¢ 79 § .11.07; Rem. Supp.
1947 § 45.11.07]
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Intent—Severability—1987 c 185: See notes following RCW
51.12.130.

48.11.080 '"Surety insurance' defined. "Surety
insurance" includes: '

(1) Credit insurance as defined in subdivision (9) of
RCW 48.11.070.

(2) Bail bond insurance.

(3) Fidelity insurance, which is insurance guaranteeing
the fidelity of persons holding positions of public or private
trust.

(4) Guaranteeing the performance of contracts, other
than insurance policies, and guaranteeing and executing
bonds, undertakings, and contracts of suretyship.

(5) Indemnifying banks, bankers, brokers, financial or
moneyed corporations or associations against loss resulting
from any cause of bills of exchange, notes, bonds, securities,
evidence of debts, deeds, mortgages, warehouse receipts, or
other valuable papers, documents, money, precious metals
and articles made therefrom, jewelry, watches, necklaces,
bracelets, gems, precious and semi-precious stones, including
any loss while the same are being transported in armored
motor vehicles, or by messenger, but not including any other
risks of transportation or navigation; also against loss or
damage to such an insured’s premises, or to his furnishings,
fixtures, equipment, safes and vaults therein, caused by
burglary, robbery, theft, vandalism or malicious mischief, or
any attempt thereat. [1967 c 150 § 8; 1947 ¢ 79 § .11.08;
Rem. Supp. 1947 § 45.11.08.]

48.11.100 'Title insurance" defined. "Title insur-
ance" is insurance of owners of property or others having an
interest therein, against loss by encumbrance, or defective
titles, or adverse claim to title, and services connected
therewith. [1947 ¢ 79 §.11.10; Rem. Supp. 1947 §
45.11.10.]

48.11.130 Reinsurance powers. A domestic mutual
assessment insurer shall not have authority to accept reinsur-
ance. Any other domestic insurer may accept reinsurance
only of such kinds of insurance as it is authorized to transact
direct. [1947 ¢ 79 § .11.13; Rem. Supp. 1947 § 45.11.13.]

48.11.140 Limitation of single risk. (1) No insurer
shall retain any risk on any one subject of insurance,
whether located or to be performed in this state or else-
where, in an amount exceeding'ten percent of its surplus to
policyholders.

(2) For the purposes of this section, a "subject of
insurance” as to insurance against fire includes all properties
insured by the same insurer which are reasonably subject to
loss or damage from the same fire.

(3) Reinsurance in an alien reinsurer not qualified under
RCW 48.05.300 may not be deducted in determining risk
retained for the purposes of this section.

(4) In the case of surety insurance, the net retention
shall be computed after deduction of reinsurances, the
amount assumed 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.
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(5) This section does not apply to life insurance,
disability insurance, title insurance, or insurance of marine
risks or marine protection and indemnity risks. [1993 c 462
§ 53,1983 ¢c 3§ 149; 1959 ¢ 225§ 2; 1947 c 79 § .11.14;
Rem. Supp. 1947 § 45.11.14.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

Chapter 48.12
ASSETS AND LIABILITIES

Sections

48.12.010 "Assets" defined.

48.12.020 Nonallowable assets.

48.12.030 Liabilities.

48.12.040 Uneamed premium reserve, property, casualty, and surety
insurance.

48.12.050 Uneamed premium reserve, marine and transportation insur-
ance.

48.12.060 Reserve—Disability insurance.

48.12.070 Loss records.

48.12.080 Increased reserves.

48.12.090 Loss reserves—Liability insurance.

48.12.100 Unallocated liability loss expense.

48.12.110  Schedule of experience.

48.12.120  Loss reserve—Workers’ compensation insurance.

48.12.130  Unallocated workers’ compensation loss expense.

48.12.140  "Loss payments," "loss expense" defined.

48.12.160  Credit for reinsurance.

48.12.170  Valuation of bonds.

48.12.180  Valuation of stocks.

48.12.190 Valuation of property.

48.12200 Valuation of purchase money mortgages.

48.12.010 'Assets" defined. In any determination of
the financial condition of any insurer there shall be allowed
as assets only such assets as belong wholly and exclusively
to the insurer, which are registered, recorded, or held under
the insurer’s name, and which consist of:

(1) Cash in the possession of the insurer or in transit
under its control, and the true balance of any deposit of the
insurer in a solvent bank or trust company;

(2) Investments, securities, properties, and loans
acquired or held in accordance with this code, and in
connection therewith the following items:

(a) Interest due or accrued on any bond or evidence of
indebtedness which is not in default and which is not valued
on a basis including accrued interest.

(b) Declared and unpaid dividends on stocks and shares
unless such amount has otherwise been allowed as an asset.

(c) Interest due or accrued upon a collateral loan in an
amount not to exceed one year’s interest thereon.

(d) Interest due or accrued on deposits in solvent banks
and trust companies, and interest due or accrued on other
assets if such interest is in the judgment of the commissioner
a collectible asset.

(e) Interest due or accrued on a mortgage loan, in
amount not exceeding in any event the amount, if any, of the
difference between the unpaid principal and the value of the
property less delinquent taxes thereon; but if any interest on
the loan is in default more than eighteen months, or if any
interest on the loan is in default and any taxes or any
installment thereof on the property are and have been due
and unpaid for more than eighteen- months, no allowance
shall be made for any interest on the loan.
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(f) Rent due or accrued on real property if such rent is
not in arrears for more than three months.

(3) Premium notes, policy loans, and other policy assets
and liens on policies of life insurance, in amount not
exceeding the legal reserve and other policy liabilities carried
on each individual policy;

(4) The net amount of uncollected and deferred premi-
ums in the case of a life insurer which carries the full annual
mean tabular reserve liability; .

(5) Premiums in the course of collection, other than for
life insurance, not more than ninety days past due, less
commissions payable thereon. The foregoing limitation shall
not apply to premiums payable directly or indirectly by the
United States government or any of its instrumentalities;

(6) Installment premiums other than life insurance
premiums, in accordance with regulations prescribed by the
commissioner consistent with practice formulated or adopted
by the National Association of Insurance Commissioners;

(7) Notes and like written obligations not past due,
taken for premiums other than life insurance premiums, on
policies permitted to be issued on such basis, to the extent
of the unearned premium reserves carried thereon and unless
otherwise required by regulation prescribed by the commis-
sioner;

(8) Reinsurance recoverable subject to RCW 48.12.160;

(9) Amounts receivable by an assuming insurer repre-

" senting funds withheld by a solvent ceding insurer under a

reinsurance treaty;

(10) Deposits or equities recoverable from underwriting
associations, syndicates and reinsurance funds, or from any
suspended banking institution, to the extent deemed by the
commissioner available for the payment of losses and claims
and at values to be determined by him;

(11) Electronic and mechanical machines constituting a
data processing and accounting system if the cost of such
system is at least twenty-five thousand dollars, which cost
shall be amortized in full over a period not to exceed ten
calendar years; and ) )

(12) Other assets, not inconsistent with the foregoing
provisions, deemed by the commissioner available for the
payment of losses and claims, at values to be determined by
him. [1977 ex.s. c 180 § 2; 1963 c 195 § 11; 1947 ¢ 79 §
.12.01; Rem. Supp. 1947 § 45.12.01.]

48.12.020 Nonallowable assets. In addition to assets
impliedly excluded under RCW 48.12.010, the following
expressly shall not be allowed as assets in any determination
of the financial condition of an insurer:

(1) Goodwill, except in accordance with regulations
prescribed by the commissioner, trade names, agency plants
and other like intangible assets.

(2) Prepaid or deferred charges for expenses and
commissions paid by the insurer.

(3) Advances to officers (other than policy loans or
loans made pursuant to RCW 48.07.130), whether secured or
not, and advances to employees, agents and other persons on
personal security only.

(4) Stock of such insurer, owned by it, or any equity
therein or loans secured thereby, or any proportionate
interest in such stock through the ownership by such insurer
of an interest in another firm, corporation or business unit.
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(5) Furniture, furnishings, fixtures, safes, equipment,
vehicles, library, stationery, literature, and supplies; except,
electronic and mechanical machines authorized by subsection
(11) of RCW 48.12.010, or such personal property as the
insurer is permitted to hold pursuant to paragraph (e) of
subsection (2) of RCW 48.13.160, or which is acquired
through foreclosure of chattel mortgages acquired pursuant
to RCW 48.13.150, or which is reasonably necessary for the
maintenance and operation of real estate lawfully acquired
and held by the insurer other than real estate used by it for
home office, branch office, and similar purposes.

(6) The amount, if any, by which the aggregate book
value of investments as carried in the ledger assets of the
insurer exceeds the aggregate value thereof as determined
under this code. [1982 c 218 § 1; 1963 ¢ 195 § 12; 1947 ¢
79 § .12.02; Rem. Supp. 1947 § 45.12.02.]

Severability—1982 c 218: "If any provision of this amendatory act
or its application to any person or circumstance is held invalid, the

remainder of the act or the application of the provision to other persons or
circumstances is not affected.” [1982 c 218 § 7.]

48.12.030 Liabilities. In any determination of the
financial condition of an insurer, liabilities to be charged
against its assets shall include:

(1) The amount of its capital stock outstanding, if any;
and

(2) The amount, estimated consistent with the provisions
of this chapter, necessary to pay all of its unpaid losses and
claims incurred on or prior to the date of statement, whether
reported or unreported, together with the expense of adjust-
ment or settlement thereof; and

(3) With reference to life and disability insurance, and
annuity contracts,

(a) the amount of reserves on life insurance policies and
annuity contracts in force (including disability benefits for
both active and disabled lives, and accidental death benefits,
in or supplementary thereto) and disability insurance, valued
according to the tables of mortality, tables of morbidity, rates
‘of interest, and methods adopted pursuant to this chapter
. which are applicable thereto; and

(b) any additional reserves which may be required by
the commissioner, consistent with practice formulated or
approved by the National Association of Insurance Commis-
sioners, on account of such insurances; and

(4) With reference to insurances other than those speci-
fied in subdivision (3) of this section, and other than title in-
surance, the amount of reserves equal to the unearned
portions of the gross premiums charged on policies in force,
computed in accordance with this chapter; and

(5) Taxes, expenses, and other obligations accrued at the
date of the statement; and

(6) Any additional reserve set up by the insurer for a
specific liability purpose or required by the commissioner
consistent with practices adopted or approved by the Nation-
al Association of Insurance Commissioners. [1973 1st ex.s.
c162§1;1947c 79§ .12.03; Rem. Supp. 1947 §
45.12.03.]

48.12.040 Unearned premium reserve, property,
casualty, and surety insurance. (1) With reference to
insurances against loss or damage to property, except as pro-
vided in RCW 48.12.050, and with reference to all general
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casualty insurances, and surety insurances, every insurer
shall maintain an unearned premium reserve on all policies
in force.

(2) The commissioner may require that such reserve
shall be equal to the unearned portions of the gross premi-
ums in force after deducting authorized reinsurance, as
computed on each respective risk from the policy’s date of
issue. If the commissioner does not so require, the portions
of the gross premiums in force, less authorized reinsurance,
to be held as a premium reserve, shall be computed ac-
cording to the following table:

Reserve for
unearned premium

Term for which policy
was written

One year,orless ............... 1/2
Twoyears .................. First year 3/4
Second year 1/4
Three years . .................. First year 5/6
Second year 1/2
Third year 1/6
Fouryears .................... First year 7/8
Second year 5/8
Third year 3/8
Fourth year 1/8
Fiveyears .. .................. First year 9/10
Second year 7/10
Third year 1/2
Fourth year 3/10
Fifth year  1/10
Over fiveyears ................ Pro rata

(3) In lieu of computation according to such table, all of
such reserves may be computed, at the insurer’s option, on
a monthly pro rata basis.

(4) After adopting any one of the methods for comput-
ing such reserve an insurer shall not change methods without
the commissioner’s approval.

(5) If, for certain policies, the insurer’s exposure to loss
is uneven over the policy term, the commissioner may grant
permission to the insurer to use a different method of
calculating the unearned premium reserve on those certain
policies. [1995 ¢ 35 § 1; 1973 Istex.s. c 162 § 2; 1947 ¢
79 § .12.04; Rem. Supp. 1947 § 45.12.04.]

48.12.050 Unearned premium reserve, marine and
transportation insurance. With reference to marine and
transportation insurances, premiums on trip risks not termi-
nated shall be deemed unearned and the commissioner may
require the insurer to carry a reserve thereon equal to one
hundred percent on trip risks written during the month ended
as of the date of statement; and computed upon a pro rata
basis or, with the commissioner’s consent, in accordance
with the alternative methods provided in RCW 48.12.040 for
all other risks. [1947 ¢ 79 § .12.05; Rem. Supp. 1947 §
45.12.05.]

48.12.060 Reserve—Disability insurance. For all
disability insurance policies the insurer shall maintain an
active life reserve which shall place a sound value on its
liabilities under such policies and be not less than the reserve
according to appropriate standards set forth in regulations
issued by the commissioner and, in no event, less in the
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aggregate than the pro rata gross unearned premiums for
such policies. [1973 st ex.s.c 162 § 3; 1947 c 79 § .12.06;
Rem. Supp. 1947 § 45.12.06.]

48.12.070 Loss records. An insurer shall maintain a
complete and itemized record showing all losses and claims
as to which it has received notice, including with regard to
property, casualty, surety, and marine and transportation
insurances, all notices received of the occurrence of any
event which may result in a loss. [1947 ¢ 79 § .12.07; Rem.
Supp. 1947 § 45.12.07.]

48.12.080 Increased reserves. (1) If the commission-
er determines that an insurer’s unearned premium reserves,
however computed, are inadequate, he may require the
insurer to compute such reserves or any part thereof ac-
cording to such other method or methods as are prescribed
in this chapter.

(2) If the loss experience of an insurer shows that its
loss reserves, however estimated, are inadequate, the
commissioner shall require the insurer to maintain loss
reserves in such increased amount as is needed to make them
adequate. [1947 ¢ 79 § .12.08; Rem. Supp. 1947 §
45.12.08.]

48.12.090 Loss reserves—Liability insurance. The
reserves for outstanding losses and loss expenses under
policies of personal injury liability insurance and under
policies of employer’s liability insurance shall be computed
as follows:

(1) The reserves for outstanding losses and loss expens-
es under policies of personal injury liability insurance and
under policies of employer’s liability insurance shall be
computed in accordance with accepted loss-reserving stan-
dards and principles and shall make a reasonable provision
for all unpaid loss and loss expense obligations of the insurer
under the terms of such policies.

(2) Reserves under liability policies written during the
three years immediately preceding the date of determination
shall include any additional reserves required by the annual
statement instructions of the national association of insurance
commissioners. [1995 ¢ 35 § 2; 1947 ¢ 79 § .12.09; Rem.
Supp. 1947 § 45.12.09.]

48.12.100 Unallocated liability loss expense. Subject
to any restrictions contained in the annual statement instruc-
tions or accounting practices and procedures manuals of the
national association of insurance commissioners, all
unallocated liability loss expense payments shall be distribut-
ed as follows:

(1) All payments associated with particular claims shall
be distributed to the year in which the claim was covered,
and

(2) All other payments shall be distributed by year in a
reasonable manner. [1995c¢ 35 § 3; 1947 c 79 § .12.10;
Rem. Supp. 1947 § 45.12.10.]

48.12.110 Schedule of experience. Any insurer
“transacting any liability or workers’ compensation insurances
shall include in its annual statement filed with the commis-
sioner, a schedule of its experience thereunder in such form
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as the commissioner may prescribe. [1987 ¢ 185 § 19; 1947
¢ 79 § .12.11; Rem. Supp. 1947 § 45.12.11.]

Intent—Severability—1987 c 185: See notes following RCW
51.12.130.

48.12.120 Loss reserve—Workers’ compensation
insurance. The loss reserve for workers’ compensation
insurance shall be as follows:

(1) For all compensation claims under policies of
compensation insurance written more than three years prior
to the date of determination, the loss reserve shall be not less
than the present values at four percent interest of the
determined and the estimated future payments.

(2) For all compensation claims under policies of
compensation insurance written in the three years immediate-
ly preceding the date of determination, the loss reserve shall
be not less than the present value at three and one-half
percent interest of the determined and the estimated future
payments, and shall include any additional reserves required
by the annual statement instructions of the national associa-
tion of insurance commissioners. [1995 ¢ 35 § 4; 1987 ¢
185 § 20; 1947 ¢ 79 § .12.12; Rem. Supp. 1947 § 45.12.12.]

Intent—Severability—1987 c 185: See notes following RCW
51.12.130.

48.12.130 Unallocated workers’ compensation loss
expense. Subject to any restrictions contained in the annual
statement instructions or accounting practices and procedures
manuals of the national association of insurance commission-
ers, all unallocated workers’ compensation loss expense
payments shall be distributed as follows:

(1) All payments associated with particular claims shall
be distributed to the year in which the claim was covered,;
and

(2) All other payments shall be distributed by year in a
reasonable manner. [1995c¢ 35§ 5; 1987 c 185 § 21; 1947
c 79 § .12.13; Rem. Supp. 1947 § 45.12.13.]

Intent—Severability—1987 c 185: See notes following RCW
51.12.130.

48.12.140 'Loss payments,' "loss expense'' defined.
"Loss payments" and "loss expense payments" as used with
reference to liability and workers’ compensation insurances
shall include all payments to claimants, payments for
medical and surgical attendance, legal expenses, salaries and
expenses of investigators, adjusters and claims field men,
rents, stationery, telegraph and telephone charges, postage,
salaries and expenses of office employees, home office
expenses and all other payments made on account of claims,
whether such payments are allocated to specific claims or are
unallocated. [1987 c 185 § 22; 1947 c 79 § .12.14; Rem.
Supp. 1947 § 45.12.14.]

Intent—Severability—1987 c 185: See notes following RCW
51.12.130.

48.12.160 Credit for reinsurance. (Effective until
January 1, 1997.) (1) Any insurance company organized
under the laws of this state may take credit as an asset or as
a deduction from loss or claim, unearned premium, or life
policy or contract reserves on risks ceded to a reinsurer to
the extent reinsured by an insurer or insurers holding a
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certificate of authority to transact that kind of business in
this state. The credit on ceded risks reinsured by any insurer
which is not authorized to transact business in this state may
be taken:

(a) Where the reinsurer is a group including incorporat-
ed and unincorporated underwriters, and the group maintains
a trust fund in a United States bank that is determined by the
national association of insurance commissioners to meet
credit standards for issuing letters of credit in connection
with reinsurance, which trust fund must be in an amount
equal to the group’s liabilities attributable to business written
in the United States, and in addition, the group shall main-
tain a trusteed surplus of which one hundred million dollars
shall be held jointly and exclusively for the benefit of United
States ceding insurers of any member of the group; the
incorporated members of the group shall not be engaged in
any business other than underwriting as a member of the
group and shall be subject to the same level of solvency
regulation and control by the group’s domiciliary regulator
as are the unincorporated members; and the group shall
make available to the commissioner an annual certification
of the solvency of each underwriter by the group’s domicili-
ary regulator and its independent public accountants; or

(b) In an amount not exceeding:

(i) The amount of deposits by and funds withheld from
the assuming insurer pursuant to express provision therefor
in the reinsurance contract, as security for the payment of
the obligations thereunder, if the deposits or funds are assets
of the types and amounts that are authorized under chapter
48.13 RCW and are held subject to withdrawal by and under
the control of the ceding insurer or if the deposits or funds
are placed in trust for these purposes in a bank which is a
member of the federal reserve system and withdrawals from
the trust cannot be made without the consent of the ceding
company; or

(ii) The amount of a clean, irrevocable, and uncondition-
al letter of credit issued by a United States bank that is
determined by the national association of insurance commis-
sioners to meet credit standards for issuing letters of credit
in connection with reinsurance, and issued for a term of at
least one year with provisions that it must be renewed unless
the bank gives notice of nonrenewal at least thirty days
before the expiration issued under arrangements satisfactory
to the commissioner of insurance as constituting security to
the ceding insurer substantially equal to that of a deposit
under (b)(i) of this subsection.

(2) Any reinsurance ceded by a company organized
under the laws of this state or ceded by any company not
organized under the laws of this state and transacting busi-
ness in this state must be payable by the assuming insurer on
the basis of liability of the ceding company under the
contract or contracts reinsured without diminution because of
the insolvency of the ceding company, and any such rein-
surance agreement which may be canceled on less than
ninety days notice must provide for a run-off of the reinsur-
ance in force at the date of cancellation.

(3) A reinsurance agreement may provide that the
liquidator or receiver or statutory successor of an insolvent
ceding insurer shall give written notice of the pendency of
a claim against the insolvent ceding insurer on the policy or
bond reinsured within a reasonable time after such claim is
filed in the insolvency proceeding and that during the
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pendency of such claim any assuming insurer may investi-
gate such claim and interpose, at its own expense, in the
proceeding where such claim is to be adjudicated, any
defense or defenses which it may deem available to the
ceding insurer or its liquidator or receiver or statutory
SUCCessor.

The expense thus incurred by the assuming insurer shall
be chargeable subject to court approval against the insolvent
ceding insurer as a part of the expense of liquidation to the
extent of a proportionate share of the benefit which may
accrue to the ceding insurer solely as a result of the defense
undertaken by the assuming insurer.

(4) Where two or more assuming insurers are involved
in the same claim and a majority in interest elect to interpose
to such claim, the expense shall be apportioned in accor-
dance with the terms of the reinsurance agreement as though
such expense had been incurred by the ceding insurer.
[1994 ¢ 86 § 1; 1993 c 91 § 2; 1977 ex.s. ¢ 180 § 3; 1947
¢ 79 § .12.16; Rem. Supp. 1947 § 45.12.16.]

Effective date—1994 ¢ 86: "This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state

government and its existing public institutions, and shall take effect
immediately [March 23, 1994]." [1994 c 86 § 3.]

48.12.160 Credit for reinsurance. (Effective Janu-
ary 1, 1997.) (1) Any insurance company organized under
the laws of this state may take credit as an asset or as a
deduction from loss or claim, unearned premium, or life
policy or contract reserves on risks ceded to a reinsurer to
the extent reinsured by an insurer or insurers holding a
certificate of authority to transact that kind of business in
this state. The credit on ceded risks reinsured by any insurer
which is not authorized to transact business in this state may
be taken:

(a) Where the reinsurer is a group including incorporat-
ed and unincorporated underwriters, and the group maintains
a trust fund in a United States bank that is determined by the
national association of insurance commissioners to meet
credit standards for issuing letters of credit in connection
with reinsurance, which trust fund must be in an amount
equal to the group’s liabilities attributable to business written
in the United States, and in addition, the group shall main-
tain a trusteed surplus of which one hundred million dollars
shall be held jointly and exclusively for the benefit of United
States ceding insurers of any member of the group; the
incorporated members of the group shall not be engaged in
any business other than underwriting as a member of the
group and shall be subject to the same level of solvency
regulation and control by the group’s domiciliary regulator
as are the unincorporated members; and the group shall
make available to the commissioner an annual certification
of the solvency of each underwriter by the group’s domicili-
ary regulator and its independent public accountants;

(b) Where the reinsurer does not meet the definition of
(a) of this subsection, the reinsurer maintains a trust fund in
a United States bank that is determined by the national
association of insurance commissioners to meet credit
standards for issuing letters of credit in connection with
reinsurance, which trust fund must be in an amount equal to
the reinsurer’s liabilities attributable to reinsurance ceded by
United States domiciled insurers, and in addition, the
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assuming insurer shall maintain a trusteed surplus of not less
than twenty million dollars; or

(c) In an amount not exceeding:

(i) The amount of deposits by and funds withheld from
the assuming insurer pursuant to express provision therefor
in the reinsurance contract, as security for the payment of
the obligations thereunder, if the deposits or funds are assets
of the types and amounts that are authorized under chapter
48.13 RCW and are held subject to withdrawal by and under
the control of the ceding insurer or if the deposits or funds
are placed in trust for these purposes in a bank which is a
member of the federal reserve system and withdrawals from
the trust cannot be made without the consent of the ceding
company; or

(ii) The amount of a clean, irrevocable, and uncondition-
al letter of credit issued by a United States bank that is
determined by the national association of insurance commis-
sioners to meet credit standards for issuing letters of credit
in connection with reinsurance, and issued for a term of at
least one year with provisions that it must be renewed unless
the bank gives notice of nonrenewal at least thirty days
before the expiration issued under arrangements satisfactory
to the commissioner of insurance as constituting security to
the ceding insurer substantially equal to that of a deposit
under (c)(i) of this subsection.

(2) Any reinsurance ceded by a company organized
under the laws of this state or ceded by any company not
organized under the laws of this state and transacting busi-
ness in this state must be payable by the assuming insurer on
the basis of liability of the ceding company under the
contract or contracts reinsured without diminution because of
the insolvency of the ceding company, and any such rein-
surance agreement which may be canceled on less than
ninety days notice must provide for a run-off of the reinsur-
ance in force at the date of cancellation.

(3) A reinsurance agreement may provide that the
liquidator or receiver or statutory successor of an insolvent
ceding insurer shall give written notice of the pendency of
a claim against the insolvent ceding insurer on the policy or
bond reinsured within a reasonable time after such claim is
filed in the insolvency proceeding and that during the
pendency of such claim any assuming insurer may investi-
gate such claim and interpose, at its own expense, in the
proceeding where such claim is to be adjudicated, any
defense or defenses which it may deem available to the
ceding insurer or its liquidator or receiver or statutory
SUCCESSOT.

The expense thus incurred by the assuming insurer shall
be chargeable subject to court approval against the insolvent
ceding insurer as a part of the expense of liquidation to the
extent of a proportionate share of the benefit which may
accrue to the ceding insurer solely as a result of the defense
undertaken by the assuming insurer.

(4) Where two or more assuming insurers are involved
in the same claim and a majority in interest elect to interpose
to such claim, the expense shall be apportioned in accor-
dance with the terms of the reinsurance agreement as though
such expense had been incurred by the ceding insurer.
[1996 ¢ 297 § 1; 1994 c 86 § 1; 1993 ¢ 91 § 2; 1977 ex.s.
c 180§ 3;1947c 79§ .12.16; Rem. Supp. 1947 §
45.12.16.]
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Rules to implement—1996 ¢ 297: "The insurance commissioner
shall adopt rules to implement and administer the amendatory changes made
by section 1, chapter 297, Laws of 1996." [1996 c 297 § 2.]

Effective dates—1996 ¢ 297: "(1) Sections 2 and 3 of this act are
necessary for the immediate preservation of the public peace, health, or
safety, or support of the state government and its existing public institutions,
and shall take effect immediately (March 30, 1996].

(2) Section 1 of this act shall take effect January 1, 1997." [1996 c
297 § 4.]

Effective date—1994 c 86: "Thisactis necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect
immediately [March 23, 1994]." [1994 c 86 § 3.]

48.12.170 Valuation of bonds. (1) All bonds or other
evidences of debt having a fixed term and rate held by any
insurer may, if amply secured and not in default as to
principal or interest, be valued as follows:

(a) If purchased at par, at the par value.

(b) If purchased above or below par, on the basis of the
purchase price adjusted so as to bring the value to par at the
earliest date callable at par or maturing at par and so as to
yield in the meantime the effective rate of interest at which
the purchase was made; or in lieu of such method, according
to such accepted method of valuation as is approved by the
commissioner.

(c) Purchase price shall in no case be taken at a higher
figure than the actual market value at the time of purchase.

(d) Unless otherwise provided by a valuation established
or approved by the National Association of Insurance
Commissioners, no such security shall be carried at above
call price for the entire issue during any period within which
the security may be so called.

(2) Such securities not amply secured or in default as to
principal or interest shall be carried at market value.

(3) The commissioner shall have full discretion in
determining the method of calculating values according to
the rules set forth in this section, and not inconsistent with
any such methods then currently formulated or approved by
the National Association of Insurance Commissioners. [1947
¢ 79 § .12.17; Rem. Supp. 1947 § 45.12.17.]

48.12.180 Valuation of stocks. (1) Securities, other
than those referred to in RCW 48.12.170, held by an insurer
shall be valued, in the discretion of the commissioner, at
their market value, or at their appraised value, or at prices
determined by him or her as representing their fair market
value.

(2) Preferred or guaranteed stocks or shares while
paying full dividends may be carried at a fixed value in lieu
of market value, at the discretion of the commissioner and
in accordance with such method of computation as he or she
may approve.

(3) The stock of a subsidiary of an insurer shall be
valued on the basis of the greater of (a) the value of only
such of the assets of such subsidiary as would constitute
lawful investments for the insurer if acquired or held directly
by the insurer or (b) such other value determined pursuant to
rules and cumulative limitations which shall be promulgated
by the commissioner to effectuate the purposes of this
chapter.

(4) The commissioner has full discretion in determining
the method of calculating values according to the rules set
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forth in this section, and consistent with such methods as
then adopted by the National Association of Insurance
Commissioners. [1993 ¢ 462 § 54; 1973 ¢c 151 § 1; 1947 ¢
79 § .12.18; Rem. Supp. 1947 § 45.12.18.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

48.12.190 Valuation of property. (1) Real property
acquired pursuant to a mortgage loan or a contract for a
deed, in the absence of a recent appraisal deemed by the
commissioner to be reliable, shall not be valued at an
amount greater than the unpaid principal of the defaulted
loan or contract at the date of such acquisition, together with
any taxes and expenses paid or incurred in connection with
such acquisition, and the cost of improvements thereafter
made by the insurer and any amounts thereafter paid by the
insurer on assessments levied for improvements in connec-
tion with the property.

(2) Other real property held by an insurer shall not be
valued at any amount in excess of fair value, less reasonable
depreciation based on the estimated life of the improve-
ments.

(3) Personal property acquired pursuant to chattel
mortgages made under RCW 48.13.150 shall not be valued
at an amount greater than the unpaid balance of principal on
the defaulted loan at date of acquisition together with taxes
and expenses incurred in connection with such acquisition,
or the fair value of such property, whichever amount is the
lesser.

(4) The commissioner has full discretion in determining
the method of calculating values according to the rules set
forth in this section, and consistent with such methods as
then adopted by the National Association of Insurance
Commissioners. [1993 ¢ 462 § 55; 1967 ex.s. ¢ 95 § 10;
1947 c 79 § .12.19; Rem. Supp. 1947 § 45.12.19.]

Severability—Implementation—1993 ¢ 462: See RCW 48.31B.901
and 48.31B.902.

48.12.200 Valuation of purchase money mortgages.
(1) Purchase money mortgages shall be valued in an amount
not exceeding the acquisition cost of the real property
covered thereby or ninety percent of the fair value of such
real property, whichever is less.

(2) The commissioner has full discretion in determining
the method of calculating values according to the rules set
forth in this section, and consistent with such methods as
then adopted by the National Association of Insurance
Commissioners. [1993 ¢ 462 § 56; 1947 ¢ 79 § .12.20;
Rem. Supp. 1947 § 45.12.20.]

Severability—Implementation—1993 c 462: See RCW 4831B.901
and 48.31B.902.

Chapter 48.13
INVESTMENTS

Sections

48.13.010 Scope of chapter—Eligible investments.
48.13.020 General qualifications.

48.13.030 Limitation on securities of one entity.
48.13.040 Public obligations.

48.13.050 Corporate obligations.

48.13.060 Terms defined.
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48.13.070
48.13.080
48.13.090
48.13.100
48.13.110
48.13.120
48.13.125

Securities of merged or reorganized institutions.

Preferred or guaranteed stocks.

Trustees’ or receivers’ obligations.

Equipment trust certificates.

Mortgages, deeds of trust, mortgage bonds, notes, contracts.

Investments limited by property value.

Mortgage loans on one family dwellings—Limitation on
amortization.

48.13.130 "Encumbrance” defined.

48.13.140  Appraisal of property—Insurance—Limit of loan.
48.13.150  Auxiliary chattel mortgages.

48.13.160 Real property owned—Home office building.

48.13.170
48.13.180

Disposal of real property—Time limit.
Foreign securities.

48.13.190 Policy loans.

48.13.200 Savings and share accounts.

48.13.210 Insurance stocks.

48.13.220 Common stocks—Investment—Acquisition—Engaging in

certain businesses.

Collateral loans.

Miscellaneous investments.

Special consent investments.

Required investments for capital and reserves.

Investments secured by real estate—Amount restricted.

Prohibited investments.

Acquisition of medium and lower grade obligations—
Definitions—Limitations—Rules.

Obligations rated by the securities valuation office.

Securities underwriting, agreements to withhold or repur-
chase, prohibited.

Disposal of ineligible property or securities.

Authorization of investments.

48.13.350 Record of investments.

48.13.360 Investments of foreign and alien insurers.

Valuation of investments: RCW 48.12.170 through 48.12.200.

48.13.230
48.13.240
48.13.250
48.13.260
48.13.265
48.13.270
48.13.273

48.13.275
48.13.280

48.13.290
48.13.340

48.13.010 Scope of chapter—Eligible investments.
(1) Investments of domestic insurers shall be eligible to be
held as assets only as prescribed in this chapter.

(2) Any particular investment of a domestic insurer held
by it on the effective date of this code and which was a legal
investment immediately prior thereto, shall be deemed a
legal investment hereunder.

(3) The eligibility of an investment shall be determined
as of the date of its making or acquisition.

(4) Except as to RCW 48.13.360, this chapter applies
only to domestic insurers. [1973 ¢ 151 § 2; 1947 c 79 §
.13.01; Rem. Supp. 1947 § 45.13.01.]

48.13.020 General qualifications. (1) No security or
other investment shall be eligible for purchase or acquisition
under this chapter unless it is interest bearing or interest
accruing or dividend or income paying, is not then in default
in any respect, and the insurer is entitled to receive for its
exclusive account and benefit, the interest or income accru- -
ing thereon; except, o

(a) that an insurer may acquire real property as provided
in RCW 48.13.160, and

(b) that this section shall not prevent participation by an
insurer in a mortgage loan if the insurer, either individually
or jointly with other lenders, holds a senior participation in
such mortgage or deed of trust giving it substantially the
rights of a first mortgagee as to its interest in that loan.

(2) No security shall be eligible for purchase at a price
above its market value except voting stock of a corporation
being acquired as a subsidiary.
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(3) No provision of this chapter shall prohibit the
acquisition by an insurer of other or additional securities or
property if received as a dividend or as a lawful distribution
of assets, or if acquired pursuant to a lawful and bona fide
agreement of bulk reinsurance or consolidation. Any
investments so acquired through bulk reinsurance or consoli-
dation, which are not otherwise eligible under this chapter,
shall be disposed of pursuant to RCW 48.13.290 if personal
property or securities, or pursuant to RCW 48.13.170 if real
property. [1983 Ist ex.s. ¢ 32 § 2; 1982 ¢ 218 § 2; 1967
ex.s.c 95 § 11; 1947 ¢ 79 § .13.02; Rem. Supp. 1947 §
45.13.02.]

Severability—1982 c 218: See note following RCW 48.12.020.

48.13.030 Limitation on securities of one entity.
Except as set forth in RCW 48.13.273, an insurer shall not,
except with the consent of the commissioner, have at any
time any combination of investments in or loans upon the
security of the obligations, property, and securities of any
one person, institution, or municipal corporation aggregating
an amount exceeding four percent of the insurer’s assets.
This section shall not apply to investments in, or loans upon
the security of general obligations of the government of the
United States or of any state of the United States, nor to
investments in foreign securities pursuant to subsection (1)
of RCW 48.13.180, nor include policy loans made pursuant
to RCW 48.13.190. [1993 c 92 § 1; 1947 ¢ 79 § .13.03;
Rem. Supp. 1947 § 45.13.03.]

48.13.040 Public obligations. An insurer may invest
any of its funds in bonds or other evidences of debt, not in
default as to principal or interest, which are valid and legally
authorized obligations issued, assumed or guaranteed by the
United States or by any state thereof or by any territory or
possession of the United States or by the District of Colum-
bia or by any county, city, town, village, municipality or
district therein or by any political subdivision thereof or by
any civil division or public instrumentality of one or more of
the foregoing, if, by statutory or other legal requirements
applicable thereto, such obligations are payable, as to both
principal and interest, (1) from taxes levied or required to be
levied upon all taxable property or all taxable income within
the jurisdiction of such governmental unit or, (2) from
adequate special revenues pledged or otherwise appropriated
or by law required to be provided for the purpose of such
payment, but not including any obligation payable solely out
of special assessments on properties benefited by local
improvements unless adequate security is evidenced by the
ratio of assessment to the value of the property or the
obligation is additionally secured by an adequate guaranty
fund required by law. [1947 ¢ 79 § .13.04; Rem. Supp.
1947 § 45.13.04.]

48.13.050 Corporate obligations. Except as set forth
in RCW 48.13.273, an insurer may invest any of its funds in
obligations other than those eligible for investment under
RCW 48.13.110 if they are issued, assumed, or guaranteed
by any solvent institution created or existing under the laws
of the United States or of any state, district or territory there-
of, and are qualified under any of the following:

(1996 Ed.)

48.13.020

(1) Obligations which are secured by adequate collateral
security and bear fixed interest if during each of any three,
including the last two, of the five fiscal years next preceding
the date of acquisition by the insurer, the net earnings of the
issuing, assuming or guaranteeing institution available for its
fixed charges, as defined in RCW 48.13.060, have been not
less than one and one-fourth times the total of its fixed
charges for such year. In determining the adequacy of
collateral security, not more than one-third of the total value
of such required collateral shall consist of stock other than
stock meeting the requirements of RCW 48.13.080.

(2) Fixed interest bearing obligations, other than those
described in subdivision (1) of this section, if the net
eamnings of the issuing, assuming or guaranteeing institution
available for its fixed charges for a period of five fiscal
years next preceding the date of acquisition by the insurer
have averaged per year not less than one and one-half times
its average annual fixed charges applicable to such period
and if during the last year of such period such net earnings
have been not less than one and one-half times its fixed
charges for such year.

(3) Adjustment, income or other contingent interest
obligations if the net earnings of the issuing, assuming or
guaranteeing institution available for its fixed charges for a
period of five fiscal years next preceding the date of acquisi-
tion by the insurer have averaged per year not less than one
and one-half times the sum of its average annual fixed
charges and its average annual maximum contingent interest
applicable to such period and if during each of the last two
years of such period such net earnings have been not less
than one and one-half times the sum of its fixed charges and
maximum contingent interest for such year. [1993¢c92 § 2;
1947 ¢ 79 § .13.05; Rem. Supp. 1947 § 45.13.05.]

48.13.060 Terms defined. (1) Certain terms used are
defined for the purposes of this chapter as follows:

(a) "Obligation" includes bonds, debentures, notes or
other evidences of indebtedness.

(b) "Net earnings available for fixed charges" means net
income after deducting operating and maintenance expenses,
taxes other than federal and state income taxes, depreciation
and depletion, but excluding extraordinary nonrecurring
items of income or expense appearing in the regular financial
statements of such institution.

(c) "Fixed charges" includes interest on funded and
unfunded debt, amortization of debt discount, and rentals for
leased properties.

(d) "Admitted assets" means the amount as of the last
day of the most recently concluded annual statement year,
computed in the same manner as "assets" in RCW 48.12.010.

(e) "Aggregate amount” of medium grade and lower
grade obligations means the aggregate statutory statement
value of those obligations thereof.

(f) "Institution"” means a corporation, a joint stock
company, an association, a trust, a business partnership, a
business joint venture, or similar entity.

(2) If net earnings are determined in reliance upon
consolidated earnings statements of parent and subsidiary
institutions, such net earnings shall be determined after
provision for income taxes of subsidiaries and after proper
allowance for minority stock interest, if any; and the
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required coverage of fixed charges shall be computed on a
basis including fixed charges and preferred dividends of
subsidiaries other than those payable by such subsidiaries to
the parent corporation or to any other of such subsidiaries,
except that if the minority common stock interest in the
subsidiary corporation is substantial, the fixed charges and
preferred dividends may be apportioned in accordance with
regulations prescribed by the commissioner. [1993 ¢ 92 § 3;
1947 ¢ 79 § .13.06; Rem. Supp. 1947 § 45.13.06.]

48.13.070 Securities of merged or reorganized
institutions. In applying the earnings test set forth in RCW
48.13.060 to any such institution, whether or not in legal
existence during the whole of such five years next preceding
the date of investment by the insurer, which has at any time
during the five-year period acquired substantially all of the
assets of any other institution or institutions by purchase,
merger, consolidation or otherwise, or has been reorganized
pursuant to the bankruptcy law, the eamnings of the predeces-
sor or constituent institutions, or of the institution so reorga-
nized, available for interest and dividends for such portion
of the five-year period as may have preceded such acquisi-
tion, or such reorganization, may be included in the earnings
of such issuing, assuming or guaranteeing institution for such
portion of such period as may be determined in accordance
with adjusted or pro forma consolidated earnings statements
covering such portion of such period and giving effect to all
stock or shares outstanding, and all fixed charges existing,
immediately after such acquisition, or such reorganization.
(1947 ¢ 79 § .13.07; Rem. Supp. 1947 § 45.13.07.]

48.13.080 Preferred or guaranteed stocks. (1) An
insurer may invest any of its funds, in an aggregate amount
not exceeding ten percent of its assets, if a life insurer, or
not exceeding fifteen percent of such assets if other than a
life insurer, in preferred or guaranteed stocks or shares, other
than common stocks, of solvent institutions existing under
the laws of the United States or of any state, district or
territory thereof, if all of the prior obligations and prior
preferred stocks, if any, of such institution at the date of
acquisition by the insurer are eligible as investments under
this chapter; and if qualified under either of the following:

(a) Preferred stocks or shares shall be deemed qualified
if both these requirements are met:

(i) The net earnings of the institution available for its
fixed charges for a period of five fiscal years next preceding
the date of acquisition by the insurer must have averaged per
year not less than one and one-half times the sum of its
average annual fixed charges, if any, its average annual
maximum contingent interest, if any, and its average annual
preferred dividend requirements applicable to such period;
and

(ii) during each of the last two years of such period
such net earnings must have been not less than one and one-
half times the sum of its fixed charges, contingent interest
and preferred dividend requirements for such year. The term
"preferred dividend requirements" shall be deemed to mean
cumulative or noncumulative dividends whether paid or not.

(b) Guaranteed stocks or shares shall be deemed
qualified if the assuming or guaranteeing institution meets
the requirements of subdivision (1) of RCW 48.13.050,
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construed so as to include as a fixed charge the amount of
guaranteed dividends of such issue or the rental covering the
guarantee of such dividends.

(2) An insurer shall not invest in or loan upon any
preferred stock having voting rights, of any one institution,
in excess of such proportion of the total issued and outstand-
ing preferred stock of such institution having voting rights,
as would, when added to any common shares of such
institution, directly or indirectly held by it, exceed fifteen
percent of all outstanding shares of such institution having
voting rights, nor an amount in excess of the limit provided
by RCW 48.13.030. This limitation shall not apply to such
shares of a corporation which is the subsidiary of an insurer,
and which corporation is engaged exclusively in a kind of
business properly incidental to the insurance business of the
insurer. [1947 ¢ 79 § .13.08; Rem. Supp. 1947 § 45.13.08.]

48.13.090 Trustees’ or receivers’ obligations. An
insurer may invest any of its funds, in an aggregate amount
not exceeding two percent of its assets, in certificates, notes,
or other obligations issued by trustees or receivers of
institutions existing under the laws of the United States or of
any state, district or territory thereof, which, or the assets of
which, are being administered under the direction of any
court having jurisdiction, if such obligation is adequately
secured as to principal and interest. [1947 ¢ 79 § .13.09;
Rem. Supp. 1947 § 45.13.09.]

48.13.100 Equipment trust certificates. An insurer
may invest any of its funds, in an aggregate amount not
exceeding ten percent of its assets, in equipment trust
obligations or certificates which are adequately secured, or
in other adequately secured instruments evidencing an
interest in transportation equipment wholly or in part within
the United States and the right to receive determined
portions of rental, purchase or other fixed obligatory pay-
ments for the use or purchase of such transportation equip-
ment. [1947 ¢ 79 § .13.10; Rem. Supp. 1947 § 45.13.10.]

48.13.110 Mortgages, deeds of trust, mortgage
bonds, notes, contracts. An insurer may invest any of its
funds in:

(1)(a) Bonds or evidences of debt which are secured by
first mortgages or deeds of trust on improved unencumbered
real property located in the United States;

(b) Chattel mortgages in connection therewith pursuant
to RCW 48.13.150;

(c) The equity of the seller of any such property in the
contract for a deed, covering the entire balance due on a
bona fide sale of such property, in amount not to exceed ten
thousand dollars or the amount permissible under RCW
48.13.030, whichever is greater, in any one such contract for
deed.

(2) Purchase money mortgages or like securities
received by it upon the sale or exchange of real property
acquired pursuant to RCW 48.13.160 as amended in *section
7 of this 1969 amendatory act. ,

(3) Bonds or notes secured by mortgage or trust deed
guaranteed or insured by the Federal Housing Administration
under the terms of an act of congress of the United States of
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June 27, 1934, entitled the "National Housing Act," as
amended.

(4) Bonds or notes secured by mortgage or trust deed
guaranteed or insured as to principal in whole or in part by
the Administrator of Veterans’ Affairs pursuant to the
provisions of Title III of an act of congress of the United
States of June 22, 1944, entitled the "Servicemen’s Readjust-
ment Act of 1944," as amended.

(5) Evidences of debt secured by first mortgages or
deeds of trust upon leasehold estates, except agricultural
leaseholds executed pursuant to RCW 79.01.096, running for
a term of not less than fifteen years beyond the maturity of
the loan as made or as extended, in improved real property,
otherwise unencumbered, and if the mortgagee is entitled to
be subrogated to all the rights under the leasehold.

(6) Evidences of debt secured by first mortgages or
deeds of trust upon agricultural leasehold estates executed
pursuant to RCW 79.01.096, otherwise unencumbered, and
if the mortgagee is entitled to be subrogated to all the rights
under the leasehold. [1975 Ist ex.s. c 154 § 1; 1969 ex.s. c
241 § 4, 1947 c 79 § .13.11; Rem. Supp. 1947 § 45.13.11.]

*Reviser’s note: The reference to "section 7 of this 1969 amendatory

act” is to section 7, chapter 241, Laws of 1969 ex. sess., which amended
RCW 48.13.160.

48.13.120 Investments limited by property value.
(1) An investment made pursuant to the provisions of RCW
48.13.110 shall not exceed seventy-five percent of the fair
value of the particular property at the time of investment.
However, if the loan is secured by a first mortgage or other
first lien upon real property improved with a single-family
residential building, the terms of such loan provide for
monthly payments of principal and interest sufficient to
effect full repayment of the loan within the remaining useful
life of the building as estimated in the appraisal for the loan,
or thirty years and two months, whichever is less, the
principal so loaned or the entire note or bond issue so
secured, plus the amount of the liens of any public bond,
assessment, or tax assessed upon the property, may not
exceed eighty percent of the market value of the real
property, or of the real property together with the improve-
ments which are taken as security. This restriction shall not
apply to purchase money mortgages or like securities
received by an insurer upon the sale or exchange of real
property acquired pursuant to RCW 48.13.160.

(2) The extent to which a mortgage loan made under
RCW 48.13.110 (3) or (4) is guaranteed or insured by the
Federal Housing Administration or guaranteed by the
Administrator of Veterans’ Affairs may be deducted before
application of the limitations contained in subsection (1) of
this section. [1993 ¢ 92 § 7, 1969 ex.s. ¢ 241 § 5; 1967 ¢
150 § 11; 1955 ¢ 303 § 1; 1949 ¢ 190 § 16; 1947 ¢ 79 §
.13.12; Rem. Supp. 1949 § 45.13.12.]

48.13.125 Mortgage loans on one family dwellings—
Limitation on amortization. Loans on one family dwell-
ings secured by mortgages or deeds of trust or investments
therein shall be amortized within not more than thirty years
and two months by payments of installments thereon at
regular intervals not less frequent than every three months;
except those guaranteed or insured in whole or in part by the

Federal Housing Administration, the Administrator of -
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Veterans’ Affairs or the Farmers Home Administration.
[1969 ex.s. c 241 § 6; 1967 c 150 § 10.]

48.13.130 "Encumbrance' defined. (1) Real
property shall not be deemed to be encumbered within the
meaning of RCW 48.13.110 by reason of the existence of:

(a) Instruments reserving mineral, oil, timber or similar
rights, rights of way, sewer rights, or rights in walls;

(b) Liens for taxes or assessments not delinquent, or
liens not delinquent for community recreational facilities, or
for the maintenance of community facilities, or for service
and maintenance of water rights;

(c) Building restrictions or other restrictive covenants;

(d) Encroachments, if such encroachments are taken into
consideration in determining the fair value of the property;

(e) A lease under which rents or profits are reserved to
the owner if in any event the security for the loan or
investment is a first lien upon the real property; or

(f) With respect to loans secured by mortgage, deed of
trust, or other collateral guaranteed or insured in full or in
part by the government of the United States, such encum-
brances as are allowed as exceptions in title by the adminis-
trator or administration of the division of such government
SO guaranteeing or insuring.

(2) If under any of the exceptions set forth in subsection
(1) of this section there is any sum owing but not due or
delinquent, the total amount of such sum shall be deducted
from the amount which otherwise might be loaned on the
property. The value of any mineral, oil, timber or similar
right reserved shall not be included in the fair value of the
property. [1955 ¢ 303 § 2; 1947 ¢ 79 § .13.13; Rem. Supp.
1947 § 45.13.13.]

48.13.140 Appraisal of property—Insurance—Limit
of loan. (1) The fair value of property shall be determined
by appraisal by a competent appraiser at the time of the
acquisition of real property or of the making or acquiring of
a mortgage loan or investing in a contract for the deed
thereon; except, that as to bonds or notes secured by
mortgage or trust deed guaranteed or insured by the Federal
Housing Administration, or guaranteed or insured as to
principal in full or in part by the Administrator of Veterans’
Affairs, or guaranteed or insured by the Farmers Home
Administration, the valuation made by such administration or
administrator shall be deemed to have been made by a
competent appraiser for the purposes of this subsection.

(2) Buildings and other improvements located on
mortgaged premises shall be kept insured for the benefit of
the mortgagee against loss or damage from fire in an amount
not less than the unpaid balance of the obligation, or the
insurable value of the property, whichever is the lesser.

(3) An insurer shall not make or acquire a loan or loans
upon the security of any one parcel of real property in
aggregate amount in excess of twenty-five thousand dollars
or more than the amount permissible under RCW 48.13.030,
whichever is the greater. [1967 ex.s. ¢ 95 § 12; 1955 c 303
§ 3; 1947 ¢ 79 § .13.14; Rem. Supp. 1947 § 45.13.14.]

48.13.150 Auxiliary chattel mortgages. (1) In
connection with a mortgage loan on the security of real
property designed and used primarily for residential purposes
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only, acquired pursuant to RCW 48.13.110, an insurer may
loan or invest an amount not exceeding twenty percent of the
amount loaned on or invested in such real property mort-
gage, on the security of a chattel mortgage for a term of not
more than five years representing a first and prior lien,
except for taxes not then delinquent, on personal property
constituting durable equipment owned by the mortgagor and
kept and used in the mortgaged premises.

(2) The term "durable equipment" shall include only
mechanical refrigerators, mechanical laundering machines,
heating and cooking stoves and ranges, mechanical kitchen
aids, vacuum cleaners, and fire extinguishing devices; and in
addition in the case of apartment houses and hotels, room
furniture and furnishings.

(3) Prior to acquisition of a chattel mortgage, items of
property to be included shall be separately appraised by a
competent appraiser and the fair market value thereof
determined. No such chattel mortgage loan shall exceed in
amount the same ratio of loan to the value of the property as
is applicable to the companion loan on the real property.
[1947 ¢ 79 § .13.15; Rem. Supp. 1947 § 45.13.15.]

48.13.160 Real property owned—Home office
building. (1) An insurer may own and invest or have
invested in its home office and branch office buildings any
of its funds in aggregate amount not to exceed ten percent of
its assets unless approved by the commissioner, or if a
mutual or reciprocal insurer not to exceed ten percent of its
assets nor such amount as would reduce its surplus, exclu-
sive of such investment, below fifty thousand dollars unless
approved by the commissioner.

(2) An insurer may own real property acquired in
satisfaction or on account of loans, mortgages, liens, judg-
ments, or other debts previously owing to the insurer in the
course of its business.

(3) An insurer may invest or have invested in aggregate
amount not exceeding three percent of its assets in the
following real property, and in the repair, alteration, furnish-
ing, or improvement thereof:

(a) Real property requisite for its accommodation in the
convenient transaction of its business if approved by the
commissioner.

(b) Real property acquired by gift or devise.

(c) Real property acquired in exchange for real property
owned by it. If necessary in order to consummate such an
exchange, the insurer may put up cash in amount not to
exceed twenty percent of the fair value of its real property
to be so exchanged, in addition to such property.

(d) Real property acquired through a lawful merger or
consolidation with it of another insurer and not required for
the purposes specified in subsection (1) and in paragraph (a)
of subsection (2) of this section.

(e) Upon approval of the commissioner, in real property
and equipment incident to real property, requisite or desir-
able for the protection or enhancement of the value of other
real property owned by the insurer.

(4) A domestic life insurer with assets of at least
twenty-five million dollars and at least ten million dollars in
capital and surplus, and a domestic property and casualty
insurer with assets of at least seventy-five million dollars and
at least thirty million dollars in capital and surplus, or, if a
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mutual or reciprocal property or casualty insurer, at least
thirty million dollars in surplus, may, in addition to the real
property included in subsections (1), (2) and (3) of this
section, own such real property other than property to be
used for ranch, mining, recreational, amusement, or club pur-
poses, as may be acquired as an investment for the produc-
tion of income, or as may be acquired to be improved or
developed for such investment purpose pursuant to an
existing program therefor, subject to the following limitations
and conditions:

(a) The cost of each parcel of real property so acquired
under this subsection (4), including the estimated cost to the
insurer of the improvement or development thereof, when
added to the book value of all other real property under this
subsection (4), together with the admitted value of all
common stock, then held by it, shall not exceed twenty
percent of its admitted assets or fifty percent of its surplus
over the minimum required surplus, whichever is greater, as
of the thirty-first day of December next preceding; and

(b) The cost of each parcel of real property so acquired,
including the estimated cost to the insurer of the improve-
ment or development thereof, shall not exceed as of the
thirty-first day of December next preceding, four percent of
its admitted assets.

(c) Indirect or proportionate interests in real estate held .
by a domestic life insurer through any subsidiary shall be
included in proportion to such insurer’s interest in the
subsidiary in applying the limits provided in subsection (4).
[1981 c 339 § 6; 1973 ¢ 151 § 3; 1969 ex.s. c 241 § 7; 1967
ex.s.c958§13;1949¢c 190 § 17; 1947 c 79 § .13.16; Rem.
Supp. 1949 § 45.13.16.]

48.13.170 Disposal of real property—Time limit.
(1) Real property acquired by an insurer pursuant to para-
graph (a) of subsection (3) of RCW 48.13.160 shall be
disposed of within five years after it has ceased being
necessary for the use of the insurer in the transaction of its
business. Real property acquired by an insurer pursuant to
loans, mortgages, liens, judgments, or other debts, or
pursuant to paragraphs (b), (c), (d), and (e) of subsection (3)
of RCW 48.13.160 shall be disposed of within five years
after date of acquisition. The time for any such disposal
may be extended by the commissioner for a definite addi-
tional period or periods upon application and proof that
forced sale of the property, otherwise necessary, would be
against the best interests of the insurer.

(2) Any such real property held by the insurer without
the commissioner’s consent beyond the time permitted for its
disposal shall not be carried or allowed as an asset. [1967
ex.s.c 95§ 14; 1947 c 79 § .13.17; Rem. Supp. 1947 §
45.13.17.]

48.13.180 Foreign securities. (1) An insurer autho-
rized to transact insurance in a foreign country may invest
any of its funds, in aggregate amount not exceeding its
deposit and reserve obligations incurred in such country, in
securities of or in such country possessing characteristics and
of a quality similar to those required pursuant to this chapter
for investments in the United States.

(2) An insurer may invest any of its funds, in an
aggregate amount not exceeding five percent of its assets, in
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addition to any amount permitted pursuant to subsection (1)
of this section, in obligations of the governments of the
Dominion of Canada or of Canadian provinces or municipal-
ities, and in obligations of Canadian corporations, which
have not been in default during the five years next preceding
date of acquisition, and which are otherwise of equal quality
to like United States public or corporate securities as
prescribed in this chapter. [1947 ¢ 79 § .13.18; Rem. Supp.
1947 § 45.13.18.]

48.13.190 Policy loans. A life insurer may loan to its
policyholder upon the pledge of the policy as collateral
security, any sum not exceeding the legal reserve maintained
on the policy. [1947 ¢ 79 § .13.19; Rem. Supp. 1947 §
45.13.19.]

48.13.200 Savings and share accounts. An insurer
may invest or deposit any of its funds in share or savings
accounts of savings and loan associations, or in savings
accounts of banks, and in any one such institution only to
the extent that such an account is insured by the Federal
Savings and Loan Insurance Corporation or the Federal
Deposit Insurance Corporation. [1947 ¢ 79 § .13.20; Rem.
Supp. 1947 § 45.13.20.]

48.13.210 Insurance stocks. (1) An insurer other
than a life insurer may invest a portion of its surplus funds
in an aggregate amount not exceeding fifty percent of its
surplus over its capital stock and other liabilities, or thirty-
five percent of its capital funds, whichever is greater, in the
stocks of other insurers organized and existing under the
laws of states of the United States. Indirect or proportionate
interests in insurance stocks held by an insurer through any
intermediate subsidiary or subsidiaries shall be included in
applying the limitations provided in subsections (1), (2), and
(3) of this section.

(2) A life insurer may invest in such insurance stocks in
an aggregate amount not exceeding the smaller of the
following amounts: Five percent of its assets; or twenty-five
percent of its surplus over its capital stock and other liabili-
ties, or of surplus over its required minimum surplus if a
mutual life insurer.

(3) An insurer shall not purchase or hold as an invest-
ment more than five percent of the voting stock of any one
other insurer, and subject further to the investment limits of
RCW 48.13.030. This limitation shall not apply if such
other insurer is the subsidiary of, and substantially all its
shares having voting powers are owned by, the insurer.

(4) No such insurance stock shall be eligible as an
investment unless it meets the qualifications for stocks of
other corporations as set forth in RCW 48.13.220.

(5) The limitations on investment in insurance stocks set
forth in this chapter shall not apply to stocks acquired under
a plan for merger of the insurers which has been approved
by the commissioner or to shares received as stock dividends
upon shares already owned. [1979 ex.s. ¢ 199 § 3; 1979
ex.s.c 130 § 4; 1947 ¢ 79 § .13.21; Rem. Supp. 1947 §
45.13.21.]

48.13.220 Common stocks—Investment—
Acquisition—Engaging in certain businesses. (1) After
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satisfying the requirements of RCW 48.13.260, an insurer
may invest any of its funds in common shares of stock in
solvent United States corporations that qualify as a sound
investment; except, that as to life insurers such investments
shall further not aggregate an amount in excess of fifty

“percent of the insurer’s surplus over its minimum required

surplus.

(2) The insurer shall not invest in or loan upon the
security of more than ten percent of the outstanding common
shares of any one such corporation, subject further to the
aggregate investment limitation of RCW 48.13.030.

(3) The limitations of subsection (2) of this section shall
not apply to investment in the securities of any subsidiary
corporations of the insurer which are engaged or organized
to engage exclusively in one or more of the following busi-
nesses:

(a) Acting as an insurance agent for its parent or for any
of its parent’s insurer subsidiaries or affiliates;

(b) Investing, reinvesting, or trading in securities or
acting as a securities broker or dealer for its own account,
that of its parent, any subsidiary of its parent, or any affiliate
or subsidiary;

(c) Rendering management, sales, or other related
services to any investment company subject to the Federal
Investment Company Act of 1940, as amended;

(d) Rendering investment advice;

(e) Rendering services related to the functions involved
in the operation of an insurance business including, but not
limited to, actuarial, loss prevention, safety engineering, data
processing, accounting, claims appraisal, and collection
services;

(f) Acting as administrator of employee welfare benefit
and pension plans for governments, government agencies,
corporations, or other organizations or groups;

(g) Ownership and management of assets which the
parent could itself own and manage: PROVIDED, That the
aggregate investment by the insurer and its subsidiaries
acquired pursuant to this paragraph shall not exceed the
limitations otherwise applicable to such investments by the
parent;

(h) Acting as administrative agent for a government
instrumentality which is performing an insurance function or
is responsible for a health or welfare program;

(i) Financing of insurance premiums;

(j) Any other business activity reasonably ancillary to an
insurance business;

(k) Owning one or more subsidiary (i) insurers to the
extent permitted by this chapter, or (ii) businesses specified
in paragraphs (a) through (k) of this subsection inclusive, or
(iii) other businesses the stock of which is eligible under
RCW 48.13.240 or 48.13.250, or any combination of such
insurers and businesses.

(4) No acquisition of a majority of the total outstanding
common shares of any corporation shall be made pursuant to
this section unless a notice of intention of such proposed
acquisition shall have been filed with the commissioner not
less than ninety days, or such shorter period as may be
permitted by the commissioner, in advance of such proposed
acquisition, nor shall any such acquisition be made if the
commissioner at any time prior to the expiration of the
notice period finds that the proposed acquisition is contrary
to law, or determines that such proposed acquisition would

[Title 48 RCW—page 55]



48.13.220

be contrary to the best interests of the parent insurer’s
policyholders or of the people of this state. The following
shall be the only factors to be considered in making the
foregoing determination:

(a) The availability of the funds or assets required for
such acquisition; .

(b) The fairness of any exchange of stock, assets, cash,
or other consideration for the stock or assets to be received;

(¢) The impact of the new operation on the parent
insurer’s surplus and existing insurance business and the
risks inherent in the parent insurer’s investment portfolio and
operations;

(d) The fairness and adequacy of the financing proposed
for the subsidiary;

(e) The likelihood of 'undue concentration of economic
power;

(f) Whether the effect of the acquisition may be substan-
tially to lessen competition in any line of commerce in
insurance or to tend to create a monopoly therein; and

(g) Whether the acquisition might result in an excessive
proliferation of subsidiaries which would tend to unduly
dilute management effectiveness or weaken financial strength
or otherwise be contrary to the best interests of the parent
insurer’s policyholders or of the people of this state. At any
time after an acquisition, the commissioner may order its
disposition if he finds, after notice and hearing, that its
continued retention is hazardous or prejudicial to the
interests of the parent insurer’s policyholders. The contents
of each notice of intention of a proposed acquisition filed
hereunder and information pertaining thereto shall be kept
confidential, shall not be subject to subpoena, and shall not
be made public unless after notice and hearing the commis-
sioner determines that the interests of policyholders, stock-
holders, or the public will be served by the publication
thereof.

(5) A domestic insurance company may, provided that
it maintains books and records which separately account for
such business, engage directly in any business referred to in
paragraphs (d), (e), (h), and (j) of subsection (3) of this
section either to the extent necessarily or properly incidental
to the insurance business the insurer is authorized to do in
this state or to the extent approved by the commissioner and
subject to any limitations he may prescribe for the protection
of the interests of the policyholders of ‘the insurer after
taking into account the effect of such business on the
insurer’s existing insurance business and its surplus, the
proposed allocation of the estimated cost of such business,
and the risks inherent in such business as well as the relative
advantages to the insurer and its policyholders of conducting
such business directly instead of through a subsidiary. [1982
c218 § 3; 1973 c 151 § 4; 1949 c 190 § 18; 1947 c 79 §
.13.22; Rem. Supp. 1949 § 45.13.22.]

Severability—1982 ¢ 218: See note following RCW 48.12.020.

48.13.230 Collateral loans. An insurer may loan its
funds upon the pledge of securities or evidences of debt
eligible for investment under this chapter. As at date made,
no such loan shall exceed in amount ninety percent of the
market value of such collateral pledged, except that loans
upon pledges of United States government bonds may be
equal to the market value of the bonds pledged. The amount
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so loaned shall be included in the maximum percentage of
funds permitted to be invested in the kinds of securities or
evidences of debt pledged or permitted by RCW 48.13.030.
[1947 ¢ 79 § .13.23; Rem. Supp. 1947 § 45.13.23]

48.13.240 Miscellaneous investments. (1) An insurer
may loan or invest its funds in an aggregate amount not
exceeding the lesser of the following sums: Ten percent of
its assets, or fifty percent of its surplus over its capital and
other liabilities, or if a mutual or reciprocal insurer fifty
percent of its surplus over minimum required surplus, in
loans or investments not otherwise eligible for investment
and not specifically prohibited by RCW 48.13.270.

(2) No such loan or investment shall be any item
described in RCW 48.12.020.

(3) No such investment in or loan upon the security of
any one person or entity shall exceed the amount specified
in subsection (1) of this section or one percent of the
insurer’s assets, whichever is the lesser, except that this sub-
section (3) shall not apply to an investment in the stock of
a subsidiary company.

(4) The insurer shall keep a separate record of all
investments acquired under this section. [1982 c 218 § 4;
1947 ¢ 79 § .13.24; Rem. Supp. 1947 § 45.13.24.]

Severability—1982 ¢ 218: See note following RCW 48.12.020.

48.13.250 Special consent investments. Upon
advance approval of the commissioner and in compliance
with RCW 48.13.020, an insurer may make any investment
or kind of investment or exchange of assets otherwise
prohibited or not eligible under any other section of this
chapter. The commissioner’s order of approval if granted
shall specify whether the investment or any part thereof may
be credited to required minimum capital or surplus invest-
ments, or to investment of reserves. [1947 ¢ 79 §..13.25;
Rem. Supp. 1947 § 45.13.25.]

48.13.260 Required investments for capital and
reserves. (1) An insurer shall invest and keep invested its
funds aggregating in amount, if a stock insurer, not less than
one hundred percent of its minimum required capital, or if
a mutual or reciprocal insurer, not less than one hundred
percent of its required minimum surplus, in cash or invest-
ments eligible in accordance with RCW 48.13.040 (public
obligations), and in mortgage loans on real property located
within this state, pursuant to RCW 48.13.110.

(2) In addition to the investments required by subsection
(1) of this section, an insurer shall invest and keep invested
its funds aggregating not less than one hundred percent of its
reserves required by this code in cash or premiums in course
of collection or in investments eligible in accordance with
the following sections: RCW 48.13.040 (public obligations),
48.13.050 (corporate obligations), 48.13.080 (preferred or
guaranteed stocks), 48.13.090 (trustees’ or receivers’
obligations), 48.13.100 (equipment trust certificates),
48.13.110 (mortgages, loans and contracts), 48.13.150
(auxiliary chattel mortgages), 48.13.160 (real property, home
office building, etc.), 48.13.180 (foreign securities),
48.13.190 (policy loans), 48.13.200 (savings and share ac-
counts), 48.13.220 (common stocks), 48.13.230 (collateral
loans), 48.13.250 (special consent investments).
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(3) This section shall not apply to title insurers nor to
mutual insurers on the assessment premium plan. [1971
ex.s.c 13 § 16; 1947 ¢ 79 § .13.26; Rem. Supp. 1947 §
45.13.26.]

48.13.265 Investments secured by real estate—
Amount restricted. An insurer shall not invest or have
invested at any one time more than sixty-five percent of its
assets in investments in real estate, real estate contracts, and
notes, bonds and other evidences of debt secured by mort-
gage on real estate, as described in RCW 48.13.110 and
48.13.160. Any insurer which, on June 13, 1957, has in
excess of sixty-five percent of its assets so invested shall not
make any further such investments while such excess exists.
[1957 ¢ 193 § 8.] .

48.13.270 Prohibited investments. An insurer shall
not, except with the commissioner’s approval in advance,
invest in or loan its funds upon the security of, or hold:

(1) Issued shares of its own capital stock, except for the
purpose of mutualization in accordance with RCW
48.08.080;

(2) Securities issued by any corporation if a majority of
its stock having voting power is owned directly or indirectly
by or for the benefit of any one or more of the insurer’s
officers and directors;

(3) Any investment or loan ineligible under the provi-
sions of RCW 48.13.030;

(4) Securities issued by any insolvent corporation;

(5) Obligations contrary to the provisions of RCW
48.13.273; or

(6) Any investment or security which is found by the
commissioner to be designed to evade any prohibition of this
code. [1995c 84 § 1;1993c92 § 4; 1982 ¢ 218 § 5; 1947
¢ 79 § .13.27; Rem. Supp. 1947 § 45.13.27.]

Severability—1982 c 218: See note following RCW 48.12.020.

48.13.273 Acquisition of medium and lower grade
obligations—Definitions—Limitations—Rules. (1) As
used in this section: .

(a) "Lower grade obligations" means obligations that are
rated four, five, or six by the securities valuation office.

(b) "Medium grade obligations" means obligations that
are rated three by the securities valuation of fice.

(c) "Securities valuation office” means the entity created
by the national association of insurance commissioners in
part, to assign rating categories for bond obligations acquired
by insurers.

(2) No insurer may acquire directly or indirectly, any
medium grade or lower grade obligation if, after giving
effect to the acquisition, the aggregate amount of all medium
grade and lower grade obligations then held by the insurer
would exceed twenty percent of its admitted assets provided
that:

(a) No more than ten percent of an insurer’s admitted
assets may be invested in lower grade obligations;

(b) No more than three percent of an insurer’s admitted
assets may be invested in lower grade obligations rated five
or six by the securities valuation office;
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(c) No more than one percent of an insurer’s admitted
assets may be invested in lower grade obligations rated six
by the securities valuation office;

(d) No more than one percent of an insurer’s admitted
assets may be invested in medium and lower grade obliga-
tions issued, guaranteed, or insured by any one institution;
and

(e) No more than one-half of one percent of an insurer’s
admitted assets may be invested in lower grade obligations
issued, guaranteed, or insured by any one institution.

(3) This section does not require an insurer to sell or
otherwise dispose of any obligation lawfully acquired before
July 25, 1993, or in accordance with this chapter. The
commissioner shall adopt rules identifying the circumstances
under which the commissioner may approve an investment
in obligations exceeding the limitations of this section as
necessary to mitigate financial loss by an insurer.

(4) The board of directors of any domestic insurance
company which acquires or invests, directly or indirectly,
more than two percent of its admitted assets in medium
grade and lower grade obligations of any institution, shall
adopt a written plan for making those investments. The
plan, in addition to guidelines with respect to the quality of
the issues invested in, shall contain diversification standards
including, but not limited to, standards for issuer, industry,
duration, liquidity, and geographic location. [1993 ¢ 92 § 5.]

48.13.275 Obligations rated by the securities
valuation office. Notwithstanding the provisions of RCW
48.13.050, an insurer may invest its funds in obligations
rated by the securities valuation office. Investments in
obligations that are rated one or two by the securities
valuation office shall be subject to the limitations contained
in RCW 48.13.030. [1993 ¢ 92 § 6.]

48.13.280 Securities underwriting, agreements to
withhold or repurchase, prohibited. No insurer shall

(1) participate in the underwriting of the marketing of
securities in advance of their issuance or enter into any
transaction for such underwriting for the account of such
insurer jointly with any other person; or

(2) enter into any agreement to withhold from sale any
of its property, or to repurchase any property sold by it.
[1947 c 79 § .13.28; Rem. Supp. 1947 § 45.13.28.] -

48.13.290 Disposal of ineligible property or securi-
ties. (1) Any ineligible personal property or securities
acquired by an insurer may be required to be disposed of
within the time not less than six months specified by order
of the commissioner, unless before that time it attains the
standard of eligibility, if retention of such property or
securities would be contrary to the policyholders or public
interest in that it tends to substantially lessen competition in
the insurance business or threatens impairment of the
financial condition of the insurer.

(2) Any personal property or securities acquired by an
insurer contrary to RCW 48.13.270 shall be disposed of
forthwith or within any period specified by order of the
commissioner.

(3) Any property or securities ineligible only because of
being excess of the amount permitted under this chapter to
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be invested in the category to which it belongs shall be
ineligible only to the extent of such excess. [1982 c 218 §
6; 1973 c 151 § 5; 1947 c 79 § .13.29; Rem. Supp. 1947 §
45.13.29.]

Severability—1982 c 218: See note following RCW 48.12.020.

48.13.340 Authorization of investments. No invest-
ment, loan, sale or exchange thereof shall, except as to the
policy loans of a life insurer, be made by any domestic

insurer unless authorized or approved by its board of-

directors or by a committee charged by the board of direc-
tors or the bylaws with the duty of making such investment,
loan, sale or exchange. The minutes of any such committee
shall be recorded and reports thereof shall be submitted to
the board of directors for approval or disapproval. [1949 c
190 § 19; 1947 ¢ 79 § .13.34; Rem. Supp. 1949 § 45.13.34.]

48.13.350 Record of investments. (1) As to each
investment or loan of the funds of a domestic insurer a
written record in permanent form showing the authorization
thereof shall be made and signed by an officer of the insurer
or by the chairman of such committee authorizing the
investment or loan.

(2) As to each such investment or loan the insurer’s
records shall contain:

(a) In the case of loans: The name of the borrower; the
location and legal description of the property; a physical
description, and the appraised value of the security; the
amount of the loan, rate of interest and terms of repayment.

(b) In the case of securities: The name of the obligor;
a description of the security and the record of earnings; the
amount invested, the rate of interest or dividend, the maturity
and yield based upon the purchase price.

(c) In the case of real estate: The location and legal de-
scription of the property; a physical description and the
appraised value; the purchase price and terms.

(d) In the case of all investments:

(i) The amount of expenses and commissions if any
incurred on account of any investment or loan and by whom
and to whom payable if not covered by contracts with mort-
gage loan representatives or correspondents which are part
of the insurer’s records.

(ii) The name of any officer or director of the insurer
having any direct, indirect, or contingent interest in the
securities or loan representing the investment, or in the
assets of the person in whose behalf the investment or loan
is made, and the nature of such interest. [1949 c 190 § 20;
1947 ¢ 79 § .13.35; Rem. Supp. 1949 § 45.13.35)]

48.13.360 Investments of foreign and alien insurers.
The investments of a foreign or alien insurer shall be as
permitted by the laws of its domicile but shall be of a
quality substantially as high as those required under this
chapter for similar funds of like domestic insurers. [1947 c
79 § .13.36; Rem. Supp. 1947 § 45.13.36.]
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Chapter 48.14
FEES AND TAXES
Sections
48.14.010 Fee schedule.
48.14.020 Premium taxes.

48.14.0201 Premiums and prepayments tax—Health care services.

48.14.021 Reduction of tax—Policies connected with pension, etc.,
plans exempt or qualified under internal revenue code.

48.14.022 Taxes—Exemptions and deductions.

48.14.025 Prepayment of tax obligations under RCW 48.14.020.

48.14.027 Exemption for state health care premiums before July 1,
1990.

48.14.030 Tax statement.

48.14.040 Retaliatory provision.

48.14.050 "Ocean marine and foreign trade insurances" defined.

48.14.060 Failure to pay tax—Penalty.

48.14.070 Refunds.

48.14.080 Premium tax in lieu of other forms.

48.14.090 Determining amount of direct premium taxable in this state.

48.14.100 Foreign or alien insurers, continuing liability for taxes.

48.14.010 Fee schedule. (1) The commissioner shall
collect in advance the following fees:

(a) For filing charter documents:
(i) Original charter documents, bylaws or re-
cord of organization of insurers, or certi-
fied copies thereof, required to be filed $250.00
(ii) Amended charter documents, or certified
copy thereof, other than amendments of
bylaws .. ...................... $ 10.00
(iii) No additional charge or fee shall be re-
quired for filing any of such documents in
the office of the secretary of state.
(b) Certificate of authority:

() Issuance ..............0cuuuun.. $ 25.00
(i)Renewal . ...................... $ 25.00
(c) Annual statement of insurer, filing ... ... $ 20.00

(d) Organization or financing of domestic insurers
.and affiliated corporations:
(i) Application for solicitation permit, filing $100.00
(ii) Issuance of solicitation permit .. ... .. $ 25.00
(e) Agents’ licenses:
(i) Agent’s qualification licenses every two
YEATS . o ottt e e $ 50.00
(ii) Filing of appointment of each such agent,
every tWo Years . ................ $ 20.00
(iii) Limited license issued pursuant to RCW
48.17.190, every two years . ......... $ 20.00
(f) Reinsurance intermediary licenses:
(i) Reinsurance intermediary-broker, each

YEAT .« it e e $ 50.00
(ii) Reinsurance intermediary-manager, each
D2 $100.00

(g) Brokers’ licenses:
(i) Broker’s license, every two years . ... $100.00
(ii) Surplus line broker, every two years .. $200.00
(h) Solicitors’ license, every two years ... ... $ 20.00
(i) Adjusters’ licenses:

(i) Independent adjuster, every two years .. $ 50.00
(ii) Public adjuster, every two years . ..... $ 50.00

(j) Resident general agent’s license, every two
YEArS . . oottt $ 50.00
(1996 Ed.)
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(k) Managing general agent appointment, every two
YEATS . . oo $200.00
() Examination for license, each examination:
All examinations, except examinations admin-
istered 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:
(i) Filing other documents ............ $ 5.00
(ii) Commissioner’s certificate under seal
(iii) Copy of documents filed in the
commissioner’s office, reasonable charge
therefor as determined by the commis-
sioner.

(2) All fees so collected shall be remitted by the
commissioner to the state treasurer not later than the first
business day following, and shall be placed to the credit of
the general fund: PROVIDED, That fees for examinations
administered by an independent testing service which are
approved by the commissioner pursuant to subsection (1)(1)
of this section shall be collected directly by such indepen-
dent testing service and retained by it. [1994 c 131 § 2;
1993 c 462 § 57; 1988 c 248 § 7; 1981 c 111 § 1; 1979
ex.s.c 269§ 1; 1977 ex.s.c 182 § 1; 1969 ex.s. c 241 § §;
1967 c 150 § 12; 1955¢c 303 § 4; 1947 c 79 § .14.01; Rem.
Supp. 1947 § 45.14.01.]

Severability—Implementation—1993 c 462: See RCW 48.31B.901
and 48.31B.902.

Effective date, implementation—1979 ex.s. ¢ 269: "This act shall
take effect on April 1, 1980. The insurance commissioner is authorized to
immediately take such steps as are necessary to insure that this 1979 act is
implemented on its effective date." [1979 ex.s. ¢ 269 § 10.]

48.14.020 Premium taxes. (1) Subject to other
provisions of this chapter, each authorized insurer except title
insurers shall on or before the first day of March of each
year pay to the state treasurer through the commissioner’s
office a tax on premiums. Except as provided in subsection
(2) of this section, such tax shall be in the amount of two
percent of all premiums, excluding amounts returned to or
the amount of reductions in premiums allowed to holders of
industrial life policies for payment of premiums directly to
an office of the insurer, collected or received by the insurer
during the preceding calendar year other than ocean marine
and foreign trade insurances, after deducting premiums paid
to policyholders as returned premiums, upon risks or
property resident, situated, or to be performed in this state.
For the purposes of this section the consideration received by
an insurer for the granting of an annuity shall not be deemed
to be a premium.

(2) In the case of insurers which require the payment by
their policyholders at the inception of their policies of the
entire premium thereon in the form of premiums or premium
deposits which are the same in amount, based on the char-
acter of the risks, regardless of the length of term for which
such policies are written, such tax shall be in the amount of
two percent of the gross amount of such premiums and
premium deposits upon policies on risks resident, located, or
to be performed in this state, in force as of the thirty-first
day of December next preceding, less the unused or unab-
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sorbed portion of such premiums and premium deposits
computed at the average rate thereof actually paid or credited
to policyholders or applied in part payment of any renewal
premiums or premium deposits on one-year policies expiring
during such year.

(3) Each authorized insurer shall with respect to all
ocean marine and foreign trade insurance contracts written
within this state during the preceding calendar year, on or
before the first day of March of each year pay to the state
treasurer through the commissioner’s office a tax of ninety-
five one-hundredths of one percent on its gross underwriting
profit. Such gross underwriting profit shall be ascertained
by deducting from the net premiums (i.e., gross premiums
less all return premiums and premiums for reinsurance) on
such ocean marine and foreign trade insurance contracts the
net losses paid (i.e., gross losses paid less salvage and
recoveries on reinsurance ceded) during such calendar year
under such contracts. In the case of insurers issuing partici-
pating contracts, such gross underwriting profit shall not
include, for computation of the tax prescribed by this
subsection, the amounts refunded, or paid as participation
dividends, by such insurers to the holders of such contracts.

(4) The state does hereby preempt the field of imposing
excise or privilege taxes upon insurers or their agents, other
than title insurers, and no county, city, town or other
municipal subdivision shall have the right to impose any
such taxes upon such insurers or their agents.

(5) If an authorized insurer collects or receives any such
premiums on account of policies in force in this state which
were originally issued by another insurer and which other
insurer is not authorized to transact insurance in this state on
its own account, such collecting insurer shall be liable for
and shall pay the tax on such premiums. [1986 ¢ 296 § 1;
1983 2nd ex.s. ¢ 3 § 7; 1982 2nd ex.s. c 10 § 1; 1982 Ist
ex.s.c 35§ 15; 1979 ex.s. ¢ 233 § 2; 1969 ex.s. c 241 § 9,
1947 c 79 § .14.02; Rem. Supp. 1947 § 45.14.02.]

Severability—1986 ¢ 296: "If any provision of this act or its
application to any person or circumstance is held invalid, the remainder of

the act or the application of the provision to other persons or circumstances
is not affected.” [1986 ¢ 296 § I1.]

Application—1986 ¢ 296 § 1: "[The 1986 c 296 amendment of]
RCW 48.14.020 applies to the payment of taxes due beginning July 1, 1986,
and thereafter." [1986 c 296 § 12.]

Effective date—1986 c 296: "Section 7 of this act is necessary for
the immediate preservation of the public peace, health, and safety, the
support of the state government and its existing institutions, and shall take
effect immediately. The remainder of this act shall take effect July 1,
1986." [1986 c 296 § 13.] "Section 7 of this act" is the enactment of RCW
48.02.190, which took effect April 4, 1986.

Construction—Severability—Effective dates—1983 2nd ex.s. ¢ 3:
See notes following RCW 82.04.255.

Payment of additional premium tax—1982 2nd ex.s. ¢ 10: "The
additional premium tax payments required by the amendment of RCW
48.14.020 by section 1 of this act shall be paid to the state treasurer through
the insurance commissioner’s office on March 1, 1983. Thereafter the
prepayment schedule provided by RCW 48.14.025 shall apply.” [1982 2nd
ex.s.c 10 § 2.)

Severability—Effective dates—1982 1st ex.s. ¢ 35: See notes
following RCW 82.08.020.

Effective date—1979 ex.s. ¢ 233: "This 1979 amendatory act shall
become effective beginning upon and after January 1, 1980." [1979 ex.s.
c233§4)]

Intent—1979 ex.s. ¢ 233: "It is the intent of the legislature to
eliminate existing tax discrimination between qualified and nonqualified
pension plans which are effectuated by annuity contracts, by excluding the
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consideration paid for such contracts from premiums subject to the premium
tax." [1979 ex.s.c 233 § 1.]

Severability—1979 ex.s. ¢ 233: "If any provision of this amendatory
act or its application to any person or circumstance is held invalid, the
remainder of the act or the application of the provision to other persons or
circumstances is not affected.” [1979 ex.s. ¢ 233 § 3.]

Credit against premium tax for assessments paid pursuant to RCW
48.32.060(1)(c): RCW 48.32.145.

Portion of state taxes on fire insurance premiums to be deposited in
firemen's pension fund: RCW 41.16.050.
volunteer fire fighters' relief and pension principal and administrative
funds: RCW 41.24.030.

48.14.0201 Premiums and prepayments tax—Health
care services. (1) As used in this section, "taxpayer" means
a health maintenance organization, as defined in RCW
48.46.020, a health care service contractor, as defined in
RCW 48.44.010, or a certified health plan certified under
*RCW 48.43.030.

(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 commissioner’s office. The tax shall be equal to
the total amount of all premiums and prepayments for. health
care services received by the taxpayer during the preceding
calendar year multiplied by the rate of two percent.

(3) Taxpayers shall prepay their tax obligations under
this section. The minimum amount of the prepayments shall
be percentages of the taxpayer’s tax obligation for the
preceding calendar year recomputed using the rate in effect
for the current year. For the prepayment of taxes due during
the first calendar year, the minimum amount of the prepay-
ments shall be percentages of the taxpayer’s tax obligation
that would have been due had the tax been in effect during
the previous calendar year. The tax prepayments shall be
paid to the state treasurer through the commissioner’s office
by the due dates and in the following amounts:

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

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

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

(4) For good cause demonstrated in writing, the com-
missioner may approve an amount smaller than the preceding
calendar year’s tax obligation as recomputed for calculating
the health maintenance organization’s, health care service
contractor’s, or certified health plan’s prepayment obligations
for the current tax year.

(5) Moneys collected under this section shall be deposit-
ed 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 imposed in this section do not apply to:

(a) Amounts received by any taxpayer from the United
States or any instrumentality thereof as prepayments for
health care services provided under Title XVIII (medicare)
of the federal social security act. This exemption shall
expire July 1, 1997.

(b) Amounts received by any health care service
contractor, as defined in RCW 48.44.010, as prepayments for
health care services included within the definition of practice
of dentistry under RCW 18.32.020. This exemption does not
apply to amounts received under a certified health plan
certified under *RCW 48.43.030. [1993 sp.s. ¢ 25 § 601;
1993 ¢ 492 § 301.]
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*Reviser’s note: RCW 48.43.030 was repealed by 1995 c 265 § 27,
effective July 1, 1995.

Severability—Effective dates—Part headings, captions not law—
1993 sp.s. ¢ 25: See notes following RCW 82.04.230.

Findings—Intent—1993 ¢ 492: See notes following RCW 43.20.050.

Short title—Severability—Savings—Captions not law—Reservation
of legislative power—Effective dates—1993 c 492: See RCW 43.72.910
through 43.72.915.

48.14.021 Reduction of tax—Policies connected with
pension, etc., plans exempt or qualified under internal
revenue code. As to premiums received from policies or
contracts issued in connection with a pension, annuity or
profit-sharing plan exempt or qualified under sections 401,
403(b), 404, 408(b), or 501(a) of the United States internal
revenue code, the rate of tax specified in RCW 48.14.020
shall be reduced twelve and one-half percent with respect to
the tax payable in 1964, twenty-five percent with respect to
the tax payable in 1965, thirty-seven and one-half percent
with respect to the tax payable in 1966, fifty percent with
respect to the tax payable in 1967, sixty-two and one-half
percent with respect to the tax payable in 1968, seventy-five
percent with respect to the tax payable in 1969, eighty-seven
and one-half percent with respect to the tax payable in 1970,
and one hundred percent with respect to the tax payable in
1971 and annually thereafter. [1975-’76 2nd ex.s. ¢ 119 §
1; 1974 ex.s. c 132 § 1; 1963 c 166 § 1.]

48.14.022 Taxes—Exemptions and deductions. (1)
The taxes imposed in RCW 48.14.020 and 48.14.0201 do not
apply to premiums and prepayments collected or received for
policies of insurance issued under RCW 48.41.010 through
48.41.210.

(2) In computing tax due under RCW 48.14.020 and
48.14.0201, there may be deducted from taxable premiums
and prepayments the amount of any assessment against the
taxpayer under RCW 48.41.010 through 48.41.210. Any
portion of the deduction allowed in this section which cannot
be deducted in a tax year without reducing taxable premiums
below zero may be carried forward and deducted in succes-
sive years until the deduction is exhausted. [1995 c 304 §
1; 1987 c 431 § 23.]

Effective date—1995 ¢ 304: "This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect
immediately [May 9, 1995]." [1995 ¢ 304 § 2.]

Severability—1987 ¢ 431: See RCW 48.41.910.
Business and occupation tax deductions: RCW 82.04.4329.

48.14.025 Prepayment of tax obligations under
RCW 48.14.020. (1) Every insurer with a tax obligation
under RCW 48.14.020 shall make prepayment of the tax
obligations under RCW 48.14.020 for the current calendar
year’s business, if the sum of the tax obligations under RCW
48.14.020 for the preceding calendar year’s business is four
hundred dollars or more.

(2) The commissioner shall credit the prepayment
toward the appropriate tax obligations of the insurer for the
current calendar year under RCW 48.14.020.

(3) The minimum amounts of the prepayments shall be
percentages of the insurer’s preceding calendar year’s tax
obligation recomputed using the rate in effect for the current
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year and shall be paid to the state treasurer through the
commissioner’s office by the due dates and in the following
amounts:

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

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

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

For good cause demonstrated in writing, the commis-
sioner may approve an amount smaller than the preceding
calendar year’s tax obligation as recomputed for calculating
the insurer’s prepayment obligations. ’

(4) The effect of transferring policies of insurance from
one insurer to another insurer is to transfer the tax prepay-
ment obligation with respect to the policies.

(5) On or before June 1 of each year, the commissioner
shall notify each insurer required to make prepayments in
that year of the amount of each prepayment and shall
provide remittance forms to be used by the insurer. Howev-
er, an insurer’s responsibility to make prepayments is not
affected by failure of the commissioner to send, or the
insurer to receive, the notice or forms. [1986 ¢ 296 § 2;
1982 c 181 § 4, 1981 c 6 § 1.]

Severability—Effective date—1986 c 296: See notes following
RCW 48.14.020.

Severability—1982 ¢ 181: See note following RCW 48.03.010.

48.14.027 Exemption for state health care premi-
ums before July 1, 1990. The taxes imposed in RCW
48.14.020 do not apply to premiums collected or received
before July 1, 1990, for medical and dental coverage
purchased under chapter 41.05 RCW. [1988 c 107 § 32.]

Implementation—Effective dates—1988 ¢ 107: See RCW
41.05.901.

48.14.030 Tax statement. The insurer shall file with
the commissioner as part of its annual statement a statement
of premiums so collected or received according to such form
as shall be prescribed and furnished by the commissioner.
In every such statement the reporting of premiums for tax
purposes shall be on a written basis or on a paid-for basis
consistent with the basis required by the annual statement.
[1947 ¢ 79 § .14.03; Rem. Supp. 1947 § 45.14.03]

48.14.040 Retaliatory provision. (1) If pursuant to
the laws of any other state or country, any taxes, licenses,
fees, deposits, or other obligations or prohibitions, in the
aggregate, or additional to or at a net rate in excess of any
such taxes, licenses, fees, deposits or other obligations or
prohibitions imposed by the laws of this state upon like
foreign or alien insurers and their agents and solicitors, are
imposed on insurers of this state and their agents doing
business in such other state or country, a like rate, obligation
or prohibition may be imposed by the commissioner, as to
any item or combination of items involved, upon all insurers
of such other state or country and their agents doing business
in this state, so long as such laws remain in force or are so
applied.

(2) For the purposes of this section, an alien insurer
may be deemed to be domiciled in the state wherein it has
established its principal office or agency in the United States.
If no such office or agency has been established, the
domicile of the alien insurer shall be deemed to be the
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country under the laws of which it is formed. [1988 c 248
§ 8; 1949 ¢ 190 § 21, part; 1947 ¢ 79 § .14.04; Rem. Supp.
1949 § 45.14.04.] :

48.14.050 "Ocean marine and foreign trade
insurances' defined. For the purposes of this code other
than as to chapter 48.19 RCW "ocean marine and foreign
trade insurances" shall include only:

(1) Insurances upon vessels, crafts, hulls and of interests
therein or with relation thereto;

(2) Insurance of marine builders’ risks, marine war
risks, and contracts of marine protection and indemnity
insurance;

(3) Insurance of freights and disbursements pertaining
to a subject of insurance coming within this definition; -

(4) Insurance of personal property and interests therein,
in course of exportation from or importation into any
country, or in course of transportation coastwise, including
transportation by land, water or air from point of origin to
final destination, in respect to, appertaining to, or in connec-
tion with, any and all risks or perils of navigation, transit or
transportation, and while being prepared for and while
awaiting shipment, and during any delays, storage, transship-
ment or reshipment incident thereto. [1947 ¢ 79 § .14.05;
Rem. Supp. 1947 § 45.14.05.]

48.14.060 Failure to pay tax—Penalty. (1) Any
insurer failing to file its tax statement and to pay the
specified tax or prepayment of tax on premiums by the last
day of the month in which the tax becomes due shall be
assessed a penalty of five percent of the amount of the tax;
and if the tax is not paid within forty-five days after the due
date, the insurer shall be assessed a total penalty of ten
percent of the amount of the tax; and if the tax is not paid
within sixty days of the due date, the insurer shall be
assessed a total penalty of twenty percent of the amount of
the tax. In such event the tax may be collected by distraint,
and the penalty recovered by any action instituted by the
commissioner in any court of competent jurisdiction. The
amount of any such penalty collected shall be paid to the
state treasurer and credited to the general fund.

(2) At his discretion the commissioner may revoke the
certificate of authority of any such delinquent insurer, such
certificate of authority not to be reissued until all taxes,
prepayments of tax, and penalties incurred by the insurer
have been fully paid and the insurer has otherwise qualified
for the certificate of authority. [1981 c 6 § 2; 1947 ¢ 79 §
.14.06; Rem. Supp. 1947 § 45.14.06.]

48.14.070 Refunds. In event any person has paid to
the commissioner any tax, license fee or other charge in
error or in excess of that which he is lawfully obligated to
pay, the commissioner shall upon written request made to
him make a refund thereof. A person may only request a
refund of taxes within six years from the date the taxes were
paid. A person may only request a refund of fees or charges
other than taxes within thirteen months of the date the fees
or charges were paid. Refunds may be made either by
crediting the amount toward payment of charges due or to
become due from such person, or by making a cash refund.
To facilitate such cash refunds the commissioner may
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establish a revolving fund out of funds appropriated by the
legislature for his use. [1979 ex.s. ¢ 130 § 2; 1947 ¢ 79 §
.14.07; Rem. Supp. 1947 § 45.14.07.]

48.14.080 Premium tax in lieu of other forms. As
to insurers, other than title insurers and taxpayers under
RCW 48.14.0201, the taxes imposed by this title shall be in
lieu of all other taxes, except taxes on real and tangible
personal property, excise taxes on the sale, purchase or use
of such property, and the tax imposed in RCW
82.04.260(15). [1993 sp.s. ¢ 25 § 602; 1993 c 492 § 302;
1949 c 190 § 21, part; Rem. Supp. 1949 § 45.14.08.]

Severability—Effective dates—Part headings, captions not law—
1993 sp.s. ¢ 25: See notes following RCW 82.04.230.

Findings—Intent—1993 c 492: See notes following RCW 43.72.005.
Short title—Severability—Savings—Captions not law—Reservation

of legislative power—Effective dates—1993 c 492: See RCW 43.72.910 -

through 43.72.915.

48.14.090 Determining amount of direct premium
taxable in this state. In determining the amount of direct
premium taxable in this state, all such premiums written,
procured, or received in this state shall be deemed written
upon risks or property resident, situated, or to be performed
in this state except such premiums as are properly allocated
or apportioned and reported as taxable premiums of any
other state or states. [1963 ¢ 195 § 14.]

48.14.100 Foreign or alien insurers, continuing
liability for taxes. Any foreign or alien insurer authorized
to do business in this state which hereafter either withdraws
from the state or has its certificate of authority suspended or
revoked shall continue to pay premium taxes pursuant to this
chapter as to policies upon risks or property resident,
situated, or to be performed in this state, which policies were
issued during the time the insurer was authorized in this
state. [1963 c 195 § 15.]

Chapter 48.15
UNAUTHORIZED INSURERS

Sections

48.15.020 Solicitation by unauthorized insurer prohibited—Personal
liability.

48.15.030 Validity of contracts illegally effectuated.

48.15.040 “Surplus line" coverage.

48.15.050 Endorsement of contract.

48.15.060 Validity of contracts.

48.15.070  Surplus line brokers—Licensing.

48.15.080 Broker may accept business.

48.15.085 Liability of insurer assuming direct risk.

48.15.090 Solvent insurer required.

48.15.100 Record of surplus line broker.

48.15.110  Broker’s annual statement.

48.15.120  Premium tax—Surplus lines.

48.15.130  Penalty for default.

48.15.140  Revocation, suspension, or failure to renew broker’s license.
48.15.150 Legal process against surplus line insurer.

48.15.160 Exemptions from surplus line requirements.

48.15.170  Records of insureds—Inspection.

48.15.020 Solicitation by unauthorized insurer
prohibited—Personal liability. (1) An insurer not thereun-
to authorized by the commissioner shall not solicit insurance
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business in this state, nor transact insurance business in this
state except as provided in this chapter.

(2)(a) No person shall, in this state, represent an
unauthorized insurer except as provided