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HOUSE BI LL 2297

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Roach, MDonald, Ross, Rodne, MCune, Dunn and
Cl i bborn

Read first time 02/19/2007. Referred to Committee on |nsurance,
Fi nanci al Servi ces & Consumer Protection.

AN ACT Relating to a regulatory surcharge under the insurance code;
and anendi ng RCW 48. 18. 170, 48. 18. 180, 48.02.190, and 48. 14. 040.

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

Sec. 1. RCW48.18.170 and 1947 ¢ 79 s .18.17 are each anended to
read as foll ows:

"Premum as used in this code neans all suns charged, received, or
deposited as consideration for an insurance contract or the continuance

thereof. "Prem uni' does not include the requlatory surcharge inposed
by RCW 48.02.190. Except as otherw se provided, any assessnent, or any
"menbership,” "policy," "survey," "inspection," "service" or simlar

fee or charge made by the insurer in consideration for an insurance
contract is deened part of the prem um

Sec. 2. RCW48.18.180 and 1994 ¢ 203 s 2 are each anended to read
as follows:

(1) The premum stated in the policy shall be inclusive of all
fees, charges, premuns, or other consideration charged for the
i nsurance or for the procurenent thereof.
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(2) No insurer or its officer, enployee, agent, solicitor, or other
representative shall charge or receive any fee, conpensation, or
consideration for insurance which is not included in the premum
specified in the policy.

(3) Each violation of this section is a gross m sdeneanor.

(4) This section does not apply to a fee paid to a broker by an
insured as provided in RCW48.17. 270.

(5) This section does not apply to the requlatory surcharge inposed
by RCW 48. 02. 190.

Sec. 3. RCW48.02.190 and 2004 c 260 s 22 are each anended to read
as follows:

(1) As used in this section:

(a) "Organization"™ neans every insurer, as defined in RCW
48. 01. 050, having a certificate of authority to do business in this
state and every health care service contractor or ((fseHH—funded}))
self-funded multiple enployer welfare arrangenent registered to do
business in this state. "d ass one" organizations shall consist of all

insurers as defined in RCW48.01.050. "dC ass two" organi zati ons shal
consist of all organizations registered under provisions of chapter
48.44 RCW "Class three" organizations shall consist of self-funded

mul tiple enployer welfare arrangenents as defined in RCW48. 125. 010.

(b)(i) "Receipts" nmeans (A) net direct premuns consisting of
direct gross premuns, as defined in RCW48.18.170, paid for insurance
witten or renewed upon risks or property resident, situated, or to be
performed in this state, |less return premiuns and prem uns on policies
not taken, dividends paid or credited to policyholders on direct
busi ness, and premuns received from policies or contracts issued in
connection with qualified plans as defined in RCW 48.14.021, and (B)
prepaynents to health care service contractors as set forth in RCW
48. 44.010(3) or participant contributions to self-funded nultiple
enpl oyer welfare arrangenents as defined in RCW 48.125.010 |Iess
experience rating «credits, di vi dends, prepaynents returned to
subscri bers, and paynents for contracts not taken.

(c) "Requlatory surcharge" neans the fees inposed by this section.

(ii1) Participant contributions, under chapter 48.125 RCW used to
determine the receipts in this state under this section shall be

HB 2297 p. 2



© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNMNDNMDDNMNDNMDNMNMNMDNPEPRPPRPEPRPRPRPPRPERPRPRERPPRPRE
0O N Ol A W NPEFP O OOOWwuNO O P WNEPEOOMOOLwWNO O owDNDER.Oo

determned in the sanme nmanner as premuns taxable in this state are
determ ned under RCW 48. 14. 090.

(2) The annual cost of operating the office of insurance
comm ssioner shall be determ ned by |egislative appropriation. A pro
rata share of the cost shall be charged to all organizations as a
requl atory surcharge. Each class of organization shall contribute a
sufficient ((HA—+Fees)) amount to the insurance conm ssioner's
regul atory account to pay the reasonable costs, including overhead, of
regul ati ng that class of organization.

(3) ((Fees—<harged)) The requlatory surcharge shall be cal cul at ed

separately for each class of organization. The ((fee—€charged))
requl atory surcharge collected from each organization shall be that

portion of the cost of operating the insurance conm ssioner'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 organizations within that class on business in this
state during the previous cal endar year: PROVI DED, That the ((fee))
requl atory surcharge shall not exceed one-eighth of one percent of

receipts: PROVI DED FURTHER, That the mninmum ((fee)) requlatory
surcharge shall be one thousand doll ars.
(4) The reqgulatory surcharge shall not be included in any

retaliatory calculations pursuant to RCW48. 14. 040.

(5) The comm ssioner shall annually, on or before June 1, calculate
and bill each organi zation for the anmount of ((+Hs—+fee)) the requlatory
surcharge. ((Fees)) The regqulatory surcharge shall be due and payabl e
no |later than June 15 of each year: PROVI DED, That if the necessary
financial records are not available or if the anbunt of the | egislative
appropriation is not determned in tinme to carry out such cal cul ations
and bill such fees within the tine specified, the conm ssioner may use
the ((fee)) requlatory surcharge factors for the prior year as the
basis for the ((fees)) requlatory surcharge and, if necessary, the
comm ssi oner nmay i npose supplenental fees to fully and properly charge
the organizations. The penalties for failure to pay ((fees)) the
requl atory surcharge when due shall be the sanme as the penalties for
failure to pay taxes pursuant to RCW 48.14.060. The ((fees))
requl atory surcharge required by this section ((are)) is in addition to
all other taxes and fees now inposed or that may be subsequently
i nposed.
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((65»)) (6) Al noneys collected shall be deposited in the
i nsurance conm ssioner's regulatory account in the state treasury which
i's hereby created.

((66))) (7) Unexpended funds in the insurance conmm ssioner's
regul atory account at the close of a fiscal year shall be carried
forward in the insurance commi ssioner's regulatory account to the
succeeding fiscal year and shall be used to reduce future ((fees))
requl atory surcharges. During the 2003-2005 fiscal biennium the
| egi slature may transfer from the insurance conm ssioner's regulatory
account to the state general fund such anounts as reflect excess fund
bal ance in the account.

(8)(a) Each insurer may annually collect the regulatory surcharge
remtted in preceding years by recouping the anbunt from policyhol ders
of all kinds of insurance. The recoupnent shall be at a uniformrate
reasonably calculated to collect the regulatory surcharge remtted by
the insurer.

(b) If an insurer fails to collect the entire anpbunt of the
recoupnent in the first year under this section, it may repeat the
recoupnent procedure provided in this section in succeeding years until
the requlatory surcharge is fully collected or a de mnims anpunt
remai ns uncollected. Any such de mnims anount may be collected as
provided in this subsection.

(c)(i) The ampbunt and nature of any recoupnent shall be separately
stated on either a billing or policy declaration sent to an insured.

(i1) The anpbunt of the recoupnent shall not be considered prem um
for any purpose, including the premumtax or agents' conm SSions.

(d) An insurer may elect not to recoup the regulatory surcharge
from its insured when, for exanple, the expense of recouping the
reqgul atory surcharge would exceed the anpunt to be recouped. In such
case, the insurer may recoup the requlatory surcharge through its
rates. However, the insurer shall be obligated to remt the anpbunt not
recouped by election under this subsection and (c)(ii) of this
subsection does not apply.

Sec. 4. RCW48.14.040 and 1988 c 248 s 8 are each anended to read
as follows:

(1) If pursuant to the laws of any other state or country, any
taxes, licenses, fees, deposits, or other obligations or prohibitions,
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in the aggregate, or additional to or at a net rate in excess of any
such taxes, |licenses, fees, deposits or other obligations or
prohi bitions inposed by the laws of this state upon |ike foreign or
alien insurers and their agents and solicitors, are inposed on insurers
of this state and their agents doing business in such other state or
country, a like rate, obligation or prohibition may be inposed by the
comm ssioner, as to any itemor conbination of itens involved, upon al
insurers of such other state or country and their agents doi ng busi ness
inthis 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
deened to be domciled 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 domcile of the alien insurer shall be
deened to be the country under the laws of which it is forned.

(3) For the purposes of this section, the requlatory surcharge
i nposed by RCW 48.02.190 shall not be included in the calculation of
any retaliatory taxes, licenses, fees, deposits, or other obligations
or prohibitions inposed under this section.

~-- END ---
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