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In The Matter Of: 

GHOLAM REZA NIKZAD AND WOOD 
FINANCIAL SERVICES COMPANY, 

Appellants. 

OAH Docket No. 2013-INS-OOOGR 
Agency No. 13-0222 

FINDINGS OF FACT, 
CONCLUSIONS OF LAW, 
AND 
INITIAL ORDER 

I. ISSUES PRESENTED 

1.1 Did the Office of the Insurance Commissioner (OIC) waive, or is OIC 
estopped from asserting, strict compliance with the deadlines imposed by Chief 
Presiding Officer Patricia Petersen's ("Judge Petersen") November 5, 2012 Final· 
Order? 

1.2 If so, have Appellants complied with Judge Petersen's November 5, 2012 
Final Order? 

1.3 If not, do any penalties short of license revocation apply to Appellants as a 
result of Appellants' failure to comply with Judge Petersen's November 5, 2012 
Final Order? 

II. ORDER SUMMARY 

2.1 OIC did not waive, and is not estopped from asserting, strict compliance 
with the deadlines imposed by Judge Petersen's November 5, 2012 Final Order. 

2.2 Appellants have not substantially complied with Judge Petersen's 
November 5, 2012 Final Order. 

2.3 As a result of Appellants' failure to comply with Judge Petersen's 
November 5, 2012 Final Order, under RCW 48.17.530, Appellants' insurance 
producer licenses are revoked. 

Ill. HEARING 

3.1 Hearing Date: March 31, 2015 

OAH Docket No. 2013-INS-0006R 
Findings of Fact, Conclusions of Law, and Initial Order 
Page 1 of 10 

Office of Administrative Hearings 
949 Market Street, Suite 500 

Tacoma, WA 98402 
Tel: (253) 476-6888 • Fax: (253) 593-2200 



3.2 Admir;iistrat,ive Law Judge: Lisa N. W. Dublin 

3.3 Appellants: Gholam Reza Nikzad and Wood Financial Services Company 

3.3.1 Representative: Attorney James Schermer 

3.4 Agency: Office of the Insurance Commissioner ("OIC") 

3.4,1 Representative: Charles Brown, OIC Staff Attorney 

3.4.2 Witnesses: 

3.4.2.1 Mary Tunis 

3.4.2.2 Ira Harte 

3.5 Exhibits: OIC Exhibits 1-8 and 10-15 were again admitted into the record 
along with Exhibit 9. Appellants' Exhibits A-D were also admitted into the record. 

IV. FINDINGS OF FACT 

I find the following facts by a preponder<;1nce of the evidence: 

Jurisdiction 

4.1 An administrative hearing took place in this matter on September 24, 
2014. On November 24, 2014, the Initial Order issued, finding Appellants did not 
fully comply with Judge Petersen's November 5, 2012 Final Order, and revoking 
Appellants' insurance producer licenses. 

4.2 On or around December 12, 2014, Appellants appealed the Initial Order, 
and on January 15, 2015, OIC issued an Order Remanding for Further 
Proceedings. 

October 28, 2013 Investigation 

4.3 The Findings of Fact made in the Initial Order are incorporated herein by 
reference. Of particular relevance are Paragraphs 4.1 O through 4.16 regarding 
Financial Legal Examiner (FLE) Portacio's April 2013 follow-up investigation of 
Appellants' compliance with Judge Petersen's November 5, 2012 Final Order, 
and her July 8, 2013 report finding Appellants had not complied. 

II 
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4.4 While their appeal of the July 23, 2013 license revocation was pending, on 
or around August 7, 2013, Appellants asked OIC for a hearing to stop the 
revocation process, claiming they could have all the ordered items completed 
within thirty days. See Ex. 9, p.2. On October 28, 2013, OIC Financial Legal 
Examiner (FLE) Ira Harte conducted a follow-up examination of Appellants to 
determine if they had completed the remaining tasks Judge Petersen ordered. 
These tasks were: 

(1) Transfer all of their general agency accounts to a properly licensed 
insurance producer who is not affiliated with [Appellants], and take no 
new general agency account business; 

(2) Provide OIC with organized clear evidence, to the satisfaction of OIC, 
that [Appellants] received, identified, deposited and handled all 
premium credits received in calendar year 2009 - specifically premium 
credits received as a result of cancellations, endorsements and 
overpayments - and promptly and properly returned these funds to 
their customers or other persons entitled thereto; and 

(3) Maintain their accounts and records relating to all of their insurance 
business in full compliance with all provisions of the Insurance Code 
and regulations. 

Ex. 9, pp. 2-3. 

4.5 On October 28, 2013, FLE Harte examined Appellants' records and 
determined the following: 

(1) Instead of transferring their existing general agency accounts to an 
unaffiliated, licensed insurance producer, Appellants transferred these 
accounts to an affiliated insurance producer, Top Notch Solutions, Inc. 
("Top Notch"). Because Appellants, as affiliates of Top Notch, could 
represent Top Notch and act on behalf of Top Notch, Appellants could 
continue to maintain a relationship with these general agency 
accounts .. 

(2) Of the $4,465.58 in premium credits Appellants owed to a total of 
eighteen insureds according to Griffin Underwriting Services, 
Appellants refunded only $805.46 amongst four of the eighteen 
insureds. This left $3,660.12 owing to a total of fourteen insureds as of 
September 30, 2013. 

(3) Appellants still had no records allowing FLE Harte to determine that 
Appellants deposited customers' premium funds and returned premium 
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funds into Appellants' separate premium bank account, in violation of 
Chapter 48.17 RCW and Chapter 284~12 WAC. Appellants still did not 
reconcile the premium account to ensure they covered account 
shortages, in violation of Chapter 48.12 RCW and Chapter 284-12 
WAC, resulting in $504 in overdraft and returned check fees for 
September 2013. Appellants still commingled their premium account 
with their operating account, paying a business expense from the 
premium account, in violation of Chapter 48.12 RCW and Chapter 284-
12 WAC. 

Ex. 9, pp. 3-4. FLE Harte's report concluded, "Based upon the results of the 
examination tests performed, the Licensees failed to comply with all three 
requirements of the Final Order issued on November 5, 2012." Ex. 9, p.5. 

4.6 · Regarding the general agency accounts transferred to Top Notch, Mr. 
Nikzad testified that he had no financial relationship with Top Notch, never acted 
as an agent of Top Notch, and did not know he was affiliated with Top Notch until 
the present hearing. However, this testimony is not credible, given that Mr. · 
Nikzad admitted he received a check from Top Notch "last year" for 
approximately $500.00, and that the owner of Top Notch is a former agent of 
Appellants' who did Appellants a favor by taking these accounts that allegedly no 
other agencies would take. 

4. 7 .Regarding the unreturned premium credits, although Appellants mailed 
premium refund checks to all 18 customers shortly before FLE Harte arrived on 
October 28, 2013, only four had been cashed at. the time of FLE Harte's October 
28, 2013 investigation. Of the 18 checks, six were ultimately cashed, three were 
returned uncashed, and nine were neither cashed nor returned. Appellants have 
since given the amount of the uncashed checks to the Department of Revenue 
as unclaimed property. 

4.8 Regarding recordkeeping, Appellants admittedly have not and do not 
maintain a bookkeeping system detailing specific premium deposits and 
corresponding sweeps. Appellants acquired and implemented HawkSoft, an 
electronic client management system for insurance agencies, in approximately 
Spring 2014. When Appellants forward completed insurance applications to 
insurance companies, the insurance companies set up client accounts in 
HawkSoft and record premium payments and credits. Appellants believe that 
HawkSoft, combined with bank statements showing deposits and corresponding 
sweeps, amount to sufficient, if not double-entry, recordkeeping to comply with 
the Insurance Code. 

4.9 Regarding the overdraft charges and returned check fees, Appellants had 
no explanation for these. However, Mr. Nikzad now allegedly checks his bank 
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accounts every morning at 5:00 a.m. and if the premium account needs cash, he 
transfers funds into it from his operating account. 

4.1 O Regarding the use of the premium account to pay a business expense in 
September 2013, this was allegedly the bank's fault. However, the bank has 
since fixed this error, and Appellants have allegedly not suffered a similar error 
since. Despite this, in January 2015, Appellants commingled their premium and 
operating bank accounts, depositing relatively large, evenly-rounded sums of 
money from their operating account into their premium account on various dates 
to ensure sufficient funds in the premium account to cover insurer sweeps. See 
page one of Appellants' premium account statement for January 2015 attached 
as Exhibit B. Because the deposits are evenly rounded, and because Appellants 
do not maintain their own accounting records, neither Appellants nor OIC are 
able to track individual client funds (improperly) deposited into either account, or 
to .determine the basis for service charges (see service charge of $21.35, Ex. B, 
p.5). 

Procedural History 

4.11 Following Appellants' appeal of their July 2013 license revocations to the 
Office of Administrative Hearings (OAH), on December 18, 2013 Administrative 
Law Judge (ALJ) Steven Smith with the Office of Administrative Hearings (OAH) 
conducted an initial prehearing conference in this matter. In his Prehearing 
Conference Order, ALJ Smith stated the issues for evidentiary hearing as 
whether Appellants violated Washington law as stated in OIC's July 23, 2013 
Order Revoking License, and if so, what were the appropriate penalties. 
Because these issues had already been determined by Judge Petersen in her 
November 5, 2012 Final Order, and Appellants had not appealed that Final 
Order, ALJ Smith's issue statements were unnecessarily broad. 

4.12 On April 23, 2014, the first day of hearing in this matter, to properly control 
the scope of the hearing, ALJ Smith declined to admit evidence of post
revocation efforts to comply with Judge Petersen's November 5, 2012 Final 
Order and come into legal compliance. Because the digital recording of this 
hearing was lost, ALJ Smith directed the parties to brief the issue of the 
admissibility of post-revocation evidence, and scheduled the evidentiary hearing 
to resume September 24, 2014, five months after the hearing initially began. 

4.13 Because ALJ Smith subsequently left OAH, I, the undersigned, with the 
parties' agreement, started the evidentiary hearing anew on September 24, 2014. 
In continuing to control the scope of the hearing, I affirmed ALJ Smith's ruling on 
the admission of post-revocation evidence. On November 24, 2014, I issued an 
Initial Order affirming OIC's July 2013 revocation order, finding Appellants did not 
fully comply with Judge Petersen's November 5, 2012 Final Order. 
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4.14 Appellants appealed the Initial Order, and on January 21, 2015, OIC 
Reviewing Officer George Finkle issued an Order Remanding for Further 
Proceedings. In this remand order, Reviewing Officer Finkle determined that, 
because of ALJ Smith's broad issue statements, that post-revocation evidence of 
compliance along with mitigation evidence should have been considered. The 
present proceeding ensued. 

V. CONCLUSIONS OF LAW 

Based upon the foregoing Findings of Fact, I make the following 
Conclusions of Law: 

Jurisdiction 

5.1 I have jurisdiction to hear and decide this matter under chapters 48.04 and 
34.05 RCW; and chapters 10-08 and 284-02 WAC. 

OIC is not estopped from asserting, and did not waive, strict 
compliance with Judge Petersen's November 5, 2012 Final Order. 

5.2 Equitable estoppel prevents a party from taking a position inconsistent 
with a previous one where inequitable consequences would result to a party who 
has justifiably and in good faith relied. Si/verstreak, Inc. v. Washington State 
Dept. of Labor and Industries, 159 Wn.2d 868, 887 (2007), citing Kramarevcky v. 
Dept. of Soc. & Health Servs., 122 Wn.2d 738, 743 (1993). 

5.3 When equitable estoppel is asserted against the government, the 
party asserting estoppel must establish five elements by clear, 
cogent, and convincing evidence: (1) a statement, admission, or act 
by the party to be estopped, which is inconsistent with its later 
claims; (2) the asserting party acted in reliance upon the statement 
or action; (3) injury would result to the asserting party if the other 
party were allowed to repudiate its prior statement or action; (4) 
estoppel is "necessary to prevent a manifest injustice"; and (5) 
estoppel will not impair governmental functions. 

Silverstreak, Inc., at 888, citing Kramarevcky at 743. 

5.4 Equitable estoppel must be shown by clear, cogent and convincing 
evidence. Lybbert v. Grant Cty., State of Washington, 141 Wn.2d 29, 35 (2000), 
citing Berschauer/Phi/lips Constr. Co. v. Seattle School Dist. No. 1, 124 Wn.2d 
816, 831 (1994). 
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5.5 A waiver is the intentional and voluntary relinquishment of a known right, 
or such conduct as warrants an inference of the relinquishment of such right. 
Birkeland v. Corbett, 51 Wn.2d 554, 565 (1958). The person against whom a 
waiver is claimed must have intended to relinquish the right, advantage, or 
benefit, and his actions must be inconsistent with any other intention than to 
waive them. To constitute a waiver other than by express agreement, there must 
be unequivocal acts evidencing an intent to waive. Id. 

5.6 To establish equitable estoppel, Appellants must first show by clear, 
cogent, and convincing evidence, that OIC said or did something after Judge 
Petersen issued her November 5, 2012 Final Order that is inconsistent with its 
later action to enforce that Final Order. According to Appellants, as of April 2013, 
when FLE Portacio conducted her investigation, Appellants no longer had to 
provide OIC clear evidence that they properly. handled all premium credits 
received in 2009, and promptly and properly return these funds, because FLE 
Portacio required Appellants to pay premium credits only to the Griffin 
Underwriting Services ("Griffin") clients she identified, in the amount of $4,465.58 
that she determined Appellants owed them. 

5.7 However, Appellants have produced no evidence other than conjecture to 
establish that identifying the Griffin clients and the premium credits owed them, 
and giving this information to Appellants, was inconsistent with the later 
enforcement of Judge Petersen's November 5, 2012 Final Order. Rather, the 
terms of FLE Portacio's April 2013 investigative report clearly state Appellants 
failed to reconstruct their agency records regarding premium credits for 2009 as 
the Final Order required, and that she was able to independently identify over 
$4,000.00 in premium credits that Appellants owed simply to Griffin clients. 
Clear, cogent and convincing evidence on record shows that, in giving Appellants 
the information about Griffin clients and following up on Appellants' repayment 
efforts, FLE Portacio acted consistently with, and in furtherance of, the July 2013 
enforcement of Judge Petersen's November 5, 2012 Final Order, not 
inconsistently. · 

5.8 In failing to establish the threshold requirement of a statement or act by 
DIC that was inconsistent with its later enforcement of the November 5, 2012 
Final Order, Appellants have not established that DIC is equitably estopped from 
enforcing Judge Petersen's November 5, 2012 Final Order. 

5.9 Similarly, Appellants have produced no evidence that FLE Portacio, on 
behalf of OIC, intentionally and voluntarily waived OIC's right to enforce Judge 
Petersen's November 5, 2012 Final Order by calling attention to premium refunds 
Appellants owed, and following up to make sure Appellants paid them. Even if 
FLE Portacio had the authority to waive the provisions of Judge Petersen's 
November 5, 2012 Final Order, as stated above, FLE Portacio acted far more 
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consistently with enforcing the Final Order than with waiving it. In addition, in 
August 2013, Appellants validated the continued effectiveness of the terms of 
Judge Petersen's November 5, 2012 Final Order by asking OIC to halt the 
revocations, stating they could fully comply with the Final Order within 30 days. 
Consequently, Appellants have not established that OIC waived the right to 
enforce Judge Petersen's November 5, 2012 Final Order. 

Appellants have still not complied with Judge Petersen's November 
5, 2012 Final Order. 

5.10 Even if Appellants could produce sufficient evidence to establish that FLE 
Portacio limited Appellants' premium credit repayment requirement to the Griffin 
clients and the amounts that she -- not Appellants - identified, Appellants have 
not shown that OIC is estopped from enforcing the remaining requirements of the 
Final Order, which Appellants to this date have not met. Appellants admittedly 
failed to transfer their general accounts to an unaffiliated insurance producer, 
admittedly failed to reconstruct their premium account for 2009 to show they 
received,· identified, deposited and handled all premium credits received, and 
admittedly failed to maintain an accounting system that complies with the 
Insurance Code. 

5.11 Appellants argue they have now substantially complied with Judge 
Petersen's November 5, 2012 Final Order, in that they (1) have transferred their 
general agency accounts to an affiliated, not unaffiliated, insurance producer, 
and have no ongoing involvement with those accounts, (2) have now properly 
dispersed the $4,465.58 that FLE Portacio showed they owed to Griffin clients, 
(3) use HawkSoft to manage their customer accounts, and (4) keep a daily eye 
on their premium bank account to ensure it is not overdrawn. However, 
Appellants still do not and cannot track individual premium deposits directly into 
their premium account with matching sweeps by insurers. Relying on bank 
statements and insurer's records to piece together client deposits and credits 
post-hoc does not constitute an accounting system that complies with the 
Insurance Code. In addition, Appellants' bank statements for early 2015 clearly 
establish that Appellants continue to commingle their business operations and 
insurance premium bank accounts. 

5.12 Appellants thus have not yet complied, nor substantially complied, with 
Judge Petersen's November 5, 2012 Final Order. Given (a) the two and a half 
years that have elapsed since Judge Petersen's November 5, 2012 Final Order, 
(b) the state of Appellants' banking and recordkeeping to date, and (c) 
Appellants' misguided mindset that they have substantially complied with the 
Final Order, it is unclear whether Appellants are capable of ever complying with 
the Final Order. 
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License revocation is the only proper penalty for Appellants' failure 
to comply with Judge Petersen's November 5, 2012 Final Order. 

5.13 Appellants hqve had years to comply with Judge Petersen's November 5, 
2012 Final Order, and have not done so despite increased scrutiny by OIC and 
Appellants' participation in the present administrative appeal process. Appellants 
argue that if a penalty must apply, that a penalty short of license revocation for 
both Appellants is appropriate, e.g. probation pending a subsequent audit, or 
revoking only the insurance producer's license of Appellant Wood Financial 
Services Company. However, given that significant amounts of time have so far 
not enabled Appellants to properly operate their insurance business, a further 
probationary period and subsequent audit is unlikely to prove effective. · Further, 
to continue as a licensed insurance producer, Mr. Nikzad must have some ability 
to manage premiums and recordkeeping, and may still engage in the 
management functions of any insurance company he works for. 

5.14 Because Appellants did not and still have not fully complied with Judge 
Petersen's November 5, 2012 Final Order, and because any penalty short of 
revoking both Appellants' insurance producer licenses leaves Washington 
consumers at continued risk, Appellants' insurance producer licenses are hereby 
revoked under RCW 48.17.530(3). 

INITIAL ORDER 

IT IS HERBY ORDERED THAT: 

1. The insurance producer licenses of Gholam Reza Nikzad and Wood 
Financial Services Company are revoked. 

2. OIC's Order Revoking License, No. 13-0222 is AFFIRMED. 

Signed and Issued at Tacoma, Washington, on the date of mailing. 
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NOTICE OF APPEAL RIGHTS - PLEASE READ CAREFULLY 

Final Order: 
An initial order does not become a final order until the Insurance 

Commissioner reviews it.1 The Insurance Commissioner's Chief Hearing Officer 
will automatically review this matter and issue a final order. 

Petition for Review: 

In addition to the automatic review, any party may file a Petition for Review_ 2 If 
you file a Petition for Review, the Chief Hearing Officer will consider your specific 
objections to the Initial Order and your arguments for a different result. 

You must file your Petition for Review with the Office of the Insurance 
Commissioner (OIC) within twenty (20) days of the date OAH mailed the Initial 
Order.3 "File" means served on all other parties and delivered during business 
hours.4 Mail a copy to the other parties at the addresses in the Certificate of 
Mailing below. 

The Petition for Review must specify all parts of the Initial Order that you dispute 
and the evidence that supports the Petition. 5 Other parties may file a reply to the 
Petition within 1 O days after the petitioner serves the Petition.6 

Deliver the Petition for Review and Reply to the following address: 

Office of Insurance Commissioner 
Chief Hearing Officer 
Hearings Unit, OIC 
PO Box40255 
Olympia, WA 98504-0255 

CERTIFICATION OF MAILING IS ATTACHED 

1 WAC 284-02-070(2)(c)(i). 
'RCW 34.05.464; WAC 10-08-211. 
'WAC 10-08-211. 
'WAC 10-08-110. 
'WAC 10-08-211 (3). 
'WAC 10-08-211(4). 
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CERTIFICATE OF SERVICE FOR OAH DOCKET NO. 2013-INS-OOOGR 

certify that true copies of this document were served from Tacoma, Washington. upon the 
following as indicated: 

Gholam Reza Nikzad 
14404 SE 15th Street 
Bellevue, WA 98007 

James Schermer 
Mosler Schermer& Jacobs 
1001 Fourth Avenue, Suite4105 
Seattle, WA98154 

Charles Brown 
OIC Staff Attorney 

Office of the Insurance Commissioner 
Legal Affairs Division 
PO Box40255 

Olympia, WA 98504 

Chief Hearing Officer 
Hearings Unit, OIC 
PO Box40255 
Olympia, WA 98504 

Date: Friday, May 15, 2015 
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0 First Class Mail, Postage Prepaid 
D Certified Mail, Return Receipt 
D Hand Delivery via Messenger 
o Campus Mail 
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D Hand Delivery via Messenger 
o Campus Mail 
D Facsimile 
DE-mail 
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o Facsimile 
o E-mail 
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D Campus Mail 
D Facsimile 
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Legal Secretary 
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