
WAC 284-23-580  Insurer must obtain and keep evidence that insur-
ed is a key person—Definition of "key person."  (1) If a business en-
tity seeks to be the owner and beneficiary of a contract of life in-
surance on an employee, the insurer must obtain and keep evidence that 
the business entity had an "insurable interest" in the life of the in-
sured as required by RCW 48.18.030(3) and that the insured was a "key 
person" at the time the contract was made.

(2) An insurer issuing employer-owned key person life insurance 
to a business entity shall establish and apply appropriate underwrit-
ing guidelines to ensure that the employees or other persons on whose 
lives key person life insurance policies are written are actually key 
persons.

(3) An insurer issuing employer-owned life insurance policies or 
certificates must keep or require the employer to keep throughout the 
period of insurance, evidence that the insured has applied for or con-
sented to the contract in writing. Consent requirements include, but 
are not limited to RCW 48.18.030, 48.18.060, and 48.18.580.

(4) If a contract of insurance is entered into pursuant to an ex-
change under Section 1035 of the Internal Revenue Code, an insurer is 
not required to obtain a new consent by the insured employee (as re-
quired at RCW 48.18.580(2)) only if the insurer to be replaced pro-
vides the replacing insurer with a copy of the original signed con-
sent.

(5) The term "key person" means a person that, during the year 
the contract was made, was:

(a) A director;
(b) A shareholder who owns more than five percent in value of the 

stock of the employer; or
(c) A "highly compensated individual" or "highly compensated em-

ployee" within the meaning of Internal Revenue Code sections 414(q), 
105(h) or 101(j), as applicable.
[Statutory Authority: RCW 48.02.060 and 48.18.586. WSR 08-01-076 (Mat-
ter No. R 2004-03), § 284-23-580, filed 12/17/07, effective 1/17/08.]
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