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ENGROSSED SUBSTI TUTE HOUSE BI LL 1899

AS AMENDED BY THE SENATE
Passed Legislature - 1997 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By House Commttee on Financial Institutions & Insurance (originally
sponsored by Representatives Zellinsky, L. Thomas, Carrell, Wl fe,
Grant and Sul |'ivan)

Read first tine 02/ 26/97.

AN ACT Relating to life insurance illustrations; adding a new
chapter to Title 48 RCW prescribing penalties; and providing an
effective date.

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

NEW SECTION. Sec. 1. The purpose of this chapter is to provide
standards for life insurance policy illustrations that will protect
consuners and foster consuner education by providing illustration
formats, prescribing standards to be followed when illustrations are
used, and specifying the disclosures that are required in connection
with illustrations. The goals of these standards are to ensure that
illustrations do not m slead purchasers of life insurance and to nmake
illustrations nore understandable. Insurers wll, as far as possible,
elimnate the use of footnotes and caveates and define terns used in
the illustration in |anguage that would be understood by a typica
person within the segnment of the public to which the illustration is
di rect ed.

NEW SECTI ON. Sec. 2. This chapter applies to all group and
individual life insurance policies and certificates except:
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(1) Variable life insurance;

(2) Individual and group annuity contracts;

(3) Credit life insurance; or

(4) Life insurance policies wwth no illustrated death benefits on
any individual exceeding ten thousand doll ars.

NEW SECTI O\ Sec. 3. The definitions in this section apply
t hroughout this chapter unless the context requires otherw se.

(1) "Actuarial standards board" neans the board established by the
Anmerican acadeny of actuaries to develop and adopt standards of
actuarial practice.

(2) "Contract prem uni neans the gross premumthat is required to
be paid under a fixed premumpolicy, including the premumfor a rider
for which benefits are shown in the illustration.

(3) "Currently payable scale”" neans a scale of nonguaranteed
elements in effect for a policy formas of the preparation date of the
illustration or declared to becone effective within the next ninety-

five days.

(4) "Disciplined current scale" nmeans a scale of nonguaranteed
el ements constituting a limt on illustrations currently being
illustrated by an insurer that is reasonably based on actual recent
hi storical experience, as certified annually by anillustration actuary
designated by the insurer. Further guidance in determning the

di sciplined current scale as contained in standards established by the
actuarial standards board may be relied upon if the standards:

(a) Are consistent with all provisions of this chapter;

(b) Limt a disciplined current scale to reflect only actions that
have al ready been taken or events that have already occurred;

(c) Do not permt a disciplined current scale to include any
projected trends of inprovenents in experience or any assuned

i nprovenents in experience beyond the illustration date; and

(d) Do not permt assuned expenses to be | ess than m ni nrum assuned
expenses.

(5) "Ceneric nanme" nmeans a short title descriptive of the policy
being illustrated, such as whole life, termlife, or flexible prem um

adj ustable life.

(6) "CGuaranteed elenments" neans the premuns, benefits, values,
credits, or <charges under a policy of I|ife insurance that are
guaranteed and determ ned at issue.

ESHB 1899 p. 2
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(7) "Nonguar anteed el enents" neans the prem uns, benefits, val ues,

credits, or charges under a policy of life insurance that are not
guaranteed or not determ ned at issue.

(8) "lllustrated scale" neans a scale of nonguaranteed el enents
currently being illustrated that is not nore favorable to the policy

owner than the | esser of:

(a) The disciplined current scale; or

(b) The currently payabl e scal e.

(9) "Illustration" nmeans a presentation or depiction that includes
nonguar ant eed el ements of a policy of life insurance over a period of
years and that is one of the three types defined bel ow

(a) "Basic illustration” neans a |edger or proposal used in the
sale of a I|ife insurance policy that shows both guaranteed and
nonguar ant eed el enents.

(b) "Supplenmental illustration” means an illustration furnished in
additionto a basic illustration that neets the applicable requirenments
of this chapter, and that may be presented in a format differing from
the basic illustration, but may only depict a scale of nonguaranteed
elements that is permtted in a basic illustration.

(c) "In-force illustration" neans an illustration furnished at any

time after the policy that it depicts has been in force for one year or
nor e.

(10) "Illustration actuary" neans an actuary neeting the
requi renents of section 10 of this act who certifies to illustrations
based on the standard of practice adopted by the actuarial standards
boar d.

(11) "Lapse-supported illustration" neans an illustration of a
policy formfailing the test of self-supporting, as defined in this
section, under a nodified persistency rate assunpti on usi ng persi stency
rates underlying the disciplined current scale for the first five years
and one hundred percent policy persistency thereafter.

(a) "M ni mum assuned expenses” neans the m ni num expenses that my
be used in the calculation of the disciplined current scale for a
policy form The insurer may choose to designate each year the nethod
of determning assunmed expenses for all policy fornms from the
fol | ow ng:

(1) Fully allocated expenses;

(1i) Marginal expenses; and
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(1i1) Agenerally recogni zed expense tabl e based on fully all ocated
expenses representing a significant portion of insurance conpanies and
approved by the national association of insurance conm ssioners.

(b) Margi nal expenses nmay be used only if greater than a generally
recogni zed expense table. |f no generally recognized expense table is
approved, fully allocated expenses nust be used.

(12) "Nonterm group life" nmeans a group policy or individual
policies of life insurance issued to nenbers of an enployer group or
other permtted group where:

(a) Every plan of coverage was selected by the enpl oyer or other
group representative;

(b) Some portion of the premumis paid by the group or through
payrol | deduction; and

(c) Goup underwiting or sinplified underwiting i s used.

(13) "Policy owner" neans the owner nanmed in the policy or the
certificate holder in the case of a group policy.

(14) "Premum outlay" neans the anmount of prem um assuned to be
paid by the policy owner or other prem um payer out-of-pocket.

(15) "Self-supporting illustration”™ neans an illustration of a
policy form for which it can be denonstrated that, when using
experience assunptions underlying the disciplined current scale, for
all illustrated points in time on or after the fifteenth policy
anni versary or the twentieth policy anniversary for second-or-| ater-to-
die policies, or upon policy expiration if sooner, the accumul ated
val ue of all policy cash flows equal s or exceeds the total policy owner
val ue avail abl e. For this purpose, policy owner value wll include
cash surrender values and any other illustrated benefit anounts
avai l abl e at the policy owner’s el ection.

NEWSECTION. Sec. 4. (1) Each insurer marketing policies to which
this chapter is applicable shall notify the conm ssioner whether a

policy formis to be marketed with or without an illustration. For al
policy forns being actively nmarketed on the effective date of this act,
the insurer shall identify in witing those fornms and whet her or not an

illustration will be used wwth them For policy forns filed after the
effective date of this act, the identification shall be made at the
time of filing. Any previous identification may be changed by notice
to the comm ssioner.

ESHB 1899 p. 4
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(2) If the insurer identifies a policy formas one to be marketed
without an illustration, any use of an illustration for any policy
using that formprior to the first policy anniversary is prohibited.

(3) If a policy formis identified by the insurer as one to be

marketed with an illustration, a basic illustration prepared and
delivered in accordance with this chapter is required, except that a
basic illustration need not be provided to individual nenbers of a

group or to individuals insured under multiple |lives coverage issued to
a single applicant wunless the <coverage is marketed to these

individuals. The illustration furnished an applicant for a group life
i nsurance policy or policies issued to a single applicant on nultiple
lives my be =either an individual or conposite illustration

representative of the coverage on the lives of nenbers of the group or
the nultiple lives covered.

(4) Potential enrollees of nonterm group life subject to this
chapter shall be furnished a quotation with the enrollnment material s.
The quotation shall show potential policy values for sanple ages and
policy years on a guarant eed and nonguar ant eed basi s appropriate to the

group and the coverage. This quotation is not considered an
illustration for purposes of this chapter, but all information provided
shall be consistent with the illustrated scale. A basic illustration
shall be provided at delivery of the certificate to enrollees for
nonterm group life who enroll for nore than the mninmm prem um
necessary to provide pure death benefit protection. |In addition, the
i nsurer shall make a basic illustration avail able to any nonterm group

life enrollee who requests it.

NEW SECTION. Sec. 5. (1) An illustration used in the sale of a
life insurance policy shall satisfy the applicable requirenents of this
chapter, be clearly labeled "life insurance illustration,” and contain
the foll owi ng basic information:

(a) Nanme of insurer;

(b) Name and busi ness address of producer or insurer’s authorized
representative, if any;

(c) Nane, age, and sex of proposed insured, except where a
conposite illustration is permtted under this chapter;

(d) Underwriting or rating classification wupon which the
illustration is based;

p. 5 ESHB 1899
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(e) Ceneric nane of policy, the conpany product nane, if different,
and form nunber;

(f) Initial death benefit; and

(g) Dyvidend option election or application of nonguaranteed
el enents, if applicable.

(2) When using an illustration in the sale of a life insurance
policy, aninsurer or its producers or other authorized representatives
shal | not:

(a) Represent the policy as anything other than |ife insurance
policy;

(b) Use or describe nonguaranteed elenents in a manner that is
m sl eadi ng or has the capacity or tendency to m sl ead;

(c) State or inply that the paynent or anmount of nonguaranteed
el emrents i s guaranteed,;

(d) Use an illustration that does not conply with the requirenents
of this chapter;

(e) Use an illustration that at any policy duration depicts policy
performance nore favorable to the policy owner than that produced by
the illustrated scale of the insurer whose policy is being illustrated;

(f) Provide an applicant with an inconplete illustration;

(g) Represent in any way that prem umpaynents will not be required
for each year of the policy in order to maintain the illustrated death

benefits, unless that is the fact;

(h) Use the term"vani sh" or "vanishing premum"™ or asimlar term
that inplies the policy becones paid up, to describe a plan for using
nonguar anteed el enents to pay a portion of future prem uns;

(1) Except for policies that can never develop nonforfeiture

val ues, use an illustration that is "l apse-supported"; or
(J) Use an illustration that is not "self-supporting.”
(3) If an interest rate used to determne the illustrated

nonguar anteed elenents is shown, it shall not be greater than the
earned interest rate underlying the disciplined current scale.

NEWSECTION. Sec. 6. (1) Abasic illustration shall conformwth
the foll owm ng requirenents:

(a) The illustration shall be | abeled with the date on which it was
pr epar ed.

(b) Each page, including any expl anatory notes or pages, shall be
nunbered and showits relationship to the total nunber of pages in the

ESHB 1899 p. 6
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illustration (for exanple, the fourth page of a seven-page illustration
shal | be | abel ed "page 4 of 7 pages").

(c) The assuned dates of paynment recei pt and benefit payout within
a policy year shall be clearly identified.

(d) If the age of the proposed insured is shown as a conponent of

the tabul ar detail, it shall be issue age plus the nunbers of years the
policy is assuned to have been in force.
(e) The assunmed paynents on which the illustrated benefits and

val ues are based shall be identified as prem um outlay or contract
premum as applicable. For policies that do not require a specific
contract premum the illustrated paynents shall be identified as
prem um out | ay.

(f) Guaranteed death benefits and val ues avail abl e upon surrender,
if any, for theillustrated prem umoutlay or contract prem umshall be
shown and cl early | abel ed guarant eed.

(g) If the illustration shows any nonguaranteed elenents, they
cannot be based on a scale nore favorable to the policy owner than the
insurer’s illustrated scale at any duration. These elenents shall be
clearly | abel ed nonguar ant eed.

(h) The guaranteed elenents, if any, shall be shown before
correspondi ng nonguar ant eed el enents and shall be specifically referred
to on any page of an illustration that shows or describes only the
nonguar anteed elenents (for exanple, "see page one for guaranteed
el enents").

(1) The account or accumul ation value of a policy, if shown, shal
be identified by the nanme this value is given in the policy being
illustrated and shown in close proximty to the correspondi ng val ue
avai | abl e upon surrender.

(Jj) The val ue avail abl e upon surrender shall be identified by the
name this value is given in the policy being illustrated and shall be
t he anount available to the policy owner in a lunp sumafter deduction
of surrender charges, policy loans, and policy loan interest, as
appl i cabl e.

(k) I'l'lustrations may show policy benefits and val ues i n graphic or
chart formin addition to the tabular form
(I') Any illustration of nonguaranteed el enents shall be acconpani ed

by a statenent indicating that:
(1) The benefits and val ues are not guaranteed,;

p. 7 ESHB 1899
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(1i) The assunptions on which they are based are subject to change
by the insurer; and
(ti1) Actual results may be nore or |ess favorable.

(m If the illustration shows that the prem um payer may have the
option to allow policy charges to be paid using nonguaranteed val ues,
the illustration nmust clearly disclose that a charge continues to be

required and that, depending on actual results, the prem um payer may
need to continue or resunme premumoutlays. Simlar disclosure shal
be made for premumoutlay of | esser anounts or shorter durations than
the contract premum |f a contract premumis due, the prem umoutlay
di splay shall not be left blank or show zero unl ess acconpani ed by an
asterisk or simlar mark to draw attention to the fact that the policy
is not paid up

(n) If the applicant plans to use dividends or policy values
guar anteed or nonguaranteed, to pay all or a portion of the contract
prem um or policy charges, or for any other purpose, the illustration
may reflect those plans and the inpact on future policy benefits and
val ues.

(2) A basic illustration shall include the foll ow ng:

(a) A brief description of the policy being illustrated, including
a statement that it is a life insurance policy;

(b) A brief description of the prem umoutlay or contract prem um
as applicable, for the policy. For a policy that does not require
paynment of a specific contract premum the illustration shall showthe
prem umoutl ay that nust be paid to guarantee coverage for the term of
the contract, subject to maxinmum prem uns allowable to qualify as a
life insurance policy under the applicable provisions of the internal
revenue code;

(c) Abrief description of any policy features, riders, or options,
guar anteed or nonguaranteed, shown in the basic illustration and the
i npact they may have on the benefits and val ues of the policy;

(d) ldentification and a brief definition of columm headi ngs and

key terns used in the illustration; and

(e) A statenent containing in substance the follow ng: "This
illustration assunes that the currently illustrated, nonguaranteed
el ements will continue unchanged for all years shown. This is not

likely to occur, and actual results may be nore or | ess favorabl e than
t hose shown. "

ESHB 1899 p. 8
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(3)(a) Follow ng the narrative summary, a basic illustration shal
include a numeric summary of the death benefits and values and the
prem umoutlay and contract prem um as applicable. For a policy that
provides for a contract premum the guaranteed death benefits and
val ues shall be based on the contract premum This sumrary shall be
shown for at least policy years five, ten, and twenty and at age
seventy, if applicable, on the three bases shown below. For nultiple
life policies the sunmary shall show policy years five, ten, twenty,

and thirty.
(1) Policy guarantees;
(1i) Insurer’s illustrated scal e;
(ti1) Insurer’s illustrated scale used but wth the nonguarant eed

el ements reduced as foll ows:

(A) Dividends at fifty percent of the dividends contained in the
illustrated scal e used;

(B) Nonguaranteed credited interest at rates that are the average
of the guaranteed rates and the rates contained in the illustrated
scal e used; and

(© Al nonguaranteed charges, including but not limted to, term
i nsurance charges and nortality and expense charges, at rates that are
the average of the guaranteed rates and the rates contained in the
illustrated scal e used.

(b) I'n addition, if coverage would cease prior to policy maturity
or age one hundred, the year in which coverage ceases shall be
identified for each of the three bases.

(4) Statenents substantially simlar to the followng shall be
i ncluded on the sanme page as the nuneric summary and signed by the
applicant, or the policy owner in the case of an illustration provided
at tinme of delivery, as required in this chapter.

(a) A statenent to be signed and dated by the applicant or policy
owner reading as follows: "I have received a copy of this illustration
and understand that any nonguaranteed el enents illustrated are subject
to change and could be either higher or lower. The agent has told ne
they are not guaranteed.”

(b) A statenent to be signed and dated by the i nsurance producer or
ot her authorized representative of the insurer reading as follows: "I
certify that this illustration has been presented to the applicant and
that | have expl ai ned that any nonguaranteed el enents illustrated are

p. 9 ESHB 1899



© 00 N O Ol WDN P

N NNNNNNRRRRRRRRRR
o O A W NP O OO0 ~NOO” OO A WDN PP O

27
28
29
30
31
32
33
34
35
36
37
38

subj ect to change. | have nmade no statenents that are inconsistent
with the illustration.”

(5 (a) A basic illustration shall include the following for at
| east each policy year fromone to ten and for every fifth policy year
thereafter ending at age one hundred, policy maturity, or final
expiration; and except for terminsurance beyond the twentieth year,
for any year in which the premum outlay and contract premum if
applicable, is to change:

(i) The premiumoutlay and node the applicant plans to pay and the
contract premum as applicable;

(i1) The correspondi ng guar ant eed deat h benefit, as provided in the
policy; and

(1i1) The correspondi ng guar ant eed val ue avail abl e upon surrender,
as provided in the policy.

(b) For a policy that provides for a contract premum the
guaranteed death benefit and value avail able upon surrender shall
correspond to the contract prem um

(c) Nonguaranteed elenents my be shown if described in the
contract. In the case of an illustration for a policy on which the
insurer intends to credit term nal dividends, they may be shown if the
insurer’s current practice is to pay termnal dividends. I f any
nonguar anteed elenents are shown, they nust be shown at the sane
durations as the correspondi ng guaranteed elenents, if any. If no
guaranteed benefit or value is available at any duration for which a
nonguar ant eed benefit or value is shown, a zero shall be displayed in
t he guaranteed col um.

NEW_ SECTI O\ Sec. 7. (1) A supplenental illustration may be
provi ded so | ong as:

(a) It is appended to, acconpanied by, or preceded by a basic
illustration that conplies with this chapter;

(b) The nonguar ant eed el enents shown are not nore favorable to the
policy owner than the correspondi ng el enents based on the scal e used in
the basic illustration;

(c) It contains the sane statenent required of a basic illustration
t hat nonguaranteed el enents are not guaranteed; and

(d) For a policy that has a contract prem um the contract prem um
underlying the supplenmental illustration is equal to the contract
prem um shown in the basic illustration. For policies that do not

ESHB 1899 p. 10
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require a contract premum the premum outlay underlying the

suppl enmental illustration shall be equal to the prem umoutlay shown in
the basic illustration.

(2) The supplenental illustration shall include a notice referring
to the basic illustration for guaranteed el enents and ot her inportant

i nf ormati on.

NEWSECTION. Sec. 8. (1)(a) If abasicillustrationis used by an
i nsurance producer or other authorized representative of the insurer in
the sale of a life insurance policy and the policy is applied for as
illustrated, a copy of that illustration, signed in accordance wth
this chapter, shall be submtted to the insurer at the tinme of policy
application. A copy shall also be provided to the applicant.

(b) If the policy is issued other than as applied for, a revised

basic illustration conformng to the policy as issued shall be sent
with the policy. The revised illustration shall conform to the
requi renents of this chapter, be | abeled "revised illustration,"” and be

si gned and dated by the applicant or policy ower and producer or other
aut hori zed representative of the insurer no later than the tine the
policy is delivered. A copy shall be provided to the insurer and the
policy owner.

(2)(a) If noillustration is used by an i nsurance producer or ot her
aut hori zed representative in the sale of alife insurance policy, or if
the policy is applied for other than as illustrated, the producer or
representative shall certify to that effect in witing on a form
provided by the insurer. On the sanme form the applicant shall
acknow edge that no illustration conformng to the policy applied for
was provided and shall further acknowl edge an understanding that an
illustration conformng to the policy as issued wll be provided no
later than at the tinme of policy delivery. This form shall be
submtted to the insurer at the tine of policy application.

(b) I'f the policy is issued, a basic illustration conformng to the
policy as issued shall be sent with the policy and signed no | ater than
the time the policy is delivered. A copy shall be provided to the
insurer and the policy owner.

(3)(a) Where a conmputer screen illustration is used that cannot be
printed out during use, the producer shall certify inwiting on a form
provided by the insurer that a conputer screen illustration was
di spl ayed. Such form shall require the producer to provide, as

p. 11 ESHB 1899
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appl i cabl e, the generic nane of the policy and any riders illustrated,
t he guarant eed and nonguaranteed i nterest rates illustrated, the nunber
of policy years illustrated, the initial death benefit, the prem um
anmount illustrated, and the assumed nunber of years of premunms. On
the sane form the applicant shall acknowl edge that an illustration
mat ching that which was displayed on the conputer screen wll be
provided no later than the tinme of policy delivery. A copy of this
signed form shall be provided to the applicant at the tinme it is
si gned.

(b) I'f the policy is issued, a basic illustration conformng to the
policy as issued shall be sent with the policy and signed by the policy
owner no later than the tinme the policy is delivered. A copy shall be
provided to the policy owner and retained by the insurer.

(c) If a conputer screen illustration is used that can be printed
during use, a copy of that illustration, signed in accordance with this
chapter, shall be submtted to the insurer at the tinme of policy
application. A copy shall also be provided to the applicant.

(d) If the basic illustration or revised illustration is sent to
the applicant or policy owner by nmail from the insurer, it shal
include instructions for the applicant or policy owner to sign the
duplicate copy of the nuneric summary page of the illustration for the

policy issued and return the signed copy to the insurer. The insurer’s
obligation under this subsection is satisfied if it can denonstrate
that it has nmade a diligent effort to secure a signed copy of the
numeric summary page. The requirenent to nake a diligent effort shal
be deenmed satisfied if the insurer includes in the mailing a self-
addr essed, postage prepaid envel ope wwth instructions for the return of
the signed nuneric summary page.

(4 A copy of the basic illustration and a revised basic
illustration, if any, signed as applicable, along with any
certification that either no illustration was used or that the policy
was applied for other than as illustrated, shall be retained by the

insurer until three years after the policy is no longer in force. A
copy need not be retained if no policy is issued.

NEW SECTION. Sec. 9. (1) In the case of a policy designated as
one for which illustrations wll be used, the insurer shall provide
each policy owner wth an annual report on the status of the policy
that shall contain at |least the follow ng information

ESHB 1899 p. 12
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(a) For wuniversal life policies, the report shall include the
fol | ow ng:

(1) The beginning and end date of the current report period,

(1i) The policy value at the end of the previous report period and
at the end of the current report period;

(ti1) The total anmounts that have been credited or debited to the
policy value during the current report period, identifying each type,
such as interest, nortality, expense, and riders;

(tv) The current death benefit at the end of the current report
period on each life covered by the policy;

(v) The net cash surrender val ue of the policy as of the end of the
current report period;

(vi) The anmpbunt of outstanding |loans, if any, as of the end of the
current report period; and

(vit) For fixed premum policies: | f, assum ng guaranteed
interest, nortality, and expense | oads and conti nued schedul ed prem um
paynments, the policy s net cash surrender value is such that it would
not maintain insurance in force until the end of the next reporting
period, a notice to this effect shall be included in the report; or

(viii) For flexible premum policies: | f, assum ng guaranteed
interest, nortality, and expense | oads, the policy’ s net cash surrender
value will not maintain insurance in force until the end of the next

reporting period unless further prem umpaynents are made, a notice to
this effect shall be included in the report.

(b) For all other policies, where applicable:

(1) Current death benefit;

(1i1) Annual contract prem um

(ti1) Current cash surrender val ue;

(1v) Current dividend;

(v) Application of current dividend; and

(vi) Amount of outstanding | oan.

(c) Insurers witing life insurance policies that do not build
nonforfeiture values shall only be required to provi de an annual report
with respect to these policies for those years when a change has been
made to nonguaranteed policy elenents by the insurer.

(2) If the annual report does not include anin-force illustration,
it shall contain the following notice displayed promnently:
"1 MPORTANT POLI CY OMNER NOTI CE:  You shoul d consider requesting nore
detailed i nformati on about your policy to understand howit may perform
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in the future. You should not consider replacenent of your policy or
make changes in your coverage wthout requesting a current
illustration. You may annually request, wthout charge, such an
illustration by calling (insurer’s phone nunber), witingto (insurer’s
nanme) at (insurer’s address) or contacting your agent. |If you do not
receive a current illustration of your policy within 30 days fromyour
request, you should contact your state insurance departnent.” The
insurer may vary the sequential order of the nethods for obtaining an
in-force illustration.

(3) Upon the request of the policy owner, the insurer shall furnish
an in-force illustration of current and future benefits and val ues
based on the insurer’s present illustrated scale. This illustration
shall conmply with the requirenents of sections 5 (1) and (2) and 6 (1)
and (5) of this act. No signature or other acknow edgnent of receipt
of this illustration shall be required.

(4) If an adverse change in nonguaranteed elenents that could
affect the policy has been nade by the insurer since the |ast annual
report, the annual report shall contain a notice of that fact and the
nature of the change prom nently displ ayed.

NEW SECTI ON.  Sec. 10. (1) The board of directors of each insurer

shal | appoint one or nore illustration actuaries.

(2) The illustration actuary shall certify that the disciplined
current scale usedinillustrationsisinconformty with the actuari al
standard of practice for conpliance wth the national association of
I nsurance conmi Ssi oners nodel regul ation on life i1nsurance
illustrations adopted by the actuarial standards board, and that the
illustrated scales used in insurer-authorized illustrations neet the
requi renments of this chapter.

(3) The illustration actuary shall:

(a) Be a nenber in good standing of the American acadeny of
actuari es;

(b) Be famliar with the standard of practice regarding life
i nsurance policy illustrations;

(c) Not have been found by the conm ssioner, follow ng appropriate
notice and hearing to have:

(1) Violated any provision of, or any obligation inposed by, the
i nsurance |law or other law in the course of his or her dealings as an
illustration actuary;

ESHB 1899 p. 14



© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWMNDNDNDNDNMDNDNDNDNDNMNDNMNDNNMNMNMNMMNNNEPRPRPPRPPRPPRPPERPPRPRPRPRERPR
©O© 00 N O Ol WNPEFEP O O W NO UG P WDNPEP O OOWNO O M owWwDNPE,O

(1i) Been found guilty of fraudul ent or dishonest practices;

(1i1) Denonstrated his or her inconpetence, |ack of cooperation, or
untrustworthiness to act as an illustration actuary; or

(1v) Resigned or been renoved as an illustration actuary wthin the
past five years as a result of acts or omssions indicated in any
adverse report on examnation or as a result of a failure to adhere to
general |y acceptabl e actuarial standards;

(d) Not fail to notify the comm ssioner of any action taken by a
comm ssioner of another state simlar to that under (c) of this
subsecti on;

(e) Disclose in the annual certification whether, since the | ast
certification, a currently payabl e scal e applicabl e for busi ness i ssued
within the previous five years and wthin the scope of the
certification has been reduced for reasons other than changes in the
experience factors wunderlying the disciplined current scale. | f
nonguar anteed el enents illustrated for new policies are not consistent
wth those illustrated for simlar in-force policies, this nust be
disclosed in the annual certification. I f nonguaranteed elenents
illustrated for both new and in-force policies are not consistent with
t he nonguar ant eed el enments actual |y bei ng paid, charged, or credited to
the same or simlar forms, this nust be disclosed in the annual
certification; and

(f) Disclose in the annual certification the method used to
al l ocate overhead expenses for all illustrations:

(1) Fully allocated expenses;

(1i1) Marginal expenses; or

(1i1) Agenerally recogni zed expense tabl e based on fully all ocated
expenses representing a significant portion of insurance conpanies and
approved by the national association of insurance comm Ssioners.

(4)(a) The illustration actuary shall file a certificationwith the
board of directors and with the comm ssioner:

(1) Annually for all policy forms for which illustrations are used,;
and

(1i) Before a new policy formis illustrated.

(b) If an error in a previous certification is discovered, the
illustration actuary shall notify the board of directors of the insurer
and the comm ssioner pronptly.

(5) If anillustration actuary is unable to certify the scale for
any policy formillustration the insurer intends to use, the actuary
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shall notify the board of directors of the insurer and the comm ssi oner
pronptly of his or her inability to certify.

(6) A responsible officer of the insurer, other than the
illustration actuary, shall certify annually:

(a) That the illustration formats neet the requirenents of this
chapter and that the scales used in insurer-authorized illustrations
are those scales certified by the illustration actuary; and

(b) That the conpany has provided its agents with i nfornmati on about
t he expense all ocation nmethod used by the conpany in its illustrations
and disclosed as required in subsection (3)(f) of this section.

(7) The annual certifications shall be provided to the conm ssi oner
each year by a date determ ned by the insurer

(8) If an insurer changes the illustration actuary responsible for
all or a portion of the conpany’s policy fornms, the insurer shall
notify the conm ssioner of that fact pronptly and discl ose the reason
for the change.

NEWSECTION. Sec. 11. In addition to any other penalties provided
by law, an insurer or producer that violates a requirenent of this
chapter is guilty of a violation of RCW48. 30.010(1).

NEW SECTI O\ Sec. 12. |f any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 13. This act takes effect January 1, 1998, and
applies to policies sold on or after January 1, 1998.

NEW SECTI ON. Sec. 14. Sections 1 through 11 of this act
constitute a new chapter in Title 48 RCW

Passed the House April 21, 1997.

Passed the Senate April 11, 1997.

Approved by the Governor May 12, 1997.

Filed in Ofice of Secretary of State May 12, 1997.
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