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SECOND SUBSTI TUTE SENATE BI LL 5793

Passed Legislature - 2004 Regul ar Session
State of WAshi ngt on 58th Legislature 2004 Regul ar Sessi on

By Senate Commttee on Financial Services, Insurance & Housing
(originally sponsored by Senators Wnsley and Prentice)

READ FI RST TI ME 02/ 04/ 04.

AN ACT Relating to mnimm nonforfeiture anounts applicable to
certain contracts of |I|ife insurance and annuities; anending RCW
48. 23. 430 and 48. 23. 440; and providing an effective date.

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

Sec. 1. RCW48.23.430 and 1982 1st ex.s. ¢ 9 s 23 are each anended
to read as foll ows:

In the case of contracts issued on or after the operative date of
this section as defined in RCW 48.23.520, no contract of annuity,
except as stated in RCW 48.23.420, nmay be delivered or issued for
delivery in this state unless it contains in substance the follow ng
provi sions, or corresponding provisions which in the opinion of the
conmi ssioner are at |least as favorable to the contract holder, upon
cessation of paynent of considerations under the contract:

(1) That wupon cessation of paynent of considerations under a
contract, or upon the witten request of the contract owner, the
conpany ((wH)) shall grant a paid-up annuity benefit on a plan
stipulated in the contract of such value as is specified in RCW
48. 23. 450, 48. 23. 460, 48.23.470, 48.23.480, and 48. 23. 500;
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(2) If a contract provides for a lunp sum settlenent at maturity,
or at any other time, that upon surrender of the contract at or before
t he commencenent of any annuity paynents, the conpany ((w+-)) shal
pay in lieu of any paid-up annuity benefit a cash surrender benefit of
such anount as is specified in RCW48. 23. 450, 48. 23. 460, 48. 23. 480, and
48. 23. 500. The conpany ((shalt)) nay reserve the right to defer the
paynent of such cash surrender benefit for a period ((ef)) not to
exceed six nonths after demand therefor with surrender of the contract
after making witten request and receiving witten approval of the
conmi ssioner. The request shall address the necessity and equitability
to all policyholders of the deferral;

(3) A statenment of the nortality table, if any, and interest rates
used in calculating any mninum paid-up annuity, cash surrender, or
death benefits that are guaranteed under the contract, together wth
sufficient information to determ ne the anounts of such benefits; and

(4) A statenment that any paid-up annuity, cash surrender, or death
benefits that nmay be avail abl e under the contract are not |less than the
m ni mum benefits required by any statute of the state in which the
contract is delivered and an explanation of the manner in which such
benefits are altered by the existence of any additional anounts
credited by the conpany to the contract, any indebtedness to the
conpany on the contract, or any prior withdrawals from or partial
surrenders of the contract.

Notw thstanding the requirenments of this section, any deferred
annuity contract may provide that if no considerations have been
received under a contract for a period of tw full years and the
portion of the paid-up annuity benefit at maturity on the plan
stipulated in the contract arising fromconsiderations paid before such
period would be less than twenty dollars nonthly, the conpany may at
its option termnate the contract by paynent in cash of the then
present value of the portion of the paid-up annuity benefit, calcul ated
on the basis of the nortality table, if any, and interest rate
specified in the contract for determning the paid-up annuity benefit,
and by such paynent is relieved of any further obligation under such
contract.

Sec. 2. RCWA48.23.440 and 1982 1st ex.s. ¢ 9 s 24 are each anended
to read as foll ows:

2SSB 5793. SL p. 2
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The mninmum values as specified in RCW 48.23.450, 48.23.460,
48. 23. 470, 48.23.480, and 48.23.500 of any paid-up annuity, cash
surrender, or death benefits avail able under an annuity contract shal
be based upon m ni mum nonforfeiture anmounts as defined in this section.

(1) ((Wth respect to contracts providing for flexible
constderati+onss)) The mnimum nonforfeiture anount at any tinme at or
prior to the commencenent of any annuity paynents is equal to an
accunulation up to such tinme at ((a)) rates of interest ((ef—three
percent—per—annum-of—perecentages)) as indicated in subsection (2) of
this section of the net considerations, as defined in this subsection,
paid prior to such time, decreased by the sum of the follow ng:

(a) Any prior wthdrawals from or partial surrenders of the
contract accunul ated at ((a&)) rates of interest ((ef—threepercent—per
anpur)) as indicated in subsection (2) of this section; ((anrd))

(b) An_annual contract charge of fifty dollars, accunulated at
rates of interest as indicated in subsection (2) of this section;

(c) Any premium tax paid by the insurer for the contract,
accunul ated at rates of interest as indicated in subsection (2) of this
section; and

(d) The anount of any indebtedness to the conpany on the contract,

including interest due and accrued((—anrd—inereased—by—any—existing
addi tional anounts credited by the conpany to the contract)).

The net considerations for a given contract year used to define the
m ni mum nonforfeiture anmount shall be an anmount ((net—ess—than—zere
and—shalt—be)) equal to ((t+he—<corresponding)) eighty-seven and one-half
percent of the gross considerations credited to the contract during

that contract year ((}less—anr—annuval—econtract—chargeofthirty—dellars
and—tess—a—coH-ecti-on—charge—ol—one—doelar—and—tvwenty-Hyve—cents—per
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(2) The interest rate used in determining mninmm nonforfeiture

anounts shall be an annual rate of interest determned as the | esser of
three percent per annumand the follow ng, which shall be specified in
the contract if the interest rate will be reset:

(a) The five-year constant nmaturity treasury rate reported by the
federal reserve as of a date certain, or averaged over a period,
rounded to the nearest one-twentieth of one percent, specified in the
contract no longer than fifteen nonths prior to the contract issue date
or redeterm nation date under (d) of this subsection;

(b) Reduced by one hundred twenty-five basis points;

(c) Wiere the resulting interest rate is not |ess than one percent;
and

(d) The interest rate shall apply to an initial period and may be
redeterm ned for additional periods. The redeterm nation date, basis,
and period, if any, shall be stated in the contract. The basis is the
date or average over a specified period that produces the value of the
five-year constant naturity treasury rate to be wused at each
redeterm nation date.

2S5SB 5793. SL p. 4
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(3) During the period or termthat a contract provides substantive
participation in an equity indexed benefit, it nmay increase the
reduction described in subsection (2)(b) of this section by up to an
addi tional one hundred basis points to reflect the value of the equity
i ndex benefit. The present value at the contract issue date, and at
each redeterm nation date thereafter, of the additional reduction may
not exceed the market value of the benefit. The comm ssioner nmay
require a denonstration that the present value of the additional
reduction does not exceed the market value of the benefit. If a
denonstration is not acceptable to the comm ssioner, the conm ssi oner
may disallow or limt the additional reduction.

(4) The conmm ssioner may adopt rules to inplenent subsection (3) of
this section and to provide for further adjustnents to the calculation
of mninmumnonforfeiture anounts for contracts that provide substantive
participation in an equity index benefit and for other policies that
the comm ssioner determnes justify an adj ustnent.

(5) Before January 1, 2006, an insurer nmay issue an annuity policy
under this section as in effect on Decenber 31, 2003; or issue an
annuity policy under this section as in effect on July 1, 2004. On or
after January 1, 2006, an insurer nust issue an annuity policy under
this section as in effect on or after July 1, 2004.

NEW SECTION. Sec. 3. This act takes effect July 1, 2004.

Passed by the Senate February 13, 2004.

Passed by the House March 3, 2004.

Approved by the Governor March 22, 2004.

Filed in Ofice of Secretary of State March 22, 2004.
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