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SENATE BI LL 6038

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Sessi on
By Senators Berkey, Benton, Hobbs, Schoesler, Parlette and Hatfield

Read first tinme 02/15/2007. Referred to Commttee on Financial
| nstitutions & | nsurance.

AN ACT Rel ating to addressing published code reviser's notes in the
financial institutions and insurance titles of the Revised Code of
Washi ngt on; and anending RCW 30.04.020, 30. 04. 300, 30.12. 190,
30.38.010, 32.20.330, 48.05.410, 48.05.430, 48.05.435, 48.05.465,
48. 05. 470, 48.05.475, 48.05.480, 48.09.270, 48.10.070, 48.10. 300,
48. 13. 110, 48.20.012, 48.20.162, 48.20.282, 48.22.080, 48.23.080,
48. 23. 360, 48.29. 040, 48.43.085, 48.43.370, 48.53.040, and 48. 74. 030.

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

Sec. 1. RCW30.04.020 and 1994 c 256 s 32 are each anmended to read
as follows:

(1) The nane of every bank shall contain the word "bank" and the
nane of every trust conpany shall contain the word "trust," or the word
"bank." Except as provided in RCW33.08.030 or as ot herw se approved
by the director, no person except:

(a) A national bank;

(b) A bank or trust conpany authorized by the laws of this state;

(c) A corporation ((estabHshedunrder—ROAW31-36-010));

(d) A foreign corporation authorized by this title so to do, shall
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(i) Use as a part of ((his—e¥r)) its name or other business
designation or in any manner as if connected wth ((hs—eF)) its
busi ness or place of business any of the follow ng words or the plural

thereof, to wt: "bank," "banking," "banker," "trust."

(i1) Use any sign at or about ((his—e+)) its place of business or
use or circulate any advertisenent, letterhead, billhead, note,
receipt, certificate, blank, form or any witten or printed or part
witten and part printed paper, instrunent or article whatsoever,

directly or indirectly indicating that the business of such person is
that of a bank or trust conpany.

(2) A foreign corporation, whose nane contains the words "bank,"
"banker," "banking," or "trust," or whose articles of incorporation
enpower it to engage in banking or to engage in a trust business, may
not engage in banking or in a trust business in this state unless the
corporation (a) is expressly authorized to do so under this title
under federal law, or by the director, and (b) conplies with all
applicable requirenents of chapter 23B.15 RCW regarding foreign
cor porations. If an activity would not constitute "transacting
busi ness” within the neaning of RCW 23B.15.010(1) or chapter 23B.18
RCW then the activity shall not constitute banking or engaging in a
trust business. Nothing in this subsection shall prevent operations by
an alien bank in conpliance with chapter 30.42 RCW

(3) This section shall not prevent a | ender approved by the United
States secretary of housing and urban devel opnent for participation in
any nortgage insurance program under the National Housing Act from
using the words "nortgage banker" or "nortgage banking"” in the conduct
of its business, but only if both words are used together in either of
the fornms which appear in quotations in this sentence.

(4) Every person who, and every director and officer of every
corporation which, to the know edge of such director or officer
violates any provision of this section shall be guilty of a gross
m sdeneanor .

Sec. 2. RCW 30.04.300 and 1955 ¢ 33 s 30.04.300 are each anended
to read as foll ows:

A branch of any foreign bank or banker actually and publicly
engaged in banking in this state on March 10, 1917, in full conpliance
with the aws hereof, which were in force imediately prior to March
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10, 1917, and which branch has a capital not |less in anmount than that
required for the organization of a state bank as provided in this title
at the time and place when and where such branch was established, may
continue its said business, subject to all of the regulations and
supervi sion provided for banks. The amount upon which it pays taxes
shall be prima facie evidence of the anpbunt and existence of such
capital . No such bank or banker shall set forth on ((Hs—e+—his))
stationery or in any manner advertise in this state a greater capital,
surplus and undivided profits than are actually maintained at such
branch. Every foreign corporation, bank and banker, and every officer
agent and enpl oyee thereof who violates any provision of this section
( { o—wht-ech—vi-olates—the—terms—ol—the—resoluvtton—Hted—as—regurred—by
ROW30-04-290)) shall for each violation forfeit and pay to the state
of WAshington the sum of one thousand dollars. A civil action for the
recovery of any such sum nmay be brought by the attorney general in the
name of the state.

Sec. 3. RCW30.12.190 and 1989 ¢ 220 s 2 are each anended to read
as follows:

Every person who shall violate, or knowngly aid or abet the
violation of any provision of RCW 30.04.010, 30.04.030, 30.04.050,
30.04. 060, 30.04.070, 30.04.075, 30.04.111, 30.04.120, 30.04.130,
30.04. 180, 30.04.210, 30.04.220, 30.04.280, ((36-64-2906,)) 30.04. 300,
30. 08. 010, 30.08.020, 30.08.030, 30.08.040, 30.08.050, 30.08.060,
30. 08. 080, 30.08.090, 30.08.095, ((36-08110,—30-08-120,)) 30.08. 140,
30. 08. 150, 30.08.160, 30.08.180, 30.08.190, 30.12.010, 30.12.020,
30.12.030, 30.12.060, 30.12.070, 30.12.130, 30.12.180, 30.12.190,
30. 16. 010, 30.20.060, ((36-46-016)) 30.44.010, 30.44.020, 30.44.030,
30.44. 040, 30.44.050, 30.44.060, 30.44.070, 30.44.080, 30.44.090,
30.44.100, 30.44.130, 30.44.140, 30.44.150, 30.44.160, 30.44.170,
30. 44. 240, 30. 44. 250, ((43—319-020—4319036—4319-0B50——and
43-19-0909)) 43.320.060, 43.320.070, 43.320.080, and 43.320.100, and
every person who fails to performany act which it is therein made his
duty to perform shall be guilty of a m sdenmeanor. No person who has
been convicted for the violation of the banking laws of this or any
other state or of the United States shall be permtted to engage in or
beconme an officer or official of any bank or trust conpany organized
and existing under the laws of this state.
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Sec. 4. RCW30.38.010 and 2005 ¢ 348 s 2 are each anended to read
as follows:

(1) An out-of-state bank may engage in banking in this state
wi thout violating RCW 30.04.280 only if the conditions and filing
requi renents of this chapter are nmet and the bank was | awfully engaged
in banking in this state on June 6, 1996, or the bank's in-state
banki ng activities:

(a) Resulted from an interstate conbination pursuant to RCW
30.49. 125 or 32.32.500;

(b) Resulted from a relocation of a head office of a state bank
pursuant to 12 U . S.C. Sec. 30 and RCW 30. 04. 215(3);

(c) Resulted froma relocation of a main office of a national bank
pursuant to 12 U. S.C Sec. 30;

(d) Resulted fromthe establishnent of a branch of a savings bank
in conpliance with RCW 32.04.030((€2r)) (6); or

(e) Resulted frominterstate branching under RCW 30. 38. 015.
Nothing in this section affects the authorities of alien banks as
defined by RCW 30.42.020 to engage in banking within this state.

(2) The director, consistent with 12 U S.C. Sec. 1831u(b)(2)(D),
may approve an interstate conbination if the standard on which the
approval is based does not discrimnate against out-of-state banks,
out - of - stat e bank hol di ng conpani es, or subsidiaries of those banks or
hol di ng conpani es.

Sec. 5. RCW32.20.330 and 1999 ¢ 14 s 26 are each anended to read
as follows:
A mutual savings bank may invest in |oans to sole proprietorships,

partnerships, Ilimted Iliability conpanies, corporations, or other
entities, or in preferred stock or discounted or other interest bearing
obligations issued, guaranteed, or assuned by Ilimted liability

conpani es or corporations commonly accepted as industrial corporations
or engaged in communi cations, transportation, agriculture, furnishing
utility professional services, manufacturing, construction, m ning,
fishing, processing or nerchandising of goods, food, or information

banking, or commercial or consunmer financing, doing business or
i ncorporated under the laws of the United States, or any state thereof,
or the District of Colunbia, or the Dom nion of Canada, or any province
t hereof, subject to the foll ow ng conditions:
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(1) Not nore than two percent of the bank's funds shall be
i nvested, pursuant to this section, in the aggregate of loans to and
preferred stock and obligations of any person, as defined in RCW
32.32.228(1)((€e)y)) (d), and such person's affiliates, as defined in
RCW 32.32.025(1), incorporating the definition of control in RCW
32.32.025(8).

(2) Such | oans or securities shall be prudent investnents.

(3) Pursuant to this section, the total anmpunt a savings bank may
i nvest shall not exceed fifty percent of its funds, and not nore than
fifteen percent of the bank's funds may be invested in such |oans to or
securities of any industry.

Sec. 6. RCW 48.05.410 and 1993 c 492 s 414 are each anended to
read as foll ows:

Effective July 1, 1994, each health care provider, facility, or
heal t h mai nt enance organi zation that self-insures for liability risks
related to mnmedical malpractice and enploys physicians or other
i ndependent health <care practitioners in Wshington state shal
condition each physician's and practitioner's liability coverage by
that entity upon that physician's or practitioner's participation in
ri sk managenent training offered by the provider, facility, or health
mai nt enance organization to its enployees. The risk managenent
training shall provide information related to avoi ding adverse health
outcones resulting from substandard practice and mnim zing damages
associated with those adverse health outcones that do occur. ((Fer

f thi on—"ind I heal t4 - ;
I heal t4 o ¥ . I L : o L
the—departrent—ot—health+n—rwe—pursvant—to—ROM 13130330 )

Sec. 7. RCW48.05.430 and 1995 ¢ 83 s 1 are each anended to read
as follows:

As used in RCW 48.05.430 through ((48-05-490)) 48.05.485, these
terms have the foll ow ng neanings:

(1) "RBC' neans risk-based capital.

(2) " NAI C' means the national associ ation  of i nsurance
conmi ssi oners.

(3) "Donmestic insurer"™ neans any insurance conpany domciled in
this state.
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(4) "Foreign or alien insurer" neans any insurance conpany that is
licensed to do business in this state under this chapter but is not
domciled in this state.

(5) "Life and disability insurer"” mnmeans any insurance conpany
authorized to wite only life insurance, disability insurance, or both,
as defined in chapter 48.11 RCW

(6) "Property and casualty insurer” neans any insurance conpany
authorized to wite only property insurance, marine and transportation
i nsurance, general casualty insurance, vehicle insurance, or any
conbi nation thereof, including disability insurance, as defined in
chapter 48.11 RCW

(7) "Corrective order" neans an order issued by the comm ssioner
speci fying corrective actions that the comm ssioner has determ ned are
required.

(8 "Negative trend" neans, with respect to a life insurer, a
disability insurer, or a life and disability insurer, the negative
trend over a period of time, as determ ned in accordance with the trend
test calculation included in the RBC instructions.

(9) "Adjusted RBC report”™ mneans an RBC report that has been
adj usted by the comm ssioner in accordance with RCW 48. 05. 435(5).

(10) "RBC instructions"” neans the RBC report including risk-based
capital instructions adopted by the NAIC

(11) "RBC level" nmeans an insurer's conpany action |evel RBC
regul atory action |l evel RBC, authorized control |evel RBC, or nmandatory
control |evel RBC where:

(a) "Conpany action |level RBC' neans, with respect to any insurer,
the product of 2.0 and its authorized control |evel RBC,

(b) "Regul atory action |level RBC' neans the product ((feft})) of 1.5
and its authorized control |evel RBC

(c) "Authorized control Ilevel RBC' neans the nunber determ ned
under the risk-based capital formula in accordance with the RBC
i nstructions; and

(d) "Mandatory control |evel RBC' neans the product of .70 and the
aut hori zed control |evel RBC

(12) "RBC plan" neans a conprehensive financial plan containing the
el ements specified in RCW 48. 05. 440(2). I f the comm ssioner rejects
the RBC plan, and it is revised by the insurer, with or wthout the

SB 6038 p. 6



0 N O O A W DN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

comm ssioner's recomendation, the plan shall be called the "revised
RBC pl an. "

(13) "RBC report" means the report required in RCW 48. 05. 435.

(14) "Total adjusted capital"” nmeans the sum of:

(a) An insurer's statutory capital and surplus as determned in
accordance with statutory accounting applicable to the annual financi al
statenents required to be filed under RCW 48. 05. 250; and

(b) Oher itens, if any, as the RBC instructions nmay provide.

Sec. 8. RCW48.05.435 and 1995 ¢ 83 s 2 are each anmended to read
as follows:

(1) Every donestic insurer shall, on or prior to the filing date,
which is hereby established as March 1, prepare and submt to the
conm ssioner a report of its RBC |l evels as of the end of the cal endar
year just ended, in a formand containing that information required by
the RBC instructions. In addition, every donestic insurer shall file
its RBC report:

(a) Wth the NAIC in accordance with the RBC instructions; and

(b) Wth the insurance commissioner in any state in which the
insurer is authorized to do business, if the insurance comm ssioner has
notified the insurer of its request in witing, in which case the
insurer shall file its RBC report not |later than the later of:

(1) Fifteen days fromthe receipt of notice to file its RBC report
with that state; or

(1i) The filing date.

(2) A life and disability insurer's RBC shall be determned in
accordance with the formula set forth in the RBC instructions. The
formula shall take into account and may adjust for the covariance
bet ween:

(a) The risk with respect to the insurer's assets;

(b) The risk of adverse insurance experience with respect to the
insurer's liabilities and obligations;

(c) The interest rate risk with respect to the insurer's business;
and

(d) Al other business risks and other relevant risks as are set
forth in the RBC instructions; determned in each case by applying the
factors in the manner set forth in the RBC instructions.
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(3) A property and casualty insurer's RBC shall be determned in
accordance with the formula set forth in the RBC instructions. The
formula shall take into account and may adjust for the covariance
bet ween:

(a) Asset risk;

(b) Credit risk;

(c) Underwriting risk; and

(d) Al other business risks and other relevant risks as are set
forth in the RBC instructions; determned in each case by applying the
factors in the manner set forth in the RBC instructions.

(4) An excess of capital over the anpbunt produced by the RBC
requi renents and the formulas, schedules, and instructions under RCW
48. 05. 430 through ((48-05-490)) 48.05.485 is desirable in the business
of i nsurance. Accordingly, insurers should seek to nmaintain capita
above the RBC |l evels required. Additional capital is used and useful
in the insurance business and helps to secure an insurer against
various risks inherent in, or affecting, the business of insurance and
not accounted for or only partially nmeasured by the RBC requirenents.

(5) If a donmestic insurer files an RBC report that in the judgnent
of the conm ssioner is inaccurate, then the comm ssioner shall adjust
the RBC report to correct the inaccuracy and shall notify the insurer
of the adjustnent. The notice shall contain a statenent of the reason
for the adjustnent.

Sec. 9. RCW48.05.465 and 1995 ¢ 83 s 8 are each anended to read
as follows:

(1) All RBC reports, to the extent the information is not required
to be set forth in a publicly avail able annual statenent schedul e, and
RBC plans, including the results or report of any exam nation or
analysis of an insurer and any corrective order 1issued by the
conm ssioner, with respect to any donestic insurer or foreign insurer
that are filed with the conm ssioner constitute information that m ght
be damaging to the insurer if nmade available to its conpetitors, and
therefore shall be kept confidential by the conmm ssioner. Thi s
informati on shall not be made public or be subject to subpoena, other
than by the comm ssioner and then only for the purpose of enforcenent
actions taken by the conm ssioner.

SB 6038 p. 8
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(2) The conparison of an insurer's total adjusted capital to any of
its RBC levels is a regulatory tool that may indicate the need for
possi ble corrective action with respect to the insurer, and is not a
means to rank insurers generally. Therefore, except as otherw se
requi red under the provisions of RCW 48.05.430 through ((48-65-490))
48. 05. 485, the nmaking, publishing, dissemnating, circulating, or
pl acing before the public, or causing, directly or indirectly to be
made, published, dissem nated, circul ated, or placed before the public,
in a newspaper, magazine, or other publication, or in the form of a
notice, circular, panphlet, letter, or poster, or over any radio or
television station, or in any other way, an advertisenent,
announcenent, or statenent containing an assertion, representation, or
statenent with regard to the RBC levels of any insurer, or of any
conmponent derived in the calculation, by any insurer, agent, broker, or
ot her person engaged in any manner in the insurance business would be
m sl eading and is therefore prohibited. However, if any materially
fal se statenent with respect to the conparison regarding an insurer's
total adjusted capital to its RBC levels, or any of them or an
i nappropriate conparison of any other anount to the insurer's RBC
levels is published in any witten publication and the insurer is able
to denonstrate to the conm ssioner with substantial proof the falsity
of such statenent, or the inappropriateness, as the case nay be, then
the insurer may publish an announcenent in a witten publication if the
sol e purpose of the announcenent is to rebut the nmaterially false
statement .

(3) The RBC instructions, RBC reports, adjusted RBC reports, RBC
pl ans, and revised RBC plans are solely for use by the comm ssioner in
monitoring the solvency of insurers and the need for possible
corrective action with respect to insurers and shall not be used by the
comm ssi oner for ratemaking nor considered or introduced as evidence in
any rate proceedi ng nor used by the conm ssioner to calculate or derive
any elenents of an appropriate premumlevel or rate of return for any
line of insurance that an insurer or any affiliate is authorized to
wite.

Sec. 10. RCW 48. 05. 470 and 1995 ¢ 83 s 9 are each anended to read

as follows:
(1) The provisions of RCW48. 05.430 through ((48-05-490)) 48.05. 485
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are supplenental to any other provisions of the laws of this state, and
shall not preclude or |limt any other powers or duties of the
comm ssi oner under those laws, including, but not limted to, chapter
48. 31 RCW

(2) The conm ssioner may exenpt any donestic property and casualty
insurer from RCW 48.05.430 through ((48-65-490)) 48.05.485, if the
i nsurer:

(a) Wites direct business only in this state;

(b) Wites direct annual premuns of two mllion dollars or I|ess;
and

(c) Assunmes no reinsurance in excess of five percent of direct
prem uns witten.

Sec. 11. RCW48.05.475 and 1995 ¢ 83 s 10 are each anended to read
as follows:

(1) Any foreign or alien insurer shall, upon the witten request of
t he conm ssioner, submt to the comm ssioner an RBC report as of the
end of the cal endar year just ended by the later of:

(a) The date an RBC report would be required to be filed by a
donestic insurer under RCW 48. 05.435; or

(b) Fifteen days after the request is received by the foreign or
alien insurer. Any foreign or alien insurer shall, at the witten
request of the conm ssioner, pronptly submt to the conm ssioner a copy
of any RBC plan that is filed with the insurance conm ssioner of any
ot her state.

(2) In the event of a conpany action |evel event, regulatory action
| evel event, or authorized control |evel event with respect to any
foreign or alien insurer as determ ned under the RBC statute applicable
in the state of domicile of the insurer or, if no RBC statute is in
force in that state, under the provisions of RCW 48.05.430 through
((48-05490)) 48.05.485, if the insurance comm ssioner of the state of
domcile of the foreign or alien insurer fails to require the foreign
or alien insurer to file an RBC plan in the manner specified under that
state's RBC statute, the conm ssioner may require the foreign or alien
insurer to file an RBC plan. In this event, the failure of the foreign
or alien insurer to file an RBC plan is grounds to order the insurer to
cease and desist fromwiting new insurance business in this state.

SB 6038 p. 10
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(3) In the event of a mandatory control |evel event wth respect to
any foreign or alien insurer, if no domciliary receiver has been
appointed with respect to the foreign or alien insurer under the
rehabilitation and liquidation statute applicable in the state of
domcile of the foreign or alien insurer, the conm ssioner may apply
for an order under RCW 48.31.080 or 48.31.090 to conserve the assets
within this state of foreign or alien insurers, and the occurrence of
the mandatory control |evel event is considered adequate grounds for
t he application.

Sec. 12. RCW48.05.480 and 1995 ¢ 83 s 11 are each anended to read
as follows:

There is no liability on the part of, and no cause of action may
arise against, the comm ssioner or insurance departnent or its
enpl oyees or agents for any action taken by themin the performnce of
their powers and duties under RCW 48.05.430 through ((48-065499))
48. 05. 485.

Sec. 13. RCW48.09.270 and 1963 c¢ 195 s 4 are each anended to read
as follows:

(1) A donestic nutual insurer on the cash prem um plan, after it
has established a surplus not less in anmount than the m ninum capital
funds required of a donmestic stock insurer to transact |ike kinds of
i nsurance, and for so long as it maintains such surplus, may extinguish

the contingent liability of its nenbers to assessnent and omt
provisions inposing contingent liability in all policies currently
i ssued.

(2) Any deposit nmade with the conm ssioner as a prerequisite to the
insurer's certificate of authority nmay be included as part of the
surplus required in this section.

(3) When the surplus has been so established and the conmm ssi oner
has so ascertained, he shall issue to the insurer, at its request, his
certificate authorizing the extinguishnent of the contingent liability
of its nmenbers and the issuance of policies free therefrom

(4) While it maintains surplus funds in anount not |ess than the
m ni mum capital required of a donmestic stock insurer authorized to
transact |ike kinds of insurance, ((and—subjeet—totherequirenrents—of
ROW—48-05-360—as—to—speeial—surplus-)) a foreign or alien nutual

p. 11 SB 6038



w N

©O© 00 N o o b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31
32
33
34
35
36

insurer on the cash premum plan may, if consistent with its charter
and the laws of its domcile, issue nonassessable policies covering
subjects located, resident, or to be perfornmed in this state.

Sec. 14. RCW48.10.070 and 1985 c 264 s 4 are each anended to read
as follows:

(1) A donestic reciprocal insurer hereafter fornmed, if it has
otherwi se conplied with the provisions of this code, may be authorized
to transact insurance if it initially possesses surplus in an anobunt
equal to or exceeding the capital and surplus requirenents required

under RCW 48. 05. 340(1) ((ptus—speectal——surptus—fF—any—required—under
ROW-48-05-360—andtherealter—possessess)) and nmaintains surplus funds
equal to the paid-in capital stock required under RCW 48.05.340 of a
stock insurer transacting |ike kinds of insurance((;—and—the—speectal
surplus, if any, required under RCW 48.05.360)).

(2) A donestic reciprocal insurer which under prior laws held
authority to transact insurance in this state may continue to be so
authorized so long as it otherwise qualifies therefor and maintains
surplus funds in anmount not |less than as required under laws of this
state in force at the tinme such authority to transact insurance in this
state was granted.

(3) A donestic reciprocal insurer heretofore formed shall maintain
on deposit with the comm ssioner surplus funds of not |ess than the sum
of one hundred thousand dollars, and to transact Kkinds of insurance
transacted by it in addition to that authorized by its original
certificate of authority, shall have and maintain surplus (including
t he anount of such deposit) in amobunt not |ess than the paid-in capital

stock required under RCW 48. 05. 340(1) ((plus—spectal—surptus—+F—any
regured—under—RCOW-48-05-360,-)) of a donestic stock insurer forned

after 1967 and transacting the sane kinds of insurance. Such
addi tional surplus funds need not be deposited with the comm ssioner.

Sec. 15. RCW48.10.300 and 1983 ¢ 3 s 148 are each anmended to read
as foll ows:

(1) ((Subject—+to—the—spectal——swrplus—reguirenents—of—REW

48-05-360+)) If a reciprocal insurer has a surplus of assets over al
liabilities at |east equal to the m ninmumcapital stock required of a
donmestic stock insurer authorized to transact |ike kinds of insurance,
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upon application of the attorney and as approved by the subscribers’
advisory commttee the comm ssioner shall issue his certificate
authorizing the insurer to extinguish the contingent liability of
subscri bers under its policies then in force in this state, and to omt
provi sions inposing contingent liability in all policies delivered or
issued for delivery in this state for so long as all such surplus
remai ns uni npai red.

(2) Upon inpairnment of such surplus, the conm ssioner shal
forthwith revoke the certificate. No policy shall thereafter be issued
or renewed w thout providing for the contingent assessnent liability of
subscri bers.

(3) The comm ssioner shall not authorize a donestic reciprocal

insurer so to extinguish the contingent liability of any of its
subscribers or in any of its policies to be issued, unless it qualifies
to and does extinguish such liability of all its subscribers and in al

such policies for all kinds of insurance transacted by it. Except,

that if required by the | aws of another state in which the insurer is
transacting insurance as an authorized insurer, the insurer may issue
policies providing for the contingent |liability of such of its
subscri bers as may acquire such policies in such state, and need not
extinguish the contingent liability applicable to policies theretofore
in force in such state.

Sec. 16. RCW 48.13.110 and 1975 1st ex.s. ¢ 154 s 1 are each
anended to read as foll ows:

An insurer may invest any of its funds in:

(1)(a) Bonds or evidences of debt which are secured by first
nortgages or deeds of trust on inproved unencunbered real property
| ocated in the United States;

(b) Chattel nortgages in connection therewith pursuant to RCW
48. 13. 150;

(c) The equity of the seller of any such property in the contract
for a deed, covering the entire bal ance due on a bona fide sale of such
property, in anpbunt not to exceed ten thousand dollars or the anount
perm ssi bl e under RCW 48. 13. 030, whichever is greater, in any one such
contract for deed.

(2) Purchase noney nortgages or like securities received by it upon
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the sale or exchange of real property acquired pursuant to RCW
48.13. 160 as anended by section 7, chapter 241, Laws of 1969 ex. sess.

(3) Bonds or notes secured by nortgage or trust deed guaranteed or
i nsured by the Federal Housing Adm nistration under the terns of an act
of congress of the United States of June 27, 1934, entitled the
"Nat i onal Housing Act," as anended.

(4) Bonds or notes secured by nortgage or trust deed guaranteed or
insured as to principal in whole or in part by the Adm nistrator of
Veterans' Affairs pursuant to the provisions of Title Ill of an act of
congress of the United States of June 22, 1944, entitled the
"Servicenen's Readjustnent Act of 1944," as anended.

(5) Evidences of debt secured by first nortgages or deeds of trust
upon |easehold estates, except agricultural |easeholds executed
pursuant to RCW ((#9-—61+-096)) 79.11.010, running for a termof not |ess
than fifteen years beyond the maturity of the loan as nade or as
extended, in inproved real property, otherw se unencunbered, and if the
nortgagee is entitled to be subrogated to all the rights under the
| easehol d.

(6) Evidences of debt secured by first nortgages or deeds of trust
upon agricul tural | easehold estates executed pursuant to RCW
((#9-0610696)) 79.11.010, otherw se unencunbered, and if the nortgagee
is entitled to be subrogated to all the rights under the |easehold.

Sec. 17. RCW48.20.012 and 1951 ¢ 229 s 2 are each anmended to read
as follows:

No disability policy shall be delivered or issued for delivery to
any person in this state unless it otherw se conplies with this code,
and conplies with the foll ow ng:

(1) It shall purport to insure only one person, except as to famly
expense insurance witten pursuant to RCW 48. 20. 340.

(2) The style, arrangenent and over-all appearance of the policy
shal |l give no undue prom nence to any portion of the text, and every
printed portion of the text of the policy and of any endorsenents or
attached papers shall be plainly printed in light-faced type of a style
in general use, the size of which shall be uniform and not |ess than
ten-point with a | ower-case unspaced al phabet |ength not |ess than one
hundred and twenty-point (the "text" shall include all printed matter
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except the nane and address of the insurer, nanme or title of the
policy, the brief description if any, and caption and subcaptions).

(3) The exceptions and reductions of indemity shall be set forth
in the policy and, other than those contained in RCW 48.20.042 to
((4820272)) 48.20.262, inclusive, shall be printed, at the insurer's
option, either included wwth the benefit provision to which they apply,
or under an appropriate caption such as "Exceptions,"” or "Exceptions
and reductions,"” except that if an exception or reduction specifically
applies only to a particular benefit of the policy, a statenent of such
exception or reduction shall be included with the benefit provision to
which it applies.

(4) Each such form including riders and endorsenents, shall be
identified by a formnunber in the lower left hand corner of the first
page t hereof.

(5) It shall contain no provision purporting to nmake any portion of
the insurer's charter, rules, constitution, or bylaws a part of the
policy unless such portion is set forth in full in the policy, except
in the case of the incorporation of, or reference to, a statenent of
rates or classification of risks, or short-rate table filed with the
conm ssi oner.

Sec. 18. RCW 48.20.162 and 1951 c¢ 229 s 17 are each anended to
read as foll ows:

Except as provided in RCW 48.18.130, no such policy delivered or
issued for delivery to any person in this state shall contain
provi sions respecting the matters set forth in RCW 48.20.172 to
((4820272)) 48.20.262, inclusive, unless such provisions are in the
words in which the same appear in the applicable section; except, that
the insurer may, at its option, use in lieu of any such provision a
corresponding provision of different wrding approved by the
comm ssioner which is not |ess favorable in any respect to the insured
or the beneficiary. Any such provision contained in the policy shal
be preceded individually by the appropriate caption or, at the
insurer's option, by such appropriate individual or group caption or
subcaption as the conmm ssioner nmay approve.

Sec. 109. RCW 48. 20. 282 and 1951 ¢ 229 s 29 are each anended to
read as fol |l ows:
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The provisions which are the subject of RCW 48.20.042 to
((48=20272)) 48.20.262, inclusive, or any corresponding provisions
which are used in lieu thereof in accordance wth such sections, shal
be printed in the consecutive order of the provisions in such sections
or, at the insurer's option, any such provision nay appear as a unit in
any part of the policy, with other provisions to which it may be
logically related, provided the resulting policy shall not be in whole
or in part unintelligible, uncertain, anbiguous, abstruse, or likely to
m sl ead a person to whomthe policy is offered, delivered or issued.

Sec. 20. RCW48.22.080 and 1994 c 102 s 2 are each anended to read
as follows:

Effective July 1, 1994, a casualty insurer's issuance of a new
medi cal mal practice policy or renewal of an existing nedica
mal practice policy to a physician or other independent health care
practitioner shal | be condi ti oned upon t hat practitioner's
participation in, and conpletion of, an insurer-designed health care
l[tability risk managenment training program once every three years
Conpl etion of said training programduring 1994 shall satisfy the first
t hree-year training requirenent. The risk managenent training shal
provide information related to avoiding adverse health outcones
resulting from substandard practice and m nim zi ng damages associ at ed

with the adverse health outcones that do occur. ((Fer—purpeses—of—this
on—"ind I heal Ll - . I healt]
L v . I vy . e L I
departnent of health in rule pursuant to RCW 18. 130.330.))

Sec. 21. RCW48.23.080 and 1981 ¢ 247 s 3 are each anmended to read
as follows:

(1) There shall be a provision that after three full vyears
prem uns have been paid thereon, the insurer at any tine, while the
policy is in force, will advance, on proper assignnent or pledge of the
policy and on the sole security thereof, at a rate of interest provided
in this chapter as now or hereafter anmended, a sumto be determ ned as
fol |l ows:

(a) If such policy is issued prior to ((t+he—-operative—date—of—RCW
48-23-350)) June 12, 1947, the sum including any interest paid in
advance but not beyond the end of the current policy year, shall be
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equal to or at the option of the owner of the policy less than, the
reserve at the end of the current policy year on the policy and on any
di vidend additions thereto, less a sumnot nore than two and one-half
percent of the anmount insured by the policy and of any dividend
addi tions thereto. The policy may contain a provision by which the
insurer reserves the right to defer the nmaking of the | oan, except when
made to pay premuns, for a period not exceeding six nmonths after the
date of application therefor.

(b) If such policy is issued on or after ((sueh—eperative—date))
June 12, 1947, the sum including any interest to the end of the
current policy year shall not exceed the cash surrender value at the
end of the current policy year ((;—as—+egui+red—-by—REW4823-350)).

(c)(i) The policy shall contain (A a provision that policy |oans
shall bear interest at a specified rate not exceeding six percent per
annum or (B) a provision that policy loans shall bear interest at a
vari abl e of not |less than four nor nore than eight percent per annum

(1i) The variable rate shall not be changed nore frequently than
once per year and no change nay exceed one percent per annum except
reductions. The insurer shall give at least thirty days' notice to the
policy owner or the owner's designee of any changes in the interest
rate.

(iti1) The provisions of (c)(i) and (c)(ii) of this subsection shall
apply only in policies in existence prior to August 1, 1981.

(2) Such policy shall further provide that the insurer may deduct
from such | oan val ue any existing indebtedness on the policy (unless
such i ndebtedness has already been deducted in determining the cash
surrender value) and any unpai d bal ance of the premumfor the current
policy year; and that if the loan is nmade or repaid on a date other
than the anniversary of the policy, the insurer shall be entitled to
interest for the portion of the current policy year at the rate of
interest specified in the policy.

(3) Such policy may further provide that if the interest on the
loan is not paid when due, it shall be added to the existing
i ndebt edness and shall bear interest at the sane rate; and that if and
when the total indebtedness on the policy, including interest due or
accruing, equals or exceeds the anmount of the | oan val ue thereof which
woul d ot herwi se exist at such tinme, the policy shall termnate in ful
settlenment of such indebtedness and becone voi d; except, that it shal
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be stipulated in the policy that no such term nation shall be effective
prior to the expiration of at least thirty days after notice of the
pendency of the termnation was mailed by the insurer to the insured
and the assignee, if any, at their respective addresses |ast of record
with the insurer.

(4) The insurer shall provide in any policy issued on or after
( (the—operativedateof RON48-23-350)) June 12, 1947, that the making
of any loan, other than a |loan to pay prem uns, nay be deferred for not
exceeding six nonths after the application for the |oan has been
received by it.

Sec. 22. RCW 48.23.360 and 1973 1st ex.s. c 162 s 6 are each
anmended to read as foll ows:

(1) Nonforfeiture benefits: Any paid-up nonforfeiture benefit
avai | abl e under any annuity or pure endownent contract pursuant to RCW
48.23.200, in the event of default in a consideration due on any
contract anniversary shall be such that its present value as of such
anni versary shall be not |less than the excess, if any, of the present
value, on such anniversary, of the future guaranteed benefits
(excluding any total disability benefits attached to such contracts)
which would have been provided for by the contract including any
exi sting paid-up additions, if there had been no default, over the sum
of (a) the then present value of the net consideration defined in
subsection (2) of this section corresponding to considerations which
woul d have fallen due on and after such anniversary, and (b) the anount
of any indebtedness to the conpany on the contract, including interest

due or accrued. In determining the benefits referred to in this
section and in calculating the net consideration referred to in such
subsection (2), in the case of annuity contracts under which an

election may be nmade to have annuity paynents comence at optiona
dates, the annuity paynents shall be deened to commence at the | atest
date permtted by the contract for the commencenment of such paynents
and the considerations shall be deened to be payable until such date,
whi ch, however, shall not be later than the contract anniversary
nearest the annuitant's seventieth birthday.

(2) Net considerations: The net considerations for any annuity or
pure endowrent contract referred to in subsection (1) of this section
shal |l be cal cul ated on an annual basis, shall be such that the present
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val ue thereof at date of issue of the annuity shall equal the then
present value of the future benefits thereunder (excluding any tota
disability benefits attached to such contracts) and shall be not |ess
than the followng percentages of the respective considerations
specified in the contracts for the respective contract years:

First year . . . . . . . . . . . . . ... L0 fifty percent
Second and subsequent years . . . . . . . . . . . . . . ninety percent

PROVI DED, That in the case of participating annuity contracts the
percent ages herei nbefore specified may be decreased by five.

(3) Basis of calculation: All net considerations and present
values for such contracts referred to in this section shall be
calcul ated on the basis of the 1937 Standard Annuity Mrtality Table
or, at the option of the insurer, the Annuity Mrtality Table for 1949,
Utimate, or any nodification of either of these tables approved by the
comm ssioner, and the rate of interest, not exceeding three and one-
hal f percent per annum specified in the contract for cal culating cash
surrender values, if any, and paid-up nonforfeiture benefits; except
that with respect to annuity and pure endownent contracts issued on or
after ((the—eoperativedateof ROW 48121503 (b}{+))) June 12, 1947,
for such contracts, such rate of interest may be as high as four
percent per annum PROVI DED, That if such rate of interest exceeds
three and one-half percent per annum all net considerations and
present val ues for such contracts referred to in this section shall be
calculated on the 1971 Individual Annuity Mrtality Table, or any
nmodi fication of this table approved by the comm ssioner.

(4) Calculations on default: Any cash surrender value and any
pai d-up nonforfeiture benefit, avail able under any such contract in the
event of default in the paynent of any consideration due at any tine
other than on the contract anniversary, shall be calculated wth
allomance for the lapse of time and the paynent of fractional
consi derations beyond the |ast preceding contract anniversary. Al
values herein referred to may be cal cul ated upon the assunption that
any death benefit is payable at the end of the contract year of death.

(5) Defernent of paynent: If an insurer provides for the paynent
of a cash surrender value, it shall reserve the right to defer the
paynment of such value for a period of six nonths after demand therefor
with surrender of the contract.
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(6) Lunp sumin lieu: Notw t hstandi ng the requirenents of this
section, any deferred annuity contract may provide that if the annuity
al | oned under any paid-up nonforfeiture benefit would be | ess than one
hundred twenty dollars annually, the insurer may at its option grant a
cash surrender value in lieu of such paid-up nonforfeiture benefit of
such anmount as may be required by subsection (3) of this section.

(7) Operative date: If no election is nade by an insurer for an
operative date prior to July 1, 1948, such date shall be ((the

operative—datefor—this—seetion)) June 12, 1947.

Sec. 23. RCW48.29.040 and 1990 ¢ 76 s 2 are each anended to read
as follows:

(1) Subject to ((the)) deposit requirenents ((efF—REW48-29-030)),
a title insurer having its principal offices in one county may be
aut hori zed to transact business in only such additional counties as to
which it owns or |eases and maintains, or has a duly authorized agent
that owns or | eases and maintains, a conplete set of tract indexes.

(2) A title insurer not authorized to transact business in a
certain county may purchase a title policy on property |l ocated therein
fromanother title insurer which is so authorized in that county. The
first title insurer nmay thereafter issue its own policy of title
i nsurance to the owner of such property. The first title insurer may
conbi ne the insurance on the title of such property in a single policy
which also insures the title of one or nore other pieces of property.
The first title insurer nust pay the full prem um based on filed rates
for the policy, and nmust charge the precise sanme anmount to its own
custonmer for the insurance as to the title of such property. Atitle
insurer using the authority granted by this subsection in a transaction
must so notify its custoner.

Sec. 24. RCW48.43.085 and 1996 ¢ 312 s 3 are each anended to read
as follows:

Notw t hstanding any other provision of law, no health carrier
subject to the jurisdiction of the state of Washington may prohibit
directly or indirectly its enrollees from freely contracting at any
time to obtain any health care services outside the health care plan on
any ternms or conditions the enrollees choose. Nothing in this section
shall be construed to bind a carrier for any services delivered outside
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the health plan. ((Fheprovisions—otthisseetionshall—be diselosed
pursuant to RCW 48.43.095(2).)) The insurance conmm ssioner s

prohi bited from adopting rules regarding this section.

Sec. 25. RCW 48.43.370 and 1998 c¢c 241 s 15 are each anended to
read as foll ows:

RCW 48. 43. 300 t hrough 48.43.370 shall not apply to a carrier which
is subject to the provisions of RCW 48.05.430 through ((48-65-490))
48. 05. 485.

Sec. 26. RCW48.53.040 and 1982 c¢ 110 s 4 are each anmended to read
as follows:

An insurer may cancel a fire insurance policy when the requirenents
of RCW 48.53.030 are net only in accordance with the follow ng
pr ocedur e:

(1) The insurer shall, not Iless than five days prior to
cancel lation, issue witten notice of cancellation to the insured or
the insured' s representative in charge of the policy. The notice shal
contain at |least the foll ow ng:

(a) The date that the policy will be cancel ed;

(b) A description of the specific facts justifying the
cancel | ati on;

(c) A copy of this chapter; and

(d) The nane, title, address, and tel ephone nunber of the insurer's
enpl oyee who nay be contacted regardi ng cancell ation of the policy.

(2) The notice required by this section shall be actually delivered
or miiled to the insured by certified mail, return receipt requested,
and in addition by first class mail. A copy of the notice shall, at
the time of delivery or mailing to the insured, or the insured's
representative in charge of the policy, be mailed to the insurance
conm ssi oner.

(3) The insurer shall also conply with the requirenents of RCW
48.18.290 (1) ((b)y)) (e), (2) and (3), and shall provide not |ess than
twenty days notice of cancellation to each nortgagee, pledgee, or other
person shown by the policy to have an interest in any |oss which may
occur thereunder except as provided in subsection (1) of this section.

(4) The portion of any premum paid to the insurer on account of
the policy, unearned because of the cancellation and in an anount as
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conputed on a pro rata basis, nust be actually paid or mailed to the
insured or other person entitled thereto as shown by the policy or any
endorsenment thereon, as soon as possible, and no later than thirty
days after the date that the notice of cancellation was issued.

Sec. 27. RCW 48.74.030 and 1993 c 462 s 86 are each anended to
read as foll ows:

(1) Except as otherw se provided in subsections (2) and (3) of this
section, or in RCW48.74.090, the m ninmum standard for the val uation of
all such policies and contracts issued prior to July 10, 1982, shall be
that provided by the laws in effect imediately prior to such date.
Except as otherwise provided in subsections (2) and (3) of this
section, or in RCW48.74.090, the mninmum standard for the val uation of
all such policies and contracts issued on or after July 10, 1982, shal
be the commssioner's reserve valuation nethods defined in RCW
48. 74. 040, 48.74.070, and 48.74.090, three and one-half percent
interest, or in the case of l|ife insurance policies and contracts
other than annuity and pure endowrent contracts, issued on or after
July 16, 1973, four percent interest for such policies issued prior to
Septenber 1, 1979, five and one-half percent interest for single
premumlife insurance policies and four and one-half percent interest
for all other such policies issued on and after Septenber 1, 1979, and
the follow ng tables:

(a) For all ordinary policies of life insurance issued on the
standard basis, excluding any disability and acci dental death benefits
in such policies--the conm ssioner's 1941 standard ordinary nortality
table for such policies issued prior to ((t+he—eoperative—date—of—RCW
48-23-350(5a))) June 12, 1947, and the conm ssioner's 1958 standard
ordinary nortality table for such policies issued on or after ((sueh
eperative—date)) June 12, 1947, and prior to the operative date of RCW
48.76.050(4), except that for any category of such policies issued on
femal e risks, all nodified net premuns and present values referred to
in this chapter may be cal cul ated according to an age not nore than six
years younger than the actual age of the insured; and for such policies
issued on or after the operative date of RCW 48.76.050(4): (i) The
comm ssioner's 1980 standard ordinary nortality table; or (ii) at the
el ection of the conpany for any one or nore specified plans of life
i nsurance, the comm ssioner's 1980 standard ordinary nortality table
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with ten-year select nortality factors; or (iii) any ordinary nortality
table, adopted after 1980 by the National Association of |nsurance
Comm ssioners, that is approved by regulation promulgated by the
comm ssioner for use in determ ning the m nimum standard of valuation
for such policies.

(b) For all industrial life insurance policies issued on the
standard basis, excluding any disability and acci dental death benefits
in such policies--the 1941 standard industrial nortality table for such
policies issued prior to ((the—operative—dateof RON48-23-350(5b}))
June 12, 1947, and for such policies issued on or after ((sueh
eperative—date)) June 12, 1947, the comm ssioner's 1961 standard
industrial nortality table or any industrial nortality table, adopted
after 1980 by the National Association of |nsurance Comm ssioners, that
is approved by rule of the comm ssioner for use in determning the
m ni mum st andard of valuation for such policies.

(c) For individual annuity and pure endowrent contracts, excluding
any disability and accidental death benefits in such policies--the 1937
standard annuity nortality table or, at the option of the conpany, the
annuity nortality table for 1949, ultimate, or any nodification of
either of these tables approved by the conm ssioner.

(d) For group annuity and pure endownent contracts, excluding any
disability and accidental death benefits in such policies--the group
annuity nortality table for 1951, any nodification of such table
approved by the comm ssioner, or, at the option of the conpany, any of
the tables or nodifications of tables specified for individual annuity
and pure endownent contracts.

(e) For total and permanent disability benefits in or supplenentary
to ordinary policies or contracts--for policies or contracts issued on
or after January 1, 1966, the tables of period 2 disablenent rates and
the 1930 to 1950 term nation rates of the 1952 disability study of the
Society of Actuaries, with due regard to the type of benefit or any
tabl es of disablenent rates and term nation rates, adopted after 1980
by the National Association of |Insurance Conm ssioners, that are
approved by regulation pronulgated by the conm ssioner for wuse in
determ ning the m nimum standard of valuation for such policies; for
policies or contracts issued on or after January 1, 1961, and prior to
January 1, 1966, either such tables or, at the option of the conpany,
the class (3) disability table (1926); and for policies issued prior to

p. 23 SB 6038



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDMNMDNMNMNNNMNMNdNNMNPEPEPPRPPRPPRPERPRPRPRPRERERPR
0O N O W NPEP O OOWwuNOD O P WNPEPEOOOWOOWwWNOO O wDNDE,.Oo

January 1, 1961, the class (3) disability table (1926). Any such table
shall, for active lives, be conbined with a nortality table permtted
for calculating the reserves for life insurance policies.

(f) For accidental death benefits in or supplenentary to policies--
for policies issued on or after January 1, 1966, the 1959 acci dental
death benefits table or any accidental death benefits table, adopted
after 1980 by the National Association of |nsurance Comm ssioners, that
is approved by regul ation pronulgated by the conm ssioner for use in
determning the m ninmum standard of valuation for such policies; for
policies issued on or after January 1, 1961, and prior to January 1,
1966, either such table or, at the option of the conpany, the
i nt erconpany double indemity nortality table; and for policies issued
prior to January 1, 1961, the interconpany double indemity nortality
table. Either table shall be conbined with a nortality table permtted
for calculating the reserves for life insurance policies.

(g0 For group life insurance, |ife insurance issued on the
substandard basis and other special benefits--such tables as may be
approved by the comm ssioner.

(2) Except as provided in subsection (3) of this section, the
m ni rum st andard for the valuation of all individual annuity and pure
endowrent contracts issued on or after July 10, 1982, and for all
annui ties and pure endowrents purchased on or after such effective date
under group annuity and pure endowrent contracts, shall be the
comm ssioner's reserve val uation nethods defined in RCW48. 74. 040 and
the followng tables and interest rates:

(a) For individual annuity and pure endowrent contracts issued
before Septenber 1, 1979, excluding any disability and acci dental death
benefit in such contracts--the 1971 individual annuity nortality table,
or any nodification of this table approved by the comm ssioner, and six
percent interest for single premum imedi ate annuity contracts, and
four percent interest for all other individual annuity and pure
endownent contracts.

(b) For individual single premum imediate annuity contracts
issued on or after Septenber 1, 1979, excluding any disability and
accidental death benefits in such contracts--the 1971 i ndividual
annuity nortality table or any individual annuity nortality table,
adopted after 1980 by the National Association of Insurance
Comm ssioners, that is approved by regulation pronulgated by the
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comm ssioner for use in determ ning the m nimum standard of val uation
for such contracts, or any nodification of these tables approved by the
conmm ssi oner, and seven and one-half percent interest.

(c) For individual annuity and pure endowrent contracts issued on
or after Septenber 1, 1979, other than single premumimedi ate annuity
contracts, excluding any disability and accidental death benefits in
such contracts--the 1971 individual annuity nortality table or any
i ndi vidual annuity nortality table, adopted after 1980 by the Nati onal
Associ ation of Insurance Comm ssioners, that is approved by regul ation
promul gated by the comm ssioner for use in determning the m ninum
standard of valuation for such contracts, or any nodification of these
tabl es approved by the comm ssioner, and five and one-half percent
interest for single premum deferred annuity and pure endownrent
contracts and four and one-half percent interest for all other such
i ndi vi dual annuity and pure endowrent contracts.

(d) For all annuities and pure endownents purchased prior to
Septenber 1, 1979, under group annuity and pure endowrent contracts,
excluding any disability and acci dental death benefits purchased under
such contracts--the 1971 group annuity nortality table, or any
nmodi fication of this table approved by the comm ssioner, and six
percent interest.

(e) For all annuities and pure endowrents purchased on or after
Septenber 1, 1979, under group annuity and pure endowrent contracts,
excluding any disability and acci dental death benefits purchased under
such contracts--the 1971 group annuity nortality table or any group
annuity nortality table, adopted after 1980 by the National Association
of I nsurance Comm ssioners, that is approved by regul ati on pronul gat ed
by the comm ssioner for use in determning the mninm standard of
val uation for such annuities and pure endowrents, or any nodification
of these tables approved by the conm ssioner, and seven and one-half
percent interest.

After July 16, 1973, any conpany may file with the conm ssioner a
witten notice of its election to conply wth the provisions of this
section after a specified date before January 1, 1979, which shall be
the operative date of this section for such conpany. I f a conpany
makes no such election, the operative date of this section for such
conpany shall be January 1, 1979.
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(3)(a) The interest rates used in determ ning the m ni mum standard
for the valuation of:

(1) Al life insurance policies issued in a particular calendar
year, on or after the operative date of RCW48.76.050(4);

(ii1) Al individual annuity and pure endowrent contracts issued in
a particular calendar year on or after January 1, 1982,

(iii) Al annuities and pure endownents purchased in a particul ar
cal endar year on or after January 1, 1982, under group annuity and pure
endownent contracts; and

(iv) The net increase, if any, in a particular cal endar year after
January 1, 1982, in anounts held under guaranteed interest contracts
shall be the calendar year statutory valuation interest rates as
defined in this section.

(b) The cal endar year statutory valuation interest rates, |, shal
be determned as follows and the results rounded to the nearer one-
guarter of one percent:

(1) For life insurance:

| =.03 + W(R - .03) + W2 (R, - .09);

(ii) For single premum imediate annuities and for annuity
benefits involving life contingencies arising fromother annuities with
cash settlenent options and from guaranteed interest contracts wth
cash settlenment options:

| =.03 + W(R - .03)
where R is the lesser of R and .09,

R, is the greater of R and .09,

Ris the reference interest rate defined in this section, and

Wis the weighting factor defined in this section;

(tit) For other annuities wth cash settlenent options and
guaranteed interest contracts with cash settlenent options, valued on
an i ssue year basis, except as stated in (ii) of this subparagraph, the
formula for life insurance stated in (i) of this subparagraph shal
apply to annuities and guaranteed interest contracts w th guarantee
durations in excess of ten years and the fornmula for single prem um
i mredi ate annuities stated in (ii) of this subparagraph shall apply to
annuities and guaranteed interest contracts wth guarantee duration of
ten years or |ess;

(itv) For other annuities with no cash settlenment options and for
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guaranteed interest contracts with no cash settlenent options, the
formula for single premumimrediate annuities stated in (ii) of this
subpar agraph shall apply;

(v) For other annuities with cash settlenent options and guaranteed
interest contracts with cash settlenent options, valued on a change in
fund basis, the formula for single prem umimredi ate annuities stated
in (ii) of this subparagraph shall apply.

(c) However, if the cal endar year statutory valuation interest rate
for any life insurance policies issued in any cal endar year determ ned
w thout reference to this sentence differs from the correspondi ng
actual rate for simlar policies issued in the imediately preceding
cal endar year by |l ess than one-half of one percent, the cal endar year
statutory valuation interest rate for such life insurance policies
shall be equal to the corresponding actual rate for the imrediately

precedi ng cal endar year. For purposes of applying the inmmediately
precedi ng sentence, the cal endar year statutory valuation interest rate
for |life insurance policies issued in a calendar year shall be

determ ned for 1983 using the reference interest rate defined for 1982
and shall be determ ned for each subsequent cal endar year regardl ess of
when RCW 48. 76. 050(4) becones operati ve.
(d) The weighting factors referred to in the formulas stated in
subpar agraph (b) of this subsection are given in the follow ng tables:
(1) Weighting Factors for Life Insurance:

Guarantee Duration Weighting
(Years) Factors
10or less .50
More than 10, but not more than 20 45
More than 20 .35

For life insurance, the guarantee duration is the maxi num nunber of
years the life insurance can remain in force on a basis guaranteed in
the policy or under options to convert to plans of life insurance with
premumrates or nonforfeiture values or both which are guaranteed in
the original policy;

(ii) Weighting factor for single premum imediate annuities and
for annuity benefits involving life contingencies arising from other
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annuities wth cash settlenment options and guaranteed interest
contracts with cash settlenent options: .80;

(ti1) Wighting factors for other annuities and for guaranteed
interest contracts, except as stated in (ii) of this subparagraph,
shall be as specified in (d)(iii)(A), (B), and (C of this subsection,
according to the rules and definitions in (d)(iti)(D, (E), and (F) of
t his subsecti on:

(A) For annuities and guaranteed interest contracts valued on an
I ssue year basis:

Guarantee Duration Weighting Factor
for Plan Type
(Years) A B C
5or less. 80 60 B0
More than 5, but not more than 10: 75 60 50
More than 10, but not more than 20: 65 50 45
More than 20: 45 35 35

(B) For annuities and guaranteed interest contracts valued on a
change in fund basis, the factors shown in (d)(iii)(A) of this
subsection increased by:

Plan Type
A B C
A5 25 .05

(C© For annuities and guaranteed interest contracts valued on an
i ssue year basis other than those with no cash settlenent options which
do not guarantee interest on considerations received nore than one year
after issue or purchase and for annuities and guaranteed interest
contracts valued on a change in fund basis which do not guarantee
interest rates on considerations received nore than twelve nonths
beyond the valuation date, the factors shown in (d)(iii)(A) of this
subsection or derived in (d)(iii)(B) of this subsection increased by:
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Plan Type
A B C
.05 .05 .05

(D) For other annuities with cash settlenent options and guarant eed
interest contracts with cash settlenent options, the guarantee duration
is the nunber of years for which the contract guarantees interest rates
in excess of the calendar year statutory valuation interest rate for
life insurance policies with guarantee duration in excess of twenty
years. For other annuities with no cash settlenent options and for
guaranteed interest contracts wth no cash settlenent options, the
guarantee duration is the nunber of years from the date of issue or
date of purchase to the date annuity benefits are scheduled to
conmence.

(E) Plan type as used in the tables in (d)(iii)(A), (B), and (C of
this subsection is defined as foll ows:

Plan Type A: At any tine a policyholder nmay w thdraw funds only:
(1) Wth an adjustnent to reflect changes in interest rates or asset
val ues since receipt of the funds by the insurance conpany; or (2)
W t hout such adjustnent but in installnents over five years or nore; or
(3) as an imrediate life annuity; or (4) no withdrawal permtted.

Pl an Type B: Before expiration of the interest rate guarantee, a
policyhol der may withdraw funds only: (1) Wth adjustnent to refl ect
changes in interest rates or asset values since receipt of the funds by
the 1insurance conpany; or (2) wthout such adjustnent but in
install ments over five years or nore; or (3) no withdrawal permtted.
At the end of the interest rate guarantee, funds may be wthdrawn
W t hout such adjustnent in a single sumor installnents over |ess than
five years.

Plan Type C. A policyholder may w t hdraw funds before expiration
of the interest rate guarantee in a single sum or installnents over
|l ess than five years either: (1) Wthout adjustnent to reflect changes
in interest rates or asset values since receipt of the funds by the
i nsurance conpany; or (2) subject only to a fixed surrender charge
stipulated in the contract as a percentage of the fund.

(F) A conpany may el ect to value guaranteed interest contracts with
cash settlenent options and annuities with cash settl enent options on
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either an issue year basis or on a change in fund basis. Cuaranteed
interest contracts with no cash settlenent options and other annuities
wi th no cash settlement options nmust be valued on an issue year basis.
As used in this section, an issue year basis of valuation refers to a
val uation basis under which the interest rate used to determne the
m ni mum val uation standard for the entire duration of the annuity or
guaranteed interest contract is the cal endar year valuation interest
rate for the year of issue or year of purchase of the annuity or
guaranteed interest contract. The change in fund basis of valuation
refers to a valuation basis under which the interest rate used to
determ ne the m ni num val uati on standard applicable to each change in
the fund held under the annuity or guaranteed interest contract is the
cal endar year valuation interest rate for the year of the change in the
fund.

(e) The reference interest rate referred to in subparagraphs (b)
and (c) of this subsection is defined as foll ows:

(i) For all life insurance, the | esser of the average over a period
of thirty-six nonths and the average over a period of twelve nonths,
ending on June 30th of the calendar year next preceding the year of
issue, of Mwody's corporate bond vyield average--nonthly average
corporates, as published by Mody's Investors Service, Inc.

(ii) For single premum imediate annuities and for annuity
benefits involving life contingencies arising fromother annuities with
cash settlenment options and guaranteed interest contracts with cash
settlenment options, the average over a period of twelve nonths, ending
on June 30th of the calendar year of issue or year of purchase of
Moody's corporate bond yield average--nonthly average corporates, as
publ i shed by Mody's I nvestors Service, Inc.

(tit) For other annuities wth cash settlenent options and
guaranteed interest contracts with cash settlenent options, valued on
a year of issue basis, except as stated in (ii) of this subparagraph,
Wi th guarantee duration in excess of ten years, the l|lesser of the
average over a period of thirty-six nonths and the average over a
period of twelve nonths, ending on June 30th of the cal endar year of
i ssue or purchase, of Mwody's corporate bond yield average--nonthly
average corporates, as published by Mody's Investors Service, Inc.

(tv) For other annuities wth cash settlenent options and
guaranteed interest contracts with cash settlenent options, valued on
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a year of issue basis, except as stated in (ii) of this subparagraph,
W th guarantee duration of ten years or |ess, the average over a period
of twelve nonths, ending on June 30th of the cal endar year of issue or
purchase, of Mody's corporate bond yield average--nonthly average
corporates, as published by Mody's Investors Service, Inc.

(v) For other annuities with no cash settlenent options and for
guaranteed interest contracts with no cash settlenent options, the
average over a period of twelve nonths, ending on June 30th of the
cal endar year of issue or purchase, of Mody's corporate bond yield
aver age--nont hly average corporates, as published by Mody's Investors
Service, Inc.

(vi) For other annuities wth cash settlenent options and
guaranteed interest contracts with cash settlenent options, valued on
a change in fund basis, except as stated in (ii) of this subparagraph,
the average over a period of twelve nonths, ending on June 30th of the
cal endar year of the change in the fund, of Mody's corporate bond
yield average--nonthly average corporates, as published by Mody's
| nvestors Service, Inc.

(f) If Mody's corporate bond vyield average--nonthly average
corporates is no | onger published by Miody's Investors Service, Inc.,
or if the National Association of Insurance Conm ssioners determ nes
that Moody's corporate bond yield average--nonthly average corporates
as published by Mwody's Investors Service, 1Inc. is no |onger
appropriate for the determnation of the reference interest rate, then
an alternative nethod for determnation of the reference interest rate,
which is adopted by the National Association of Insurance Conmm ssioners
and approved by rul e adopted by the conm ssioner, nmay be substituted.

~-- END ---
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