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(15) Any person who engages in the activities herein regulated

as an employee of a registered contractor with wages as his sole

compensation or as an employee with wages as his sole compensation;

(16) Contractors on highway projects who have been

pregualified as required by chapter 13 of the Laws of 1961, RCW

47.28.070, with the highway department to perform highway

construction, reconstruction or maintenance work.

NEW SECTION. Sec. 2. There is added to chapter 18.27 RCW a

new section to read as follows:

It is the purpose of this chapter to afford protection to the

public from unreliable, fraudulent, financially irresponsible, or

incompetent contractors.

Passed the House March 14, 1973.

Passed the Senate April 10, 1973.

Approved by the Governor April 24, 1973.

Filed in office of Secretary of State April 25, 1973.

CHAPTER 162

[House Bill No. 485]

INSURANCE

AN ACT Relating to insurance; amending section .12.03, chapter 79,

Laws of 1947 and RCW 48.12.030; amending section .12.04,

chapter 79, Laws of 1947 and RCW 48.12.040; amending section

.12.06, chapter 79, Laws of 1947 and RCW 48.12.060; amending

section .12.15, chapter 79, Laws of 1947 as last amended by

section 13, chapter 195, Laws of 1963 and RCW 48.12.150;

amending section .23.35, chapter 79, Laws of 1947 as last

amended by section 20, chapter 195, Laws of 1963 and RCW

48.23.35C; and amending section .23.36, chapter 79, Laws of

1947 as amended by section 1, chapter 190, Laws of 1951 and

RCW 48.23.360.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

Section 1. Section .12.03, chapter 79, Laws of 1947 and -RCW

48.12.030 are each amended to read as follows:

In any determination of the tinancial condition of an insurer,

liabilities to be charged against its assets shall include:

(1) The amount of its capital stock outstanding, if any; and

(2) The amount, estimated consistent with the provisions of

this chapter. necessary to pay all of its unpaid losses and claims

incurred on or prior to the date of statement, whether reported or

unreported, together with tbe expense of adjustment or settlement

thereof; and
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(3) with reference to life and disability insurance, and

annuity contracts,

(a) the amount of reserves on life insurance policies and

annuity contracts in force Lincludin3 diailt beeft for bot

active afla disabled lives, and accidental death b~eis ino
§-UP1222DIAL th=2 An iaiilisrne valued according to

the tables of mortality, tablS of Morbid i:U, rates of interest, and

methods adopted pursuant to this chapter which are applicable

thereto; And

(b) ((reserves for dsab±iiy benefitsl for both active and

disabled lieel

je) reserves for accidental death benefitsT and

Idy)) any additional reserves which may be required by the
commissioner, consistent with practice formulated or approved by the
National Association of Insurance Commissioners, on account of such

insurances; and
(4) With reference to insurances other than those specified in

subdivision (3) of this section, and other than title insurance, the
amount of reserves equal to the unearned portions of the gross

premiums charged on policies in force, computed in accordance with

this chapter; and

(5) Taxes, expenses, and other obligations accrued at the date
of the statement; and

(6) Any additional reserve set up by the insurer for a
specific liability purpose or required by the commissioner consistent
with practices adopted or approved by the National Association of

Insurance Commissioners.

Sec. 2. Section .12.04, chapter 79, Laws of 1947 and RCW

48.12.040 are each amended to read as follows:

(1) With reference to insurances against loss or damage to

property, except as provided in HCV 48.12.050, and with reference to

all general casualty insurances, ((dsabiity inseraaee except as

provided in Rew 4OT42rO6e,)) and surety insurances, every insurer

shall maintain an unearned premium reserve on all policies in force.

(2) The commissioner may require that such reserve shall be

equal to the unearned portions of the gross premiums in force after

deducting authorized reinsurance, as computed on each respective risk

from the policy's date of issue. If the commissioner does not so
require, the portions of the gross premiums in force, less authorized

reinsurance, to be held as a premium reserve, shall be computed

according to the following table:

Term for which policy was written Reserve for unearned

premium

one year, or less .......... 1/2

Two years........................... First year 3/4
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second year 1/4

Three years......................... First year 5/6

Second year 1/2

Third year 1/6

Four years.......................... First year 7/8

Second year 5/8

Third year 3/8

Fourth year 1/8

Five years.......................... First year 9/10

Second year 7/10

Third year 1/2

Fourth year 3/10

Fifth year 1/10

over five years....................... Pro rata

(3) In lieu of computation according to such table, all of

such reserves may be computed, at the insurer's option, on a monthly

pro rata basis.

(4) After adopting any one of the methods for computing such

reserve an insurer shall not change methods without the

commissioner's approval.

Sec. 3. Section .12.06, chapter 79, Laws of 1947 and RGW

48.12.060 are each amended to read as follows:

((14y The legal minimum standard for competing the active life

reserve7 inel~ding the unearned premium reserY17 of noneanelab:e

disability policies shall be based on eanference Moiofication of

Elass III Bisability iEperience with interest at not to exceed three

and one-half percent per anam aen the fell preliminary term basis7

ji2) For policies with a waiting period of less than three

months er providing benef its at ages beyond the limits of eontfereftee

Modification of elass III isability Bxperiemce7 the tables shall be

extended to cover the povisions of such policies afn such basis as

the eommissioner may approveT

13 The reserve foe lasses under noneaneiiable disability

policies shall be based on Eenference Modification of Eiass II

Bisabiity Experience, emeept that for claims of less than

twenty-seven months duration the reserve may be taken as equivalent

to the prospective claim payments for three and one-half times the

elapsed period of disability: bet in no case shall the reserve be

less than the equivalent of seven weeks clim payments:

14y~ The commissioner shall modify the application of the

tables and requirements prescribed in this seetion to policies or to

cimims aritinge under policies in accordance with the waiting period

contained in 3uch policies and in accordanee with any limitation as

to the time for which indemnity is payable7)) F21 all disability

insrane olic ies the insurer shall maintain an active life reserve
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which shall .2lp a s911& XAJue2 on i.&t* liabilities under such

P~lil-2 beg not U2122s than the resetve Acgrdjingq t aprRopliate
&IA41drs set forth in regjuAtjons. issued by the coMMoE and, in

no2 evgeflt les, in the agrai tha 1h& raa ross 21 nere

pl~emums f or such PolQicies.

Sec. 4. Section .12.15, chapter 79, Laws of 1947 as last

amended by section 13, chapter 195, Laws of 1963 and RCW 48.12.150

are each amended to read as follows:

(1) This section shall be known as the standard valuation law.

(2) Annual valuation: The commissioner shall annually value,

or cause to be valued, the reserve liabilities (hereinafter called

reserves) for all outstanding life insurance policies and annuity and

pure endowment contracts of every life insurer doing business in this

state, except that in the case of an alien insurer such valuation

shall be limited to its insurance transactions in the United States,

and may certify the amount of any such reserves, specifying the

mortality table or tables, rate or rates of interest and methods (net

level premium method or others) used in the calculation of such

reserves. In calculating such reserves, the commissioner may use

group methods and approximate averages for fractions of a year or

otherwise. He may accept, ini his discretion, the insurer's

calculation of such reserves. In lieu of the valuation of the

reserves herein required of any foreign or alien insurer, he may

accept any valuation made, or caused to be made, by the insurance

supervisory official of any state or other jurisdiction when such

valuation complies with the minimum standard herein provided and if

the official of such state or jurisdiction accepts as sufficient and

valid for all legal purposes the certificate of valuation of the

commissioner when such certificate states the valuation to have been

made in a specified manner according to which ths aggregate reserves

would be at least as large as if they had been computed in the manner

prescribed by the law of that state or jurisdiction.

(3) Minimum valuation standard:

(a) The minimum standard for the valuation of all such

policies and contracts issued prior to the operative date of RCV

48.23.350 shall be as follows:

For policies issued prior to the operative date no standard of

valuation for ordinary policies, whether on the net level premium,

preliminary term, or select and ultimate reserve basis, shall be less

than that determined upon such basis according to the American

Experience Table of Mortality with three and one-half percent

interest; except, that when the preliminary term basis is used it

shall not exceed one year. The commissioner may vary the standard of

valuation in particular cases of invalid lives and other extra

hazards, provided, that the interest rate used is not greater than
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three and one-half percent.

L2xc22t !§ otherise 2rovidgd in subseglion 111. I. ULiL 2-f
this section the legal minimum standard for the valuation of

annuities issued on or after January 1, 1912, and prior to the

operative date of RCW 48.23.350, shall be McClintock's Table of

Mortality Among Annuitants, with interest at three and one-half

percent. per annum, but annuities deferred ten or more years and

written in connection with life or term insurance may be valued on

the same mortality table from which the consideration or premiums

were computed, with interest not higher than three and one-half

percent per annum.

The legal minimum standard for the valuation of industrial

policies issued on or after the first day of January, 1912, and prior

to the operative date of RCW 48.23.350, shall be the American

Experience Table of Mortality with interest at three and one-half

percent per annum; except, that any life insurer may voluntarily

value such industrial policies according to the Standard Industrial

Mortality Table or the Substandard Industrial mortality Table.

The legal minimum standard for the valuation of group life
insurance policies under which premium rates are not guaranteed for a

period in excess of five years shall be, at the option of the life

insurer issuing such policies, either the American Men Ultimate Table

of Mortality, the Commissioners 1941 Standard Ordinary mortality

Table, or any other table approved by the commissioner, with interest

at three and one-half percent per annum.
(b) Ii Except as otherwise Pro id~ in subsection 11I.

Ii 2.o this section the minimum standard for the valuation of all

such policies and contracts issued on or after the operative date of

RCW 48.23.350 shall be the Commissioners Reserve Valuation Method

defined in subsection (4) of this section, three and one-half percent
interest or in the case of Policies and con tracts. oth r thananut

and Pure endowment con-tract 4., issued on or after: the effective date

of thi 197l Wm1A2Y A91 f~l peg neet and the following
tables:

((J±).)) IA]. For all ordinary policies of life insurance issued

on the standard basis, excluding any disability and accidental death

benefits in such policies,--the Commissioners 1941 Standard Ordinary

Mortality Table for such policies issued prior to the operative date

of RCW 48.23.350 (5a) , and the Commissioners 1958 Standard ordinary

Mortality Table for such policies issued on or after such operative

date: PROVIDED, That for any category of such policies issued on

female risks on or after July 1, 1957, modified net premiums and

present values, referred to in subsection (4) of this section, may be

calculated according to an age not more than three years younger than
the actual age of the insured.
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L.P±)))IB For all industrial life insurance policies issued
on the standard basis, excluding any disability and accidental death

benefits in such policies,--the 1941 Standard Industrial Mortality

Table for such policies issued prior to the operative date of RCW

48. 23.350 (5b), and the Commissioners 1961 Standard Industrial

Mortality Table for such policies issued on or after such operative

date.

((i±).) ia For individual annuity and pure endowment

contracts, excluding any disability and accidental death benefits in

such policies,--the 1937 Standard Annuity Mortality Table or, at the

option of the insurer, the Annuity Mortality Table for 1949,

Ultimate, or any modification of either of these tables approved by

the commissioner.

((i')))Il For group annuity and pure endowment contracts,
excluding any disability and accidental death benefits in such

policies,--the Group Annuity Mortality Table for 1951, any

modification of such table approved by the commissioner, or, at the

option of the insurer, any of the tables or modifications of tables

specified for individual annuity and pure endowment contracts.

((Iv).)) E). For total and permanent disability benefits in or

supplementary to ordinary policies or contracts,--for policies or

contracts issued on or after January 1, 1966, the tables of Period 2

disablement rates and the 1930 to 1950 termination rates of the 1952

Disability Study of the Society of Actuaries, with due regard to the

type of benefit; 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 insurer, the Class (3) Disability Table (1926) ; and for

policies issued prior to January 1, 1961, the Class (3) Disability

Table (1926) . Any such table shall, for active lives, be combined

with a mortality table permitted for calculating the reserves for

life insurance policies.

((vf F)_ For accidental death benefits in or supplementary

to policies,--for policies issued on or after January 1, 1966, the

1959 Accidental Death Benefits Table; for policies issued on or after

January 1, 1961, and prior to January 1, 1966, either such table or,

at the option of the insurer, the Inter-Company Double Indemnity

Mortality Table; and for policies issued prior to January 1, 1961,

the Inter-Company Double Indemnity Mortality Table. Either table

shall1 be combined with a mortality table permitted for calculating

the reserves for life insurance policies.

((i~))) GLFor group life insurance, life insurance issued

on the substandard basis and other special benefits,--such tables as

may be approved by the commissioner.

JuLj 3he minimum standard for the valuation of all indivxdual~

AR21 D~ft RRE2 edoment contracts issued on or a fter the operative
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date 2f this subsection agd for all Annuities and pare endowments

uRIhasefd On or AftI such 2Perative date under gU2p annuity gAR
pure endowment contracts shall he the commiss oners r&es&l2
valuation method defined in subs cton J2 of this section and the

following tables and interest rates;

IA)_ Eo individual anpgil and gre endoawept contracts,

ecluding any disaiity cidental death benefits in such

g2iaI&Lts the 197.1 IndilliSE19 ARAm"ll n2r.Wii lTable. or Any

Bodification of this table aggroved by the commissioney and six

g gcent interest for singI agaIn immediate annuity contracts. and

four Rercent interest for all other individual agagily and Purl

endowment contract s±

M1 EPIC 2112 ARkitl An EKS urendowment cont ractsL Agxcluding
An1 jisjAbilil and accidenl~ death benefits in such gontracts the

1971 Gr oup Bgortlity Tablej OR Agy ggg4fication of this table

aErved1 by the commissiopgEr and six perEent interest.

AfItE ig effhggive date of this 1971 Ame nda2E Ag Any
insure MU file with the commi&sigggy a written notice of its

2189119D 19 S2mll with the Erovisions of thIs section after a

gpacified dALS h-21212 1ABRALI 1z 122.2& XbAA!Z §AIAA bS 1h2 Sgatlive

IA19 of thi-s § getIiogU 191 2uch insure5P2ovided that An insure

mAy 1291 ta rLI etI 222eative date for individual ARinltY and BSES
2fl2e!nt contracts from tat elected for group annuity And pugg

en92me 2n2tracts. If an iASUgger makes no sgch election, thg

2PE2A!ilY Ate of this subsectigO for such iaUsuer shall be Janualy

IjL 1979.

(4) Commissioners Reserve Valuation Method: Reserves

according to the Commissioners Reserve Valuation Method, for the life

insurance and endowment benefits of policies providing for a uniform

amount of insurance and requiring the payment of uniform premiums

shall be the excess, if any, of the present value, at the date of

valuation, of such future guaranteed benefits provided for by such

policies, over the then present value of any future modified net

premiums therefor. The modified net premiums for any such policy

shall be such uniform percentage of the respective contract premiums

for such benefits (excluding extra premiums on a substandard policy)

that the present value, at the date of issue of the policy, of all

such modified net premiums shall be equal to the sum of the then

present value of such benefits provided for by the policy and the

excess of (a) over (b) as follows:

(a) A net level annual premium equal to the present value, at
the date of issue, of such benefits provided for after the first
policy year, divided by the present value, at the date of issue, of
an annuity of one per annum payable on the first and each subsequent

anniversary of such policy on which a premium falls due; provided,
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however, that such net level annual premium shall not exceed the net
level annual premium on the nineteen-year premium whole life plan f or
insurance of the same amount at an age one year higher than the age

at issue of such policy.

(b) A net one-year term premium for such benefits provided for

in the first policy year.

Reserves according to the Commissioners Reserve Valuation

Method for (1) life insurance policies providing for a varying amount
of insurance or requiring the payment of varying premiums, (2)
annuity and pure endowment contracts, (3) disability and accidental
death benefits in all policies and contracts, and (4) all other
benefits, except life insurance and endowment benefits in life
insurance policies, shall be calculated by a method consistent with
the principles of this ((paragraph)) subsection.

(5) Minimum aggregate reserves: In no event shall an
insurer's aggregate reserves for all life insurance policies,
excluding disability and accidental death benefits, issued on or
after the operative date of RCW 48.23.350, be less than the aggregate

reserves calculated in accordance with the method set forth in
subsection (4) and the mortality table or tables and rate or rates of
interest used in calculating nonforfeiture benefits for such
policies.

(6) optional reserve bases: Reserves for all policies and
contracts issued prior to the operative date of RCW 48.23.350 may be
calculated, at the option of the insurer, according to any standards
which produce greater aggregate reserves for all such policies and
contracts than the minimum reserves required by the laws in effect

immediately prior to such date.

For any category of policies, contracts or benefits specified
in subsection (3) of this section, issued on or after the operative

date of RCW 48.23.350, reserves may be calculated, at the option of
the insurer, according to any standard or standards which produce
greater aggregate reserves for such category than those calculated
according to the minimum standard herein provided, but the rate or
rates of interest used shall not be higher than the corresponding
rate or rates of interest used in calculating any nonforfeiture
benefits provided for therein: PROVIDED, That reserves for
participating life insuranice policies issued on or after the
operative date of RCW 48.23.350 may, with the consent of the
commissioner, be calculated according to a rate of interest lower
than the rate of interest used in calculating the nonforfeiture
benefits in such policies, with the further proviso that if such
lower rate differs from the rate used in the calculation of the
nonforfeiture benefits by more than one-half percent the insurer
issuing such policies shall file with the commissioner a plan
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providing for such equitable increases, if any, in the cash surrender

values and nonforfeiture benefits in such policies as the

commissioner shall approve.

Any such insurer which at any time had adopted any standard of

valuation producing greater aggregatereserves than those calculated

according to the minimum standard herein provided may, with the

approval of the commissioner, adopt any lower standard of valuation,

but not lower than the minimum herein provided.

(7) Deficiency reserve: If the gross prem~ium charged by any

life insurer on any policy or contract is less than the net premium

for the policy or contract according to the mortality table, rate of

interest and method used in calculating the reserve thereon, there

shall be maintained on such policy or contract a deficiency reserve

in addition to all other reserves required by law. For each such

policy or contract the deficiency reserve shall be the present value,

according to such standard, of an annuity of the difference between

such net premium and the premium charged for such policy or contract,

running for the remainder of the premium-paying period.

Sec. 5. Section .23.35, chapter 79, Laws of 1947 as last

amended by section 20, chapter 195, Laws of 1963 and RCW 48.23.350

are each amended to read as follows:

(1) This section shall be known as the standard nonforfeiture

law.

(2) Nonforfeiture provisions--Life: In the case of policies

issued on or after the operative date of this section as defined in

subsection (8), no policy of life insurance, except as stated in

subsection (7) , shall be delivered or issued for delivery in this

state unless it shall contain in substance the following provisions,

or corresponding provisions which in the opinion of the commissioner

are at least as favorable to the defaulting or surrendering

policyholder:

(a) That, in the event of default in any premium payment, the

insurer will grant, upon proper request not later than sixty days

after the due date of the premium in default, a paid-up nonforfeiture

benefit on a plan stipulated in the policy, effective as of such due

date, of such value as may be hereinafter specified.

(b) That, upon surrender of the policy within sixty days after

the due date of any premium payment in default after premiums have

been paid for at least three full years in the case of ordinary

insurance or five full years in the case of industrial insurance, the

insurer will pay, in lieu of any paid-up nonforfeiture benefit, a

cash surrender value of such amount as may be hereinafter specified.

(c) That a specified paid-up nonforfeiture, benefit shall

become effective as specified in the policy unless the person

entitled to make such election elects another available option not
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later than sixty days after the due date of the premium in default.

(d) That, if the policy shall have become paid-up by
completion of all premium payments or if it is continued under any

paid-up nonforfeiture benefits which become effective on or after the
third policy anniversary in the case of ordinary insurance or the

fifth policy anniversary in the case of industrial insurance, the

insurer will pay, upon surrender of the policy within thirty days

after any policy anniversary, a cash surrender value of such amount

as may be hetreinafter specified.

(e) A statement of the mortality table and interest rate used

in calculating the cash surrender values and the paid-up

nonforfeiture benefits available under the policy, together with a
table showing the cash surrender value, if any, and paid-up

nonforfeiture benefit, if any, available under the policy on each

policy anniversary either during the first twenty policy years or
during the term of the policy, whichever is shorter, such values and

benefits to be calculated upon the assumption that there are no

dividends or paid-up additions credited to the policy and that there
is no indebtedness to the insurer on the policy.

(f) A statement that the cash surrender values and the paid-up

nonforfeiture benefits available under the policy are not less than

the minimum values and benefits required by or pursuant to the
insurance law of this state; an explanation of the manner in which

the cash surrender values and the paid-up nonforfeiture benefits are

altered by the existence of any paid-up additions credited to the

policy or any indebtedness to the insurer on the policy; if a

detailed statement of the method of computation of the values and
benefits shown in the policy is not stated therein, a statement that
such method of computation has been filed with the insurance
supervisory official of the state in which the policy is delivered;

and a statement of the method to be used in calculating the cash

surrender value and paid-up nonforfeiture benefit available under the

policy on any policy anniversary beyond the last anniversary for

which such values and benefits are consecutively shown in the policy.

Any of the foregoing provisions or portions thereof not

applicable by reason of the plan of insurance may, to the extent

inapplicable, be omitted from the policy.

The insurer shall reserve the right to defer the payment of
any cash surrender value for a period of six months after demand
therefor with surrender of the policy.

(3) Cash surrender value--Life: Any cash surrender value

available under the policy in the event of default in a premium

payment due on any policy anniversary, whether or not required by

subsection (2) of this section, shall be an amount not less than the
excess, if any, of the present value, on such anniversary, of the

(1260]
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future guaranteed benefits which would have been provided for by the

policy including any existing paid-up additions, if there had been no

default, over the sum of (a) the then present value of the adjusted

premiums as defined in subsections (5) , (5a) and (5b) of this section

corresponding to premiums which would have fallen due on and after

such anniversary, and (b) the amount of any indebtedness to the

insurer on account of or secured by the policy. Any cash surrender

value available within thirty days after any policy anniversary under

any policy paid-up by completion of all premium payments or any

policy continued under any paid-up nonforfeiture benefits whether or

not reguired by such subsection (2) , shall be an amount not less than

the present value, on such anniversary. of the future guaranteed

benefits provided for by the policy including any existing paid-up

additions, decreased by any indebtedness to the insurer on account of

or secured by the policy.

('4) Paid-up nonforfeiture benefit--Life: Any paid-up

nonforfeiture benefit available under the policy in the event of

default in a premium payment due on any policy anniversary shall be

such that its present value as of such anniversary shall be at least

equal to the cash surrender value then provided for by the policy or,

if none is provided for, that cash surrender value which would have

been required by this section in the absence of the condition that

premiums shall have been paid for at least a specified period.

(5) The adjusted premium--Life: Except as provided in the

third paragraph of this subsection, the adjusted premiums for any

policy shall be calculated on an annual basis and shall be such

uniform percentage of the respective premiums specified in the policy

for each policy year, excluding extra premiums on a substandard

policy, that the present value, at the date of issue of the policy,

of all such adjusted premiums shall be equal to the sum of (a) the

then present value of the future guaranteed benefits provided for by

the policy; (b) two percent of the amolint of insurance, if the

insurance be uniform in amount, or of the equivalent uniform amount,

as hereinafter defined, if the amount of insurance varies with

duration of the policy; (c) forty percent of the adjusted premium for

the first policy year; (d) twenty-five percent of either the adjusted

premium for the first policy year or the adjusted premium for a whole

life policy of the same uniform or equivalent uniform amount with

uniform premiums for the whole of life issued at the same age for the

same amount of insurance, whichever is less: PROVIDED, That in

applying the percentages specified in (c) and (d) above, no adjusted

premium shall be deemed to exceed four percent of the amount of

insurance or uniform amount equivalent thereto. Whenever the plan or

term of a policy has been changed, either by request of the insured

or automatically in accordance with the provisions of the policy, the
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date of inception of the changed policy for the purposes of

determining a nonforfeiture benefit or cash surrender value shall be

the date as of which the age of the insured is determined for the

purpose of the changed policy.

In the case of a policy providing an amount of insurance

varying with duration of the policy, the equivalent uniform amount

thereof for the purpose of this subsection shall be deemed to be the

uniform amount of insurance provided by an otherwise similar policy,

containing the same endowment benefit or benefits, if any, issued at

the same age and for the same term, the amount of which does not vary

with duration and the benefits under which have the same present

value at the date of issue as the benefits under the policy,

provided, however, that in the case of a policy, providing a varying

amount of insurance issued on the life of a child under age ten, the

equivalent uniform amount may be computed as though the amount of

insurance provided by the policy prior to the attainment of age ten

were the amount provided by such policy at age ten.

The adjusted premiums for any policy providing term insurance

benefits by rider or supplemental policy provision shall be equal to

(i) the adjusted premiums for an otherwise similar policy issued at

the same age without such term insurance benefits, increased, during

the period for which premiums for such term insurance benefits are

payable, by (ii) the adjusted premiums for such term insurance, the

foregoing items (i) and (ii) being calculated separately and a,-

specified in the first two paragraphs of this subsection except that,

for the purposes of (b), (c) and (d) of the first such paragraph, thqE

amount of insurance or equivalent uniform amount of insurance used ir

the calculation of the adjusted premiums referred to in (ii) shall be
equal to the excess of the corresponding amount determined for the

entire policy over the amount used in the calculation of the adjusted

premiums in (i).

Except as otherwise provided in subsections (5a) and (5b) of

this section, all adjusted premiums and present values referred to in

this section shall for all policies of ordinary insurance be

calculated on the basis of the Commissioners 1941 Standard ordinary

Mortality Table: PROVIDED, That for any category of ordinary

insurance issued on female risks on or after July 1, 1957, adjusted

premiums and present values may be calculated according to an age not

more than three years younger than the actual age of the insured, and

such calculations for all policies of industrial insurance shall be

made on the basis of the 1941 Standard industrial Mortality Table.

All calculations shall be made on the basis of the rate of interest,

not exceeding three and one-half percent per annum, specified in the

policy for calculating cash surrender values and paid-up

nonforfeiture benefits: PROVIDED, That in calculating the present
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value of any paid-up term insurance with accompanying pure endowment,

if any, offered as a nonforfeiture benefit, the rates of mortality

assumed may be not more than one hundred and thirty percent of the

rates of mortality according to such applicable table: PROVIDED

FURTHER, That for insurance issued on a substandard basis, the

calculation of any such adjusted premiums and present values may be

based on such other table of mortality as may be specified by the

insurer and approved by the commissioner.

(5a) In the case of ordinary policies issued on or after the

operative date of this subsection (5a) as defined herein, all

adjusted premiums and present values referred to in this section

shall be calculated on the basis of the Commissioners 1958 Standard

ordinary Mortality Table and the rate of interest, not exceeding

three and one-half percent per annum, specified in the policy for

calculating cash surrender values and paid-up nonforfeiture benefits,

211de, that such rate of interest shall not exceed three and

one-half p~elgnt per AnlauM 21gept that A rate of int2esno

exceedainp fourj percenta p2K anum may be2 se for policies issue on

or after the effective dat e of this 1973 ame ndatory a ctL and provided

that for any category of ordinary insurance issued on female risks,

adjusted premiums and present values may be calculated according to

an age not more than three years younger than the actual age of the

insured. Provided, however, that in calculating the present value of

any paid-up term insurance with accompanying pure endowment, if any,

offered as a nonforfeiture benefit, the rates of mortality assumed

may be not more than those shown in the Commissioners 1958 Extended

Term Insurance Table. Provided, further, That for insurance issued on

a substandard basis, the calculation of any such adjusted premiums

and present values may be based on such other table of mortality as

may be specified by the insurer and approved by the commissioner.

on or after June 11, 1959, any insurer may file with the

commissioner a written notice of its election to comply with the

provisions of this subsection, either as to designated ordinary

policies or as to all ordinary policies issued by it, after a

specified date before January 1, 1966. After the filing of such

notice, then upon such specified date (which shall be the operative

date of this subsection as to such policies for such insurer), this

subsection shall become operative with respect to such policies

thereafter issued by such insurer. If an insurer makes no such

election, or so elects to have this subsection apply as to certain of

its ordinary policies only, the operative date of this subsection as

to all of the ordinary policies issued by such insurer (other than

those policies as to which the insurer has elected an earlier

operative date as hereinabove provided) shall be January 1, 1966.

(5b) In the case of indust;rial policies issued on or after the
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operative date of this subsection (5b) as defined herein, all

adjusted premiums and present values referred to in this section

shall be calculated on the basis of the Commissioners 1961 Standard

Industrial Mortality Table and the rate of interest, not exceeding

three and one-half percent per annum, specified in the policy for

calculating cash surrender values and paid-up nonforfeiture benefits-

p~gy2gD, Th su§ch rate of interest shall not exceed three and
one-:half percenjt pe anu _ecRtta a rate of interest not

2Zg22e11n~ four; 122gea p2g aR11 B ~ used1§2 for: policies on or A4ftg

the effective date of this 1973 amendatory act: PROVIDED, That in

calculating the present value of any paid-up term insurance with

accompanying pure endowment, if any, offered as a nonforfeiture

benefit, the rates of mortality assumed may be not more thai' those

shown in the Commissioners 1961 Industrial Extended Term Insurance

Table: PROVIDED FURTHER, That for insurance issued on a substandard

basis, the calculation of any such adjusted premiums and present

values may be based on such other table of mortality as may be

specified by the insurer and approved by the commissioner.

After the effective date of this amendatory act of 1963, any

insurer may file with the commissioner a written notice of its

election to comply with the provisions of this subsection after a

specified date before January 1, 1968. After the filing of such

notice, then upon such specified date (which shall be the operative

date of this subsection for such insurer), this subsection shall

become operative with respect to the industrial policies thereafter

issued by such insurer. If an insurer makes no such election, the

operative date of this subsection for such insurer shall be January

1, 1968.
(6) Calculation of values--Life: Any cash surrender value and

any paid-up nonforfeiture benefit, available under the policy in the

event of default in a premium payment due at any time other than on

the policy anniversary, shall be calculated with allowance for the

lapse of time and the payment of fractional premiums beyond the last

preceding policy anniversary. All values referred to in subsections

(3), (4) , (5), (5a) and (5b) of this section may be calculated upon

the assumption that any death benefit is payable at the end of the

policy year of death. The net value of any paid-up additions, other

than paid-up term additions, shall be not less than the dividends

used to provide such additions. Notwithstanding the provisions of

subsection (3) of this section, additional benefits payable (a) in

the event of death or dismemberment by accident or accidental means,

(b) in the event of total and permanent disability, (c) as

reversionary annuity or deferred reversionary annuity benefits, (d)

as tern insurance benefits provided by a rider or supplemental policy

provision to which, if issued as a separate poli~cy, this section
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would not apply, (e) as term insurance on the life of a child or on
the lives of children provided in a policy on the life of a parent of

the child, if such term insurance expires before the child's age is

twenty-six, is uniform in amount after the child's age is one, and

has not become paid-up by reason of the death of a parent of the

child, and (f) as other policy benefits additional to life insurance

and endowment benefits, and premiums for all such additional

benefits, shall be disregarded in ascertaining cash surrender values

and nonforfeiture benefits required by this section, and no such

additional benefits shall be required to be included in any paid-up

nonforfeiture benefits.

(7) Exceptions: This section shall not apply to any

reinsurance, group insurance, pure endowment, annuity or reversionary

annuity contract, nor to any term policy of uniform amount, or

renewal thereof, of fifteen years or less expiring before age

sixty-six, for which uniform premiums are payable during the entire

term of the policy, nor to any term policy of decreasing amount on

which each adjusted premium, calculated as specified in subsections

(5) , (5a) and (5b) of this section, is less than the adjusted premium

so calculated, on such fifteen year term policy issued at the same

age and for the same initial amount of insurance, nor to any policy

which shall be delivered outside this state through an agent or other

representative of the insurer issuing the policy.

(8) operative date: After the effective date of this section,

any insurer may file with the commissioner a written notice of its

election to comply with the provisions of this section after a

specified date before July 1, 1948. After the filing of such notice,

then upon such specified date (which shall be the operative date for

such insurer), this section shall become operative with respect to

the policies thereafter issued by such insurer. If an insurer makes

no such election, the operative date of this section for such insurer

shall be July 1, 1948.

Sec. 6. Section .23.36, chapter 79, Laws of 1947 as amended

by section 1, chapter 190, Laws of 1951 and RCW 48.23.360 are each

amended to read as follows:

(1) Nonforfeiture benefits: Any paid-up nonforfeiture benefit

available under any annuity or pure endowment 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

anniversary 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

existing paid-up additions, if there had been no default, over the

sum of (a) the then present value of the net consideration defined in
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subsection (2).of this section corresponding to considerations which

would have fallen due on and after such anniversary, and (b) the

amount of any indebtedness to the company 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 made to have annuity payments commence at optional

dates, the annuity payments shall be deemed to commence at the latest

date permitted by the contract for the commencement of such payments

and the considerations shall be deemed to be payable until such date,

which, 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 endowment contract referred to in subsection (1) of

this section shall be calculated on an annual basis, shall be such

that the present value thereof at date of issue of the annuity shall

equal the then present value of the future benefits thereunder

(excluding any total disability benefits attached to such contracts)

and shall be not less than the following percentages of the

respective considerations specified in the contracts for the

respective contract years:

First year ...................................... fifty percent

Second and subsequent years ................... ninety percent

PROVIDED, That in the case of participating annuity contracts

the percentages hereinbefore 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

calculated on the basis of the 1937 Standard Annuity Mortality Table

((for sueh table with reasonable ad1ustment of the age of the life or

lives on whieh the centreet is basedy)) 21, at the gption of the

insurer, the Anorill BUEtalill 1A1212 fr 192, .91timEA1L or an!
mggification of gither of these tables agproged ty the conmissione

and the rate of interest, not exceeding three and one-half percent

per aunum, specified in the contract for calculating cash surrender

values, if any, and paid-up nonforfeiture benefitsi excep that with

:2s2ectto annity and g2re endowment contracts issued on or after
the REtaLtYe date of RCW 48.12.150J3)LbtLiU. for such contracts.
suck 01At of interest May e as high as four perent per annum:
PROVIDED, Thal if such rate of interest exceeds three and one-half

pggcent r p annu, l net consid2Zations and re sent values for such

Eggtracts referred to in this section shall be cagclated on the 1971

Individual__ Ho~ujilrtality ?&#1921 Any modification of this table

RE20114 hl the comnissioner.
(4) Calculations on default: Any cash surrender value and any

paid-up nonforfeiture benefit, available under any such contract in
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the event of default in the payment of any consideration due at any

time other than on the contract anniversary, shall be calculated with

allowance for the lapse of time and the payment of fractional

considerations beyond the last preceding contract anniversary. All

values herein referred to may be calculated upon the assumption that

any death benefit is payable at the end of the contract year of

death.

(5) Deferment of payment: If an insurer provides for the

payment of a cash surrender value, it shall reserve the right to

defer the Payment of-such value for a period of six months after

demand therefor with surrender of the contract.

(6) Lump sum in lieu: Notwithstanding the requirements of

this section, any deferred annuity contract may provide that if the

annuity allowed under any paid-up nonforfeiture benefit would be less

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 amount as may be required by subsection

(3) of this section.

(7) operative date: If no election is made by an insurer for

an operative date prior to July 1, 1948, such date shall be the

operative date for this section.

Passed the House April 14, 1973.

Passed the Senate April 13, 1973.

Approved by the Governor April 24, 1973.

Filed in office of Secretary of State April 25, 1973.

CHAPTER 163

[ House Bill No. 531]

ESCROW OFFICER EXAMINEES--INSURANCE

AN ACT Relating to insurance; amending section 10, chapter 245, Laws

of 1971 ex. sess. and RCW 18.44.230; amending section .18.02,

chapter 79, Laws of 1947 as amended by section 4, chapter 17,

Laws of 1970 ex. sess. and RCW 48.18.020; amending section 2,

chapter 104, Laws of 1969 and RCW 48.18A.020; amending section

3, chapter 104, Laws of 1969 and RCW 48.18A.030; amending

section 5, chapter 104, Laws of 1969 and RCW 48.18A.050;

amending section 6, chapter 104, Laws of 1969 and RCW

48.18A.060; amending section .24.06, chapter 79, Laws of 1947

as last amended by section 21, chapter 195, Laws of 1963 and

RCW 48.24.060; amending section .24.07, chapter 79, Laws of

1947 as last amended by section 1, chapter 86, Laws of 1963

and RCW 48.24.070; adding a new section to chapter 79, Laws of
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