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NEW SECTION. Sec. 7. This act is necessary for the immediate preservation
of the public peace, health, and safety, the support of the state government and its
existing public institutions, and shall take effect immediately.

Passed the House June 6, 1977.
Passed the Senate June 4, 1977.
Approved by the Governor June 15, 1977.
Filed in Office of Secretary of State June 15, 1977.

CHAPTER 250
[Substitute House Bill No. 572]

LIFE INSURANCE POLICY LOANS-INTEREST RATES

AN ACT Relating to life insurance; amending section .23.08, chapter 79, Laws of 1947 and RCW 48-
.23.080; and creating a new section.

Be it enacted by the Legislature of the State of Washington:

Section 1. Section .23.08, chapter 79, Laws of 1947 and RCW 48.23.080 are
each amended to read as follows:

(1) There shall be a provision that after three full years' premiums have been
paid thereon, the insurer at any time, while the policy is in force, will advance, on
proper assignment or pledge of the policy and on the sole security thereof, at a
((specified)) rate of interest ((nout exedn si pecn peJ auinti, ui if payable. ini

provided for in paragraph (c) of this subsection, a sum to be determined as follows:
(a) If such policy is issued prior to the operative date of RCW 48.23.350, the

sum, including any interest paid in advance but not beyond the end of the current
policy year, shall be 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 dividend
additions thereto, less a sum not more than two and one-half percent of the
amount insured by the policy and of any dividend additions thereto. The policy
may contain a provision by which the insurer reserves the right to defer the making
of the loan, except when made to pay premiums, for a period not exceeding six
months after the date of application therefor.

(b) If such policy is issued on or after such operative date, the sum, including
any interest to the end of the current policy year shall not exceed the cash surren-
der value at the end of the current policy year, as required by RCW 48.23.350.

(c) (i) The policy shall contain (A) a provision that policy loans shall bear in-
terest at a specified rate not exceeding six percent per annum, or (B) a provision
that policy loans shall bear interest at a variable of not less than four nor more
than eight percent per annum.

(ii) The variable rate shall not be changed more frequently than once per year
and no change may 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.

(2) Such policy shall further provide that the insurer may deduct from such
loan value any existing indebtedness on the policy (unless such indebtedness has
already been deducted in determining the cash surrender value) and any unpaid
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balance of the premium for the current policy year; and that if the loan is made or
repaid on a date other than the anniversary of the policy, the insurer shall be enti-
tled 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 indebtedness and shall bear interest at
the same rate; and that if and when the total indebtedness on the policy, including
interest due or accruing, equals or exceeds the amount of the loan value thereof
which would otherwise exist at such time, the policy shall terminate in full settle-
ment of such indebtedness and become void; except, that it shall be stipulated in
the policy that no such termination shall be effective prior to the expiration of at
least thirty days after notice of the pendency of the termination was mailed by the
insurer to the insured and the assignee, if any, at their respective addresses last of
record with the insurer.

(4) The insurer shall provide in any policy issued on or after the operative date
of RCW 48.23.350 that the making of any loan, other than a loan to pay premi-
ums, may be deferred for not exceeding six months after the application for the
loan has been received by it.

NEW SECTION. Sec. 2. This 1977 amendatory act shall not impair the terms
and conditions of any policy of life insurance in force prior to the effective date of
this 1977 amendatory act.

Passed the House March 17, 1977.
Passed the Senate June 4, 1977.
Approved by the Governor June 15, 1977.
Filed in Office of Secretary of State June 15, 1977.

CHAPTER 251
[Substitute House Bill No. 619]

IN VESTMENT OF PUBLIC FUNDS

AN ACT Relating to investments; amending section 7, chapter 105, Laws of 1975-'76 2nd ex. sess. and
RCW 41.50.050; amending section 10, chapter l05, Laws of 1975-'76 2nd ex. sess. and RCW 41-
.50.080; amending section 7, chapter 103, Laws of 1973 1st ex. sess. as amended by section 112,
chapter 34, Laws of 1975-'76 2nd ex. sess. and RCW 43.33.050; amending section 9, chapter 103,
Laws of 1973 1st ex. sess. as amended by section 26, chapter 105, Laws of 1975-'76 2nd ex. sess.
and RCW 43.33.070; amending section 2, chapter 17, Laws of 1975-'76 2nd ex. sess. and RCW
43.84.150; adding a new section to chapter 41.26 RCW; adding a new section to chapter 41.50
RCW; adding a new section to chapter 41.40 RCW; and adding new sections to chapter 43.33
RCW.

Be it enacted by the Legislature of the State of Washington:

Section 1. Section 7, chapter 105, Laws of 1975-'76 2nd ex. sess. and RCW
41.50.050 are each amended to read as follows:

The director shall:
(1) Have the authority to organize the department into not more than two di-

visions, each headed by an assistant director;
(2) Have free access to all files and records of various funds assigned to the

department (ffb. ivestmen ptipose)) and inspect and audit the files and records
as deemed necessary;
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