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Senate Bill 636 - Amentling the Insurance Department Law. further
regulating the computation of the reserve liability of life and health
and accident::insurance policies and annuity contracts.

senate Bi1L 637 - Amending the Insurance Company law, increasing the
interest rate for computation of minimum nonforfeiture benefits and cash
surrender values required in Life insurance policies.

C. PREVIOUS HISTORY

Referred to Senhte Insurance Committee, April 28 , 197 5.

D. DEpARTMENT pOSlTION: (EXpRESS SUPPORT, OppOSiTtON, pROELEM OR NEEO Ar,rO JUSTTFY-USE ADDITToNAL SHEETS lF l{ECESSARYI

These companion Bil1s involve somewhat compl-icated actuarial- concePts.
fogether, they have three main provisions. These are:

(1) they would raise the interest assumption on reserves for life
insurance policies from 3LE to 48;

(2) they would raise,the interest assumption on single premium immediate
annuities from 48 to 68;

(3) they woul-d change the basis on which accident and health insurance
reserves are computed from a fixed table at a fixed rate, to a table and rate
to be determined by the Insurance Commissioner.

The Insurance Department supports senate Bill 636 antl Senate Bill 637
in principle. Eowevei, we reg"rd the proposed 6* interest rate for "single
premium inunediate annuity contracts" founil on page 3, lines 24-25 of the
Bill to be excessive, Instead, we propose that the wording on page 3, l-ine
24-25, "and six percentum (6%) interest for single premi-um immediate annuity
contracts" r be stricken and. that the wording "for single premium immediate
annuity contracts, and interest rate to be approved from time to time b}. the
Insurance Commissioner" , be inserted.

With the above-noted proviso, the Insurance Depaitment supports the
passage of Senate Bill 636 and. Senate Bil-I 637-
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