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B. PROPOSED LEGISLATION: (6IVE CONTENT, PURPOSE AND FUNCIION)

senate Bill 635 - Amending the Insurance Department Law, further
regulating the computation of the reserve liability of ]-ife and heal-th
an6. .cciaerit. :insurlnce policies and annuity contracts.

Senate Bitl- 637 - Amending the Insurance Company Law, increasing the
inEerest rate for computation of minimum nonforfeiture benefits and cash
surrender values required in l-ife insurance poJ-icies.

C. PREVIOUS HISTORY

Referred to Senate Insurance Committee, April 28, L975.

D. DEPARTMENT POSITION: (EXPRESS SUPPOFT, OPPOSITTON, PROBLEM OR NEEO ANO JUSTTFY_USE ADOITIONAL SHEETS IF NECESSAFY)

These companion Bills involve somerrrhat complicated actuarial concepts.
Together, they have three main provisions. These are:

(1) they woul-d raise the interest assunPtion on reserves for life
insurance pol-icies from 3LB to 49,

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

(3) they would change the basis on which acciclent and health insurance
reserves are computed from a fj-xed table at a fixed rate, to a table and rate
to be determined by the Insurance Commissioner. . '

The Insurance Department supports Senate Bill 636 and Senate BiIl 637
in prineiple. However, we regartl the proposed 68 interest rate for 'rsingle
premium immediate annuity contracts" found on page 3, lines 24-25 of t}re
Bill to be excessi.ve. Instead, we propose that the wording on palJe 3, line
24-25, "and six percentum (68) interest for single premium immediate annuity
contracts", be stricken and that the wording "for single preruium imnediate
annuity contracts, and interest rate to be approved from time to time by the
Insurance Commissioner" , be inserted.

With the above-noted proviso, the Insurance Department suPports the
passage of Senate BiLl 636 and Senate Bill- 637.
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