SCS SB 1188 -- ANNUI TY CONTRACTS
SPONSOR:  Loudon (Luet keneyer)

COWM TTEE ACTION:  Voted "do pass by consent” by the Conmttee on
Fi nanci al Services by a vote of 19 to O.

This substitute anends the fornula that may be used for

determ ning the m ni mum present value of an annuity when it is
termnated early. Current |law requires these contracts to offer
amninmminterest rate of 1.5% The substitute renoves this

m nimum and allows a rate that is tied to the five-year Constant
Maturity Treasury Rate, as reported by the Federal Reserve. The
substitute allows the sellers of annuities to continue to use the
current formula until July 1, 2006. The current |aw expires on
July 1, 2004.

The substitute contains an energency cl ause.

FI SCAL NOTE: No inpact on Ceneral Revenue Fund in FY 2005, FY
2006, and FY 2007. Estimated |Incone on Ot her State Funds of $0
to $17,500 in FY 2005, $0 in FY 2006, and $0 in FY 2007.

PROPONENTS: Supporters say that the bill is based upon a nodel
| aw revi sion published |ast year by the National Association of
| nsurance Comm ssioners. Sixteen states have adopted this nodel
| anguage. I n 2002, the standard m ninum nonforfeiture rate of 3%
was reduced to 1.5%to reflect the current lowinterest rate
environnment. Wthout the reduction, many insurers would have
been forced to withdraw their annuity products fromthe market,
giving M ssouri investors fewer choices. The proposed i ndex
woul d permt the mnimumnonforfeiture rate to fluctuate with
mar ket conditions, which is a fair solution for investors and

i nsurers.

Testifying for the bill were Representative Luetkeneyer; Life
| nsurance Associ ation of Mssouri; General Anerican Fi nancial;
Met Life; and Al G Financi al Servi ces.

OPPONENTS: There was no opposition voiced to the commttee.

Ri chard Snreker, Senior Legislative Analyst



