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FISCAL IMPACT REPORT
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SHORT TITLE: Nonforfeiture Interest on Deferred Annuities SB
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SUMMARY

Synopsis of Bill

House Bill 592 amends the Standard Nonforfeiture Law--Individual Deferred Annuities by tem-
porarily lowering the interest rate used to determine minimum nonforfeiture values.

The interest rate is being lowered from 3% to 1 %% for policies issued between July 1, 2003 and
July 1, 2005.

Significant I ssues

Interest rates are lower today in the United States than they have been in along time. In particu-
lar, driven by the market and monetary policy, short- term interest rates have plunged. Insurers
have requested relief from the requirements of the standard nonforfeiture law for deferred annui-
ties.

The National Association of Insurance Commissioners (NAIC) isworking on developing an in-
terest rate index to be incorporated into this law. In the meantime, the NAIC supports thisin-
terim solution. Without this interim approach annuity products may be withdrawn from the mar-
ket and not be available to New Mexicans. The ultimate solution of an indexed approach has a
substantial affect on insurer solvency.
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HB 592 fixes a short-term problem, but does not fix the longer- term issue of an appropriate in-
dex. Itislikely that future legislation will be needed when the NAIC completes its work.

FISCAL IMPLICATIONS

Annuity insurers will file new policy forms with the insurance division. The PRC considers the
fiscal impact of HB 592 to be minimal.

ADMINISTRATIVE IMPLICATIONS
Annuity insurers will file new policy forms with the insurance division.
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