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Executive Order on a Technical interest rate for Life Assurance Activities1)




Executive Order no. 433 of 7 June 1999 




Executive Order no. 433 of 7 June 1999

The following shall be laid down pursuant to section 31(6); section 89(7); section 219(1); section 260(3) and section 261 of the Insurance Business Act, cf. Consolidated Act no. 417 of 3 June 1999: 

 Scope 
1.-(1) The regulations of this Executive Order shall apply to life assurance activities. 

(2) In this Executive Order, "insurance companies" shall mean life assurance companies and lateral pension funds (nationwide occupational pension funds) with registered offices in Denmark or Greenland as well as branches of foreign life assurance companies licensed by the Danish FSA. 
Technical interest rate 
2.-(1) When an insurance contract is established or changed, the interest rate or interest rates (technical interest rate) used in the calculation of the technical life assurance provisions and premiums shall be selected with prudence. 

(2) Furthermore, the technical interest rate, cf. subsection (1) may not exceed the maximum interest rate laid down in subsection (3). 

(3) With regard to insurance contracts established in Danish kroner (DKK) or in another currency, the maximum interest rate shall be 2 per cent per annum including any guaranteed cost and safety margin which may be included in the technical interest rate, cf. however subsection (4). 

(4) With regard to insurance contracts established in a currency other than Danish kroner (DKK), the Danish FSA may fix another technical interest rate in accordance with article 18 of the third life assurance Directive.

3. An insurance company may not enter into an insurance contract in which said company precludes itself from changing the technical interest rate for future premium increases, bonus allotment, etc. for a period of more than one year. 

 Exceptions and exemption provisions

4.-(1) The regulations in section 2(2)-(4) shall not apply to: 

1) an amendment to an insurance contract if the value of the future premiums less labour market contribution is not increased, 
2) a premium increase regarding an insurance contract established as part of an employment contract, to the extent that said increase is equivalent to a previous premium reduction and to the extent that said increase is caused by the policyholder, after having been employed part-time or unemployed, becoming employed to a greater extent than before or becoming employed again. 
3) recommencement of premium payments as regards an insurance contract after such payments have been interrupted for less than a year, 
4) an insurance contract attached to collective investment funds and for which the insurance company has not accepted an investment risk, 
5) a single-premium insurance contract with a currency of no more than eight years, 
6) an insurance contract without a right to bonus, 
7) an annuity with no cash surrender value which is deferred for no more than three years, and 
8) an insurance contract established before 18 May 1999 with entry into force on 1 July 1999. 

(2) In the cases mentioned in subsection (1), nos. 1, 2 and 3, the technical interest rate may not, however, exceed the technical interest rate hitherto applied under the contract.

5.-(1) In the following cases, exemptions may be granted from the provisions in section 2(2)-(4) on application to the Danish FSA: 

1) For transfers of portfolios, mergers or similar, cf. part 16 of the Insurance Business Act and part 8 of the Supervision of Company Pension Funds Act, subject however to a maximum technical interest rate equal to that hitherto applied. 
2) For instances where the application of a higher technical interest rate will have an insignificant financial impact on the insurance company and where such application is adequate and reasonable for the individual policyholders and others eligible under the insurance contracts, subject however to a maximum technical interest rate equal to that hitherto applied. 
3) For instances where the company is temporarily unable to comply with section 2(2)-(4) for technical reasons. 

(2) Upon application to the Danish FSA, exemptions may be granted from the provision in section 3 as regards insurance contracts where a promise of insurance benefits is given on the basis of future premium increases that are specified at the establishment of the contract as to time and size, so that said promise of insurance benefits gains real content and substance immediately on establishment of the contract. 

 Penalties

6.-(1) Any person violating section 2(2) and section 3(1) shall be liable to a fine. 

(2) Companies, etc. (legal persons) may be liable to penalties according to the regulations in Chapter 5 of the Criminal Code. 

(3) As regards Greenland, section 261 of the Insurance Business Act shall be brought into force through a decree on entry into force of the Insurance Business Act for Greenland. 

 Entry into force and transitional provisions

7.-(1) This Executive Order shall enter into force on 1 July 1999. 

(2) The "bekendtgørelse nr. 963 af 12. december 1995 om grundlagsrente for livsforsikringsvirksomhed" (Executive Order no. 963 of 12 December 1995 on a technical interest rate for life assurance activities) shall be repealed.

8.-(1) As regards an insurance contract established on a calculation basis applied before 1 July 1999, premium increases and bonus allotment until 2000 may be calculated applying a technical interest rate of no more than three per cent per annum, cf. however subsections (4) and (5). As regards contracts under mandatory schemes, such increased premiums may not, however exceed 125 per cent, and as regards other contracts, they may not exceed 110 per cent of any contractual agreement before 1 July 1999. For insurances covered by subsection (4) or (5), said increased premium may, however, equal the premium agreed at the end of 1999. 

(2) Insurances written on 1 July 1999 or later with stricter conditions on the basis of a request received before 1 July 1999 and for entry into force before 1 July 1999 may be established applying the technical interest rate applicable at the time of the request. 

(3) As regards an insurance contract established on a calculation basis applied before 1 July 1999, single premiums of no more than DKK 34,000 for each policyholder may, until the end of 1999, be calculated applying a technical interest rate of no more than three per cent per annum.  

(4) As regards an insurance contract established under a mandatory pension scheme with a technical interest rate of no more than 3.7 per cent per annum, premium increases may, until the end of 1999, be calculated applying the same technical interest rate. 

(5) As regards an insurance contract prepared on a calculation basis applied before 1 July 1982 with bonus accrued, premium increases that have been contractually agreed before 1 July 1994 may, until the end of 1999, be calculated on the same basis provided that the average guaranteed return does not exceed an amount corresponding to 3.7 per cent per annum of the individual insurance contract including bonus accruals. 

(6) If an insurance company applies the regulations in subsections (1) and (3)-(5), the responsible actuary shall, in his annual report, account separately for the adequacy of such application of regulations.

 The Danish Financial Supervisory Authority, 7 June 1999 

 Henrik Bjerre-Nielsen 

 /Klaus Grünbaum

 

	 Official notes 


 1) This Executive Order contains provisions that implement parts of Council Directive 79/267/EEC, Official Journal L 63 p. 1 (first life assurance directive) and parts of Council Directive 92/96/EEC, Official Journal L 360, p. 1 (third life assurance directive).





