INSURANCE SUBCOMMITTEE
- OF THE
STANDING COMMITTEES ON COMMERCE

Final Report

The Insurance Subcommirtee was created by the joint ac-
tion of the Stancing Committees on Commerce to study and subdmic
reconmendations concerning problems in the insurance indusiry.
The membership of the Insurance Subcommittee, as appointed by the
respective Commerce Coumittee Chairmen, is as follows:

Representative Haroid 0. Fischer, Chairman
Senator James E. Briies

Senator Gene W. Glean

Senator Jim Griffin

Representative Theocdore R, Ellsworth
Representative James H. Schwartz

The Insurance Subcommittee ¢onsiderec a wide variety of
problems concerning the insurance 1ndustry, and in so doirng re-
ceived information and testimony from a coansicerable number of
tndivicduals knowledgeable in the field. Axong the problems con-
s1dered are the iollowing:

l. Establishment and regulation of group credit insuracnce
rates.

2. Control of variable annuity contracts.
3. Arbitrary cancellat:on of autcnmobile insurance policies.

4. The "no fault" ceonceps of automotlle asuvance coverage.

5. Cancellation of imsurance agency contracts DY inasurance
companies.

6. The sale o0f title insurance by lowa iiC@L&<el .LSurers.
7. Regulation and control of insurance holiding companies.
B. Group credit insurance premium tax assesszent srdCcecurcl.
9., Taxation of health insurance premiums ¢coilected by th

Blue Cross-Blue Shield companies, ¢r the exemprior
taxation of health insurance prexiums coiiected Dy pv
vate insurers.

10, The "use and file" method of estudliishing Insurance vates.

11, Conflirt of interest i1aws relat:in;y to insurance company
directnrs and officers.




12. The effect upon insurance policyhoiders and cieimarnts of
insurance companies beconing insclvent.

The Insurance Subcommittee recommends that the Standing
Commnittees on Commerce endorse the enactment ¢f the following
legislative proposals:

1., The Model Credtt Insurance Bilil, as amended anc recomnended
by the Commissicner of the Department of Insurance {("Ccm-
missioner's Bill").

g% ]

. Senate File 203, Sixty-third General Assenrdbly, (as passec
by the Senate), relating to cancelilation and nonrenewal
of automobile insurance policies, as amernded Dy the de-
letion of sections 10 and 14 providing fcr & hearing
before the comnmissioner and a penalty clause respeciively.

3. House Flle 633, Sixty-third Ceneral Assexmdbly, relatirg o
the encouragezent of cowpetition among certain casualty
insurance companies ia rate maxking, &s amended pursuant
to suggestion by the ATerican Insurance Association.

4. A bill relaticg to ¢onflicrs ofi interest of ofiicers and
directors of insurance companies.

3. A bill containing the provisions of the Nodel Insurance
Holsing Comparny Syster Regulatory Ac¢t, as acmended pursuarnt
to suggestion by the Insurance Tepariment.

6. A bill to exempt fron taxation ail premiuns collected >
private insurance companies for hospaitel and mecical in-
surance policies.

7. A bill to require insurance COmDanie€s TO sutnmit cne yea:r :
notice of intent To cancel agency cecntrecis.

E. iowa Insurance fuaranty Association Act, &an &<t tec avela
financial loss to Incdividuals Jue Te I.ue LnsQLverncy oF arl
iosurer.

The eight Tecormmended 511.:5 and amendmerls are current.s
being prepared by the Legislative Sevvice Eureau 1or Introcultic.

or filing.




INSURLNCE SUBCOMMITTEE OF THE STAXDING

COMMITTEES ON COMMERCE
MINORITY REPORT

FILID BY: SENATCR GINE W. GLERN DEC. 16, 1969

Except insofer as my votc on specific legisletive propocals colr-
clded witk thoge of the mejority of the Subcommittee, I dlssent from the
Majority Beport filed herei.

The pervasive malaice of contemporary democracy - that of government
guided dy self-interested groups and organizatiors - has iztedded iteelf
firnly upon the deliderations and findings of the Subcormittee. When such
influoncec clearly dominate leglslative recommenlations, the public interest
peceseltates full information on the processes that are operative,

In composition, the six-member Subcommittee kas four mecbers, e majority,
who are engaged in the insurance tusiness. While adnittedly more knowledgeeblle,
perhaps, than the average legislator on the intricacies of insurence mattere,
the possibility of personal interest in legislative policles enacted into law
loons much larger, I may fairly be presured that the tenfercy of industry-
oriented legislatorg will be toward a reduction of public regulaticn, anéd the
edvencoment ¢f such formulas as will result in higker ylelds to tze industry,

In microcosm, the Subcommittee structure camnot de depicted as representative
of tre Jowa Leglslature,

in procedure, the minutes evidence a grievous imdalance of preseniation.
Altrough requested by the undersigred, no pudlic hegring was heid on matilers
considersd by the Subcommittee. Correspondence recelved fron constituents
suggests irjustices that have occurred under present regulations, ané which
may persist unlesgs remedial action 1is taken, The Sudbcornittes right well Lnave
berefited fron the citation of personal experiences by thoce rost affected -
the general pudlic,

Reconsicderatior ¢f legziclative mction completed Dy the lewa Senate during
the let Sesolior of the 63rd Gereral Acsesbly by the Senate Subccrmiitee melters
apoears viglative of the spirit 1f rot the rules of the Sencte, Technicelly,
S.¥, 203, the automodile irnsurance cancolletior till, had Test »nleced teyord o
Jurisdiction, having been sent to the Eousc subsegzent W (%6 peioace., Yet, t:e
Senate Subcczmittee mexders votel upen & zotion reccomending adeprion of thne
Bepsure with deletion of two sigrificent provicions, Tho ecsence of blcarerciise
requires independent consideration by the two Louses of lesislative prepocrls;
when ¢ne rouse has worked its will, the matter thex movcs t2 the atier body., if
veto powor is vestel in the hands of {hree Senators, two of whon voted op the

locing side whan the two amendments in questior were corsicered, then tke consifere?

action of the whole Senante may bde labelled & rullity,

Inordirate reliarnce upon the positicne of inZustry cpokeszer pertested thc
Sudbcommittee's deliderations. 4part fron Subcomzittes mente:rs, cuunsel, &and regro-
sertatives of tho Insurance Comnlcsiorer's office, the percons Il attendsrce et
Sudcomnittee meetin ;s and offering stetements oxn legislative propossls osverwhelo—
ingly represernted t-e losurerce arnd bankirg industry, with reny kavieg been res-
1atered lotbyists 1., the let Secelon of the 63rd Generrl isserdly. As trze zinites
disclese, the poeltions urged by suck special interectt advocates dear strirxing
reserdlonce to the recormendationa adopted in the Msjoriiy Rensrt in neprly all
instrnces, One pocsible exception may bo that of the Eus Crius-Slue Shlield
representative,
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In anticipation ©f the contention that all or nearly all of the recom~
sendations adopted were approved by tke Insurance Comnisslozer's office,
thereby safeguarding the pubdlic interest, several observations mgy be approp-
riete. One, the whole Legislature - not the Commiggiorer - 18 ertrusted with
legialative docisions as to what constitutes sound public policy. Two, the
Commissioner is placed in & somewhat untenable positlion when hie views are
solicited concerning matters that enlarge or circumseride his regulatory
authority. Ko incumbent Commiesioner would chocse t0 eppear unduly dureau-
cratic in his posture on such matters, and particularly not when the rajority
party hoists the untrazmelled standard of free enterprise ebove all other
econonic virtues, Three, by the very nature of his positior, tke Jommissloner
is sudbjected to subile precsures from the indusiry snd its representatives
that tend inevitably to dlur objectivity of position. XNothing hereln should
be construed as a personal reflection upon the incumvent officokolder,

¥hile not concurring 3n the supporting statements on legielative matters
contained in the Majority Report in but a few instences, I shsll limit specific
obeervations on legislative recommendations to the following:

S, F, 203

This messure should be enacted as passed by the Senate; the hearings acd
penalty provisions should not be deleted, According to the Igsurance Commlsslorer,
an ectinmated 30,000-40,000 Iowans bad their gutomobile insurance policles cen—
celled last year on grounds defined as other thaz valid dy the bill. The only
Tecourse provided these unfortunates 4s a complaint to the Copmiseioner, with
only occaeional redress, or the purchase of high-risk insureance.

A statutorily-defined hearing procedure would ersure due process of law.
Ivery citizen then might know such procedure vas aveallatle, and inwvoke It upor
neceasity. A great many Iowans do not precsently know of the existence of the
Commigsiorer's office, and its services. Moreover, its precedures are indelinite,
redresgs depencding upon the aggresslveness of the irvostigetion, temacity in cor-
fronting the offexding carvier, and wltinagtely the willirgress of the cerrier to
reverse or adjust its position, Clearly, preciee legal stendards exbodled in &
bheorings clause would be more protective of the motorist.

The penalty provigior would recove ar offending cerrier fror its presert
status of imounity; individusls are subjected to peralties wher they violstie laws,
why ghould not irnsurance co~penies be subjectel to sirmilar sarctions! loresver,
a corviction or rultiple convictions would provide the Insurarco Cormissicrer
with a sourd basie for refusing to permit a vioiating carrier frou doing dusincse
iz Jowa.

H¥. 633

I oprose enactment of the so-called "Use and File" bill, This proposal, if
adopted, would dypass the existing requirecert of acvance approval on gutcmobtilc
and casualty insurance ratec by tae Insurarco Cormiceicner, ellowirng the carri:ry
to incresse their rates wherever and 4r what amounts tre) ehould ckoose., Spcce.fic
odJjectiors include these:

One, the regulatory authority of the Ircsurarce Comzlsslioner would Yo grez:ily
reduced, Upoxn a finding that a ¢lass of irsurance wes feorretitive® - g guiasline,
it may be observei, 86 loose in concept es Yo be practically incistizet - t:e
Commisafoner nicht promigate ruies permitting scif-detormired preomiuz rates,
Trhereafter, under the Subconriitee anendmert, if the Comziasioner were %0 concluic
that such cles: of insurance was no longer Meorpetitive®, he cight after herring
enend or witrnirgw his original order, Contrary to publiakez reports, the Hill aoel
not give the Comnissioner specific authority to dipgoprove rates after ihey arc
filed; his authority ies limited to a deterzinestion of "carpetitivonoes,™
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Two, no evidence was presented to the Sudb¢comnittec that the present
syeten of advance approval is injurious to the putlic welfare or to the in-
surance industry in the State of Iowa. While apprebension was expressed that
a Ppolitical® Commissioner might at some future tine emerge, n¢ such present
contention was ralsed,

Three, it ie¢ apparent that the ingurarce industry odJjective in supportirg
this bill 48 to enatle the carrisrs to lncrease premiuxz rates witkbout effectual
State regulation. £ higher profit-rotive thus appears to be the rationale be-
hind this legislation., Manifestly, such reason is incomsistent wit:k the pultlic
interest that should serve as our guide in legialating.

Four, no showing has deen made that the present systez for setting rates
izperiles the golvency of the insurance industry. V¥hile underwriting profits
zay de slender, the over-gll health of the industry - as demorstrated dy a Staf?
Study of the Senate Antitrust Subcommittee in Washington, released Just two
woeZa ago - 18 indisputadle, with average after-tax earringa in the 1959-1968
decade of 10.5 percent, Sufficient flexidility is present 1z our existing rate
structure to permit adjustments when economic circumstances so warrant.

Credit Insurance Bill

¥hile I favor the enactment of this legislation, I voted no in Subconnittee
because of partisan political considerations injected. & sitilar dill, E.7, 671,
introlduced in the House of Reprosentatives, March 26, 1969, by Representativs
Gannon, was dypassed by the Subconmzittee because as one Subconzitiee mexber ob-
served, the sponeor was of toe wrong political party. It ic derloratie taat such
ap attitude should prevall when worthy legislation is wunder coxsidarasion.

Eealth Ingurpgnco Tex

Walle I concur iz the Suscomzitteoe recosmendstilon tizgt tae ta: on hezlth
insurance premiums should dbe repealied, I sutmit thet privetc carriers shoulld Te
required to abide by sinller legislative cortrols Ir »ezard to rete apdrc";l.
exployee salaries, and non-profit status, currently i{mpesed pon Blus Cross- Il
Shleld. Unduly largs profi: ylelds is 4ris grac penslize thoso citizeas whs necd
protection most, and are leest adle to afforld 1it.

Recoareniation

For all the reasons afcresaii urgsd, 7 rocczacnl to the Standing Commitucis -
on Comnerce that the Yajority Eeport of this Subcoomzittee be rajecteld, 3ot
Kinority Report adopted.

Bespectiully Suozitted
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