
INSDRA~CE SUBCOM~ITTEE 

OF THE 
STANDING COMMITTEES ON COMMERCE 

Final Report 

The Insurance Subcommittee ~as created by the jo,nt ac­
tion of the Stan~ing Committees o~ Com~erce to study and sub~l< 
recocmendat1ons concerning problems in the i&surance ln~ustry. 

The m~mbership of the Insurance Subcoccittee, 8S ap?olnted by the 
respective Commerce Co~mittee Chairmen, is as follows: 

Representative Haroid O. Fischer, Chairma~ 
Senator James E. Briies 
Senator Gene W. Glenn 
Senator Jim Griffin 
Representativ~ Theocore R. Ellswor~h 

Representative James H. Schwartz 

7he Insurance Sub~om~i~tee considerec a ~lCc variety 0: 
proble~6 concern1ng the insurance ln~ustry, an~ 1~ so ~o1~g re­
ceived 1nformation and testimony from a consicerab:e number of 
individuals knowledgeable in the field. A:o~g the problems con­
sider~d are the following: 

1. Es~ablishment and regulation of g~OU? credit iGSUIa~Ce 
rates. 

2. Control of variable annuity contract~. 

3. Arbitrary cancel:ac:o~ c! autc~obi~e inb~r&nCe po!1c~~~. 

4. The IIno faul~" CC~CE=P: c..: auco::.o::';;':c :.=-.s....;:-~:"'.ce COVE.'!"a.';i.. 

5. Cancellation of insara~ce age~cy co~trac:s oy i~s~ra~ce 
companies. 

6. The 6a~e of title i~surance by :o~a 
. . 
.i..::" C ar.s.::.:. .. r.s~rers . 

7. Regula:1on and control of 1nsur&~ce ho:cii~g Co~?~~~~s. 

8. Group credit insurance prem1u~ tax 8ssess~en: ?rOCeGUI~~. 

9. Taxation of health insurance p:e~1U$S c~ile~te~ by t~~ 

Blue Cross-Blue Shield co~p~nl~s, cr th~ eKe~pt::..o~ :rc~ 

taxation of health indurance pre:!ucs C0~~~ct~d ~y prI­
vate 1r:surers. 

11. Coa:11c t of interest ~d\JS re13t::.n~ to 1n5~ra;:.c~ ,,:o~;).);-,y 

d1rect0rs and off.cers. 
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12. The effect u?on insurance policyhoiders an~ ciaimants of 
insurance companies beco~ing in601ve~!. 

The Insurance Subco~mittee recon~encis t~3t the Star.di~g 

CO~Qittees on Com~erce endorse the enact~e~t of the following 
legislative proposals: 

1. The ~odel Credit Insurance Bill, as a~encieci a~~ reco~~Bncec 

by the Comrnissicner of the Department of !nsur.1Dce (IICO~­
missioner's Bill"). 

2. Senate File 203, Sixty-third General Asse~bly, (as passec 
by the Senate), relating to car.ceilation ane nonrene~al 
of autooobile insurance policies, as a~ended by the de­
letion of sections 10 ar.~ 14 providing fer a hearing 
before the co~~issioner and a penalty clause respectively. 

3. House File 633, Sixty-third General Asse~bly, relating to 
the encourage~ent of co~petitio~ among certain casualty 
insurance co~?ani~s in rate ~a~i~g, as a~en~ed pursuant 
to suggestion by th~ A~erican Insurance Associat1o~. 

4. A bill relaticg ~o conflicts of i~t~re6t of offic~r6 a~d 

di~ectors of 1nsura~ce cO~?3r.ies. 

5. A bill co~ta!~i~g t~e ?rovisions o! ~he ~odel Insurance 
NoIsing Co=pa~y Syste~ Reguia~ory Act, as a~e~~eci ?Ur5~d~t 

to suggestioc by the !~sur3nce ~e?art~ent. 

6. A bil: to ~xe~?: !ro~ taxatio~ a~~ ?re~~~~s collec:ed ~~. 
?rivate insura~ce co~pa~i~~ for h~S?~t2i a~d ~~~~ca~ 1n­
s~ra"ce policies. 

7. A bill ~o req~i=e iLs~:anc~ ~O~?~C~~~ :0 ~~b~i~ C~~ ye~: 
~otice of inten~ ~o ca~c~l age~cy cc~:~~~:s. 

s. ~oy.;a Insl,;rance 
fir.a:-.cial :oss 
i:-.sure..r. 

Guara~ty Assoc~~:i0~ 

to !nd~vi~~a~s j~e ~~ 

, - -.-..... ~ . a':". G'::~ tc avo ... ..::. 
: ~'. f: .~ =-. 

The eig~: re~o~=~~cie~ ~~::3 a~~ d~e~~~e~:~ ar2 c~~r~:::~·. 

being prepared by the LeSisl~t~ve Se~v~~~ lw:~~~ ~c: ~~::c~~~::c. 
or filing. 
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COMMl'l:TD:S ON COKl-:DlCE 

MINORITY REPORT 

DZC. 16, 1969 

Except insotar a8 my voto on spec1fic leg1slative propocals c01~­
c1d&d with those ot the major1ty ot the SUbcommittee, I diesent fro~ the 
}laJori t7 l!eport filed here1:1. 

The pervasive J:llllllise of conte~rs.r:7 delIlocrecl - that of goverrucent 
cuided by ~elt-1nterested groupe and or&aniza~10~e - has i~bedded itself 
f1rllll,. upon the delfbe:rat1ona and !indi~a of the SUbcot'l:lli ttee. Wher. suer. 
1nfluence& cloar11 d~inate legislative reco~endation6, the public intereet 
neceos1tateo full information on the proce8ses that are operative. 

In composition, the .ix-meeber Suboom=ittee haD four cecber&, 8 ccjority, 
"he are 6Ilg~ecl. ill the 1nsurance budneee. While aa,ittoclly Mr6 lcno'olle~~f,ble, 
perhaps, t~~ the average legislator on the intricacies of insurence watterc, 
the p08slb1lity of personal intereat in le£!slative po11cleo enacted 1nto In'ol 
lOOtl6 lIlUch larger. It may fairly be prell1llCEod th/lt the tenc.enc:r of industry­
orientad legislator. will be to"ard a reduct10n of public regulation, a.~d the 
advenC()!l1ent of such form1llas as will result ill b1£;her yield,; to tll8 inc.uGtr;. 
In tlicrocosm, the Subco:lci ttee str.:.cture canno'; be depicted as rBpresen tat1 ve 
of the Iowa Legi8lature. 

in proccdu:e, the minutes evidence 8 grievous imbal~~ce of pr68entatio~. 
J.l tw~ reClU8sted. by the undenigI:6d, no pabl1c l:ear1:;g 1o'as held Oil mat~ers 
conslde.~d by the S~bcocmittee. CorreBpo~~ence received frv~ constltu~t& 
auggeat.s injustice" that have occurred ULder present rebU1at.;.ons. enc ,,·l'.1c:: 
may peral£t UIlle88 re:ledial aetton is taken. The SU'bcor..:>1tteil r.igr,t well t.f\ve 
becefited from the citation of personal experiences b¥ thece r.oet &!!ected -
the general public. 

Reconsideration of legi&l~tive ~ct1oll cooplete~ 'by the Ie1o'a Se~te d~r~b 
the let Seaoion of the 63rd Ge!'-eral Acsecbll by the Se.-.c.tG S-.:.":icC"."t~ttee ,",o:.c(':"c 
appears viclntive of the spir1t if LOt the rule8 of the S~.c~e. ~e~~~icel:y, 
S.!. 203, the :l"J.to::.obile 1r:m;.ra.~ce c311coll&tion bill, had beer. ?!£c,,(\ be::o~.::' c:.c.' 
jU:-!.8dictio:l, hAving been &e."'lt to tr.e Eous~ 8utBe~·;.e:'..t ~ it' 'Pa:.n~e. '."E:, ~~:.e 
Ser.e te SUbcc=1ttee :e:::bers votE,~ I .. pon a ::etion recc=c;-,c.in;: n-:C;l~ ion 0: t:.c 
a:aesaure '11th deletior. o! two tiigni:f1c.e.nt proV'1cior.s. '!'he, ~csence of bicar.~:".:'::'~~~ 
requirea ind.ependent cone1<i.eration by tl:.e tvo J:.t,· ... s .. s o~ let!~lntiv" pl'CpOCc~s; 
vhe: one to~se rAS worked its will, the ~ette~ then coves t~ the ~t~er bocJ • .f 
veto PO"'OT 1s veote~ in the hande of t.hree Senato~s, two of w:-..oc voted OD tho 
locing e16.e 1oIh8ti the two amen<il::ents 1r. (r~est1o~ we:-e cor.slc:.ered, tr.en the rO!'.r.i"C~t-; 
action ot the "hole SenD.te zna:r be labolled a ~ull1ty. 

lnor<i1r.<:>te rel~!IIlce Upon the p05lt1cna o~ l.n:::':stry "",ok16::en perIr_6:,te~, tc,c 
Subco=i ttee'9 del1!>ere.t1ons. Apart fro:;, Succo:';:t! ttee :ne:>'te:;;, cou::scl, £o!'c. ~"l-~.:­
ae~tat1ves of t~G l~suran~ Co~i&&ione~'b o~!ice, the ~ercon" i~ atte~~ce e.~ 
SubCot:tlltt6e ",eetin,;s and o!fe~!.:lg ste.te::ler.ts or. le .. islat~vc ;::-opost.lc "v"" .. ,r,el:.:­
l.nt;ly r8;ref.er.ted Le ineurl'l'c(' !I.Ild ba::kir..?; In<i.ustr;, ...tth r:.a."1;I l;avj."b bee!> :,~e;­
hte:-ec 10':'oyiats 1;, the 1st Sece~on of the 63rc. GQ.~cn.l Aa8e:-.l)ly. As t:-.e =!::,,~e. 
dlsclone. t~ pve1t~onB urged by Buch specifll ir.t6rect ad-vocr,tee be"r 6t.~dI:t: 
rese::;~l6nCe to the Tecorr.:ner.clation~ adopted ir. tr.e V-sjority Re;>o:-t t::. ner.rl:r all 
1nstr~ce.. One po~~ible except10n cay bo that of the Bl~6 Crous-]1ue Sh:eld 
rel'reaentsti ve" 
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In anticipation of tbe contention that all or nearl, all 01 the recor.­
=endationa adopted were approved by the Insurance ComcissioLer'L office. 
thereby ea!eguardinc the public lnterest. leveral observations may be approp­
riate. One. the whole Legislature - not the CommiEiliocer - 1& entrusted ..,itt. 
le~islative decisions aa to what constitutes lound public policy. Two. the 
Commissionsr is placed in a so=ewhat untenable position when his views are 
solicited concerning matters that enlarge or circumscribe h1s reGUlatory 
authority. No incumbent Commieeloner vould. choose to appear IJ.D,dnly buree.u­
cratic 1n hie posture on ~ch matters. and particularly not wh611 the rr.ajorHy 
party hoists tbe untram=elled standard of tree enterprise above all other 
economic virtuea, Three, by the very nature ot hiB posi tior., the Commissiocer 
1. aubjectpd to subtle pressures trom the in~atry and ita representatives 
that tend inevitably to blur objectivit}' ot poaition. Nothin& herein should 
be construed aa a personal r~tlection upon the lr.c~bent otficobolder. 

While not concurrlll4: in the sll:pportir.e atatements on leghlat1ve J:latters 
contained in the YAjorlty Report in but a few instances, I shall limit specific 
observations on legiall\t1Te recommendAtiona to the tollo..ru::g: 

5.1. 203 

This lI18.'lsure ahould be enacted 8S paned by the Senate; the hellrir.gs and 
penalty provia10ne should not be deleted. According to the I~sur~cc Co~ls.lor.Er, 
an ecticated 30,000-10,000 Iowans had their auto~obl1~ insu~ance policies ce-~ 
celled last year on grounds def1~ed as other than valid by the bill. The only 
recourse provid.ed these Wli'ortunateG is n cocplr.ir.t to the Col:1Cissioner, witr. 
only occasional redress, or the purchase of hi&h-r1a:c 1n6Ur&:DC4l. 

It statutorlly-de!ined bearing procedure would en!;Ure due process of law. 
rva17 ci tlzen then might know IlUch procedure Ital available. and in\ooke it Upon 
necessity. A great many Iowans do not pr60ently know or the exiotence of the 
Co~1s8iocer's office, and its ser~ices. ~~reover, its pr~ce~~res ere 1nde~initc, 
redre8. dependir.g Upon the aggre881v~e8G of the 1nvo=tigP.t1or., tenacity in co~­
fronting the offe.::d1ng ear.ier, and ult1=ately the will1l:bre&s of the cerde~ to 
reveras or adjust its position. Clearly, preciee 1e£21 st&X.~rd6 e~bodied in ~ 
henrings clause would be IDOre protective or tl:a motoriet. 

The penal ty provi,lor. ... ~uld recove an otfenili€ c".rrier fro'" ita pres cr. t 
statue of i=u.n1ty; individl:.als are subjected to per.a1tieo .... ~en they viol"te 1,,·, •. 
,,~ Ilhou!d not 1r.6urance co:=per.1sa be a .. bjected to s1l':ila:- e...r.ct1or.el ~:c.re(,v<'r. 
a cOllvictiOIl or tlUltiple conv1ctions would pl'O'tic..e the !r.3\lrUCO Co'=li16~icr.c:-
wi th a sour.d bas18 for refusing to per::>1t a v101atiz:g c=rier rr~," do~nc ·o~o~:.('~~ 
in Iowa. 

B.Y. 633 

I oppoae enaetment of the 80-called trJse ~d 111e" '0111. This propos«l. if 
adopted, would bypass the ex1ath .. , require.:>ez:t of IIc.V£Jlce approval on a\.:tc~.c,ti:, 

and casual ty 1neurr.nce ratcc by the Icsuranco COr:'.=;i~sioner. e.llol'lr.;; the ca:-ri "~. 
to 1ncrea~e their ratee wher.tlTer and in .... hllt amounts tb~~' eho:lld choose. SJlcc.~ic 
obJect1or.& incluc.e these: 

One. the regula tOl',. au tho rity 01 the Ir.su.:-ance Co::.;::i 5 0 lone:- IoIO-....l d be €r('a:::: 
reduced. Upo::" findini; th£.t a clfoG6 of it:6urs.nc(' ... -e.s Hco~:;:et~the' - a &,~!<i~':;':',., 

it may be observe~. 80 loose in conce?t eo to be prllct1ca11r lnai"tiz:c~ - tte 
Collllllissloner cicr.t protr.UGate r'ales per-.d tti:.g se:"f-det<::-::1r.ed 1'r(';;,1.= rete3. 
TtereA£ter. ~d~r tho ~bco~1ttee ~e~~ect. if the Co~~1.~<1or.cr .... e:-c to c~r.,l~~( 
that suct. C1LS. of insurance was no lonGer ·cot':jlOUt1ve". hr c1t:ht After r.0 e.r:':'.; 
t..Clcnd or wit:,tl'sw ms original order. Contrnry to p,-,bl1she~ T1;.'I'''~ts. t!-.e b111 QO~~ 
not give the Co=1asior.er Sj)ec!f1c authority to djllf\."PI'OVC rAte6 a~ter tt:c;r /i!'(' 

filed; his .t:.thorlty 1s l1elted to 1\ detcr:::1nc.tion or "cv";.dlthor.ocs.· 
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Two, 110 eVidence waa pre.ented to the Su.bco=ittec tr.at the Fresent 
..vetem of advance approval 1a inJur1ou.& to the pub11c welfare or to the 1n­
surance indWltry in the State of Iowa. lI'h1le e,ppreheu1on ... as expreosed that 
a "po11tical D Col:lmiaBioner =1ght at 80me fUture time lIIOler(;e, no such present 
contention waa rabed. 

fhre., 1t 18 apparent that the 1neurance 1n4uatry objective in 8~port1n~ 
th1s b1ll 18 to enable the carriere to increnee Frem1um ratee wIthout effectual 
State re~at1on. ~ higher profit.-tlOt1ve thUJI appears to be the rationale b~ 
hind this legiB1ation. Man1f.atly, BUch reason 1& 1ncolla1stent Y1t~ the public 
interut that lhould lerve a8 our gtdde in leghlat11!&. 

four, no &howing hal been made that the present Bj"ste::: for 6ett1~ ratell 
imperile the solvenCT of the insurance 1ndustr,'. WhUe u.nc.er.rritill(; profita 
=83 'be slender, the ovel'-cll health of the industry - as demoutrated by a Staff 
Stu~ of the Senate .Anti trust Subcommittee in Washington, releaDed just t\lO 
weekB &&0 - 1& indisputable, with aver8l;8 a!'ter-tax eardnga in the 1959-1968 
decade of 10.5 percent. SU£f1cient flexibility i8 prellent in our ex1st1~ rate 
.n-ucture to permit adjustments when economic circumatanc88 80 -.mrrant. 

Credit Insurance !ill 

~~e 1 favor the enactment of tbia legislation. 1 voted no 1n Subc~~ittee 
becIlusB of parthan political co:lsiderations injected. A 61;,l1ar b111. E.? 671, 
intro~uced in the Bouse of R~prosentativee, March 26, 1969, by p.cprese~tativ6 
G$nnon, vaa bzpa8sed by the Subcomcittee beCAuse as ono Subco~ittee Qe~bcr 00-
8SI'V'8d, tce sponlor _a of the vrong poU tical party. It is d.e,.:!.cr:;cle tha t suc~ 

all attitude should prllvaU when wortl'q legislat!o:l 111 Wlc.er co:.aidarat10:l. 

Eealth In~~eaco Ttx 

"'nile I concur in the Sunco=1ttee re~;;:::le~.c.ct~on tl:" t t::"o ta..": or. ~.e,,: t:-. 
insurance preciume 8h:>".1ld be repealed, I uu':.!::! '; ttst ?ri v~ tc c:;.r.l'iilrs r.~-v.::;i '~e 
reo.uIred to abide u.r 81011&r legislative contro~s in ~~r~ to ret~ app~~~~. 
e::Iployee e.uaries. and no>profit status, currently i:::;x.se.! .:pcn :bl......, C:-~30- =~.:, 
Shield. Unduly large profit Yields iL ~r~~ ara~ p~~1ze t:-~3~ cit~zens w~ :.e~.! 
protection ClOut. anc. are lea8t able to a!for! it. 

Reco :~::e!l::a t i 0:'\ 

For all the reasons a!c:-esl\i i I:.:'e;e.d., ; recc=.:J"n.i to t'".e Stc.!l~~ Co:.::.:' ~ .;~ co 
on C~e~ce that t~e Y~jor1ty E6port of ttia S~b~~~ittee be ~~ject~!, SL~ ~~~~ 
Mino r1 ty Report adopted. 
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