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@ EXECUTIVE OFFICE OF THE PRESIDENT

\\m}

\%"b( OFFICE OF MANAGEMENT AND BUDGET
D“ WASHINGTON, D.C. 20503

AUG 15 1974

MEMORANDUM FOR THE PRESIDENT

';{16 Subject:  Enrolled Bill H.R.' 7218 - District of Columbia

Jo

2

insurance laws

W Sponsor - Rep. Diggs (D) Michigan

Last Day for Action -

August 27, 1974 - Tuesday

- To improve the laws regulating insurance companies in the

District of Columbia.

Office of Management and Budget Approval
District of Columbia Approval
Discussion

" H.R.' 7218 would provide a framework for a D.C. insurer to enter

a holding company system by adoptlng, with minor changes, a

" model bill developed by the National Association of Insurance

Companies in 1969. By January 1973 37 States had adopted that .
model bill.

The purpose of the enrolled bill is to meet the needs of insurers

to diversify their activities to serve new and changing needs of

insurance buyers. At the same time the bill provides for appro-

priate regulation of D.C. insurers.

Specifically, the bill would:

-- authorize D.C. insurers to organize or acquire
subsidiaries;




- -- prescribe limitations on and provide for regula-
tions concerning the investments and other
activities of D.C. insurers;

-- prescribe criteria for such mergers and acquisitions
as are approved;

-- provide registration requirements for insurers;

—-- prescribe standards for transactions by insurers
with their affiliates;

- == limit dividends and other distributions;
- == provide additional powers for the D.C. Commissioner;

=- provide for confidentiality of certain information
submitted to the Commissioner:; and

-=- provide for criminal proceedings, receivorship, and
. other penalties or procedures to enable the Com-
"missioner to enforce the law.

In its report on the,énrolled bill the House Committee on the
District of Columbia stated:

MThe Act provides satisfactory liberalization of
investment laws and procedures... It also means an
administrative relief from duplication of filings
and reporting..."

. The Committee further stated that the enrolled bill:
"...1ls8 necessary to discourage’migration of local
insurance companies from the District, while pro-

v1d1ng ‘safequards for the maintenance of a healthy
insurance market..."

Wetfut A (Creannct_

Assistant Director for
Legislative Reference

. Enclosures



THE DISTRICT OF COLUMBIA
WALTER E.WASHINGTON WASHINGTON, D.C. 20004

Mayor-Commissioner

August 14, 1974

Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Rommel:

This is in reference to a facsimile of an enrolled en-
actment of Congress entitled:

H.R. 7218 - To improve the laws relating to
the regqulation of insurance companies in
the District of Columbia.

The enrolled bill would provide controls, to be exer-
cised by the Commissioner of the District of Columbia,
over the heretofore unregulated merger or acquisition
of domestic insurance companies with or by non-insur-
ance interests. The text of the bill is similar to
the NAIC (National Association of Insurance Commis-
sioners) model bill, already in force in 37 States.

The enrolted bill would balance the authorization of
diversification by insurers with the obvious inter-
ests of the District of Columbia Government in main-
taining for District residents the availability of
reliable and competitive insurance. The additional
investment authority authorized by the bill would
afford domestic insurance companies business oppor-
tunities consistent with modern investment practice,
making them more competitive with foreign companies.



Administrative procedures would eventually be stream-
lined by affording reciprocity to companies domiciled
in States with similar regulatory laws, thus preventing
the confusion of overlapping jurisdictions. At the
same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed
mergers and acquisitions of control involving local
insurance companies and the Commissioner's approval
would be required for each such merger or acquisition,
albeit that his approval would be mandatory unless he
should find, after public hearing, that the change of
control would result in one or more of the deleterious
effects listed in section 4(d)(1) of the bill.

We call to your attention the following typographical
errors:

On page 1: Section 2(c), 1line 10, a comma
should be placed after "repre-
senting".

On page 2: Section 3(e), 1

ine 9, "35-1521"
should be "35-1321

n

On page 5: Section 4(d)(2), 1ine 8, capi-
talize "Commissioner".

On page 9: Section 6(b)(10), 1ine 2, change
“Commission” to "Commissioner".

Section 6(c)(2), 1ine 4, change
"extends" to "exceeds".

Section 6(c)(3), line 3, change
"Commission's" to "Commissioner's"

On page 10: Section 10(a), 1ine 6, change "of"
to "or".

Section 10(a), line 9, change "failure"
to "nature".




On page 11: Section 10(b), 1ine 4 (from top
of page), change "of" to "or".

The District Government recommends the approval of
H.R. 7218.

Singerely your

R E. WASHINGTO
Mayor-Commissioner



THE WHITE HOUSE
WASHINGTON

ENROLLED BILL

SUBJECT: Enrolled Bill H. R, 7218 - District

of Columbia Insurance Laws

Name ’ Approval Date
Geoff Shepard Yes
Andre Buckles Yes
Phil Buchen Yes

Bill Timmons ’ Yes
Ken Cole (’/

Comments:
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. . ~. THE WHITE HOUSE

-

ACTION MEMORANDUM WABHINGTON LOG NO.: 5§17
Date:  August 19, 1974 Time: 9:00 a. m.
FOR ACTION: V{ tf Shepard cc (for informuﬁon): Warren K. Hendriks

Phil Buc.‘n en ‘ Jerry Jones
mon

'FROM THE STAFF SECRETARY

DUE: Date: Wednesday, August 21, 1974 Time: 2:00 p. m.

SUBJECT: Enrolled Bill H.R. 7218 - District of Columbia
Insurance Lawi

ACTION REQUESTED:

For Necessary Action XX For Your Recommendations
Prepare Iigenda. and Brief Draft Reply
: For Your Comments — Draft Remuxks'

REMARKS:

Plea.se return to Kathy Tindle - Weat Wh;g

fﬂq
Q- °
PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please K. R. COLE, JR. ..
telephone the Staff Secretary immediately. For the President

- ) ;e

@i“lo
&vvu\‘




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUGL S 1974

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R. 7218 - District of Columbia
insurance laws
Sponsor - Rep. Diggs (D) Michigan

. Last Day for Action -

August 27, 1974 - Tuesday

. To improve the laws regulating insurance companies in the

District of Columbia.

Office of Management and Budget Approval
District of Columbia - Approval
Discussion

. H.R.' 7218 would provideva framework for a D.C. insurer to enter

a holding company system by adopting, with minor changes, a

"model bill developed by the National Association of Insurance

Companies in 1969. By January 1973 37 States had adopted that

"model bill.

The purpose of the enrolled bill is to meet the needs of insurers
to diversify their activities to serve new and changing needs of
insurance buyers. At the same time the bill prov1des for appro-

priate regulation of D.C. insurers.
Specifically, the bill would:

-- authorize D.C. insurers to organize or acquire
subsidiaries;



- == prescribe limitations on and provide for regula-
~ tions concerning the investments and other
activities of D.C. insurers;

- —— prescribe criteria for such mergers and acquisitions

as are approved;

== provide registration requirements for insurers;

- —=- prescribe standards for transactions by insurers

with their affiliates;

+ == 1imit dividends and other distributions;

- == provide additional pdwers.for the D.C. Commissioner;

- == provide for confidentiality of certain information

submitted to the Commissioner; and

- == provide for criminal proceedings, receivorship, and

- other penalties or procedures to enable the Com-
"missioner to enforce the law..

In its report on the enrolled bill the House Commlttee on the
" District of Columbia stated:

"The Act provides satisfactory liberalization of
investment laws and procedures... It also means an

- administrative relief from duplication of filings
- and reporting..."

. The Committee further stated that the enrolled bill:

"...is necessary to discourage migration of local
insurance companies from the District, while pro-

.v1d1ng safequards for the maintenance of a healthy

insurance market..."

Wt M. (Pl

- Assistant Director for
Legislative Reference

. Enclosures




' . THE WHITE HOUSE

x - Pl

'ACTI‘(‘)N MEMORANDUM WASHINGTCN LOG NO.: 517
Date: August 19, 1974 : Time: 9:00 a;m.
- . ™. .
FOR ACTION:  Geoff Shepard , cc (for i -orvhon): Warren K. Hendriks
Fred Buzhardt Coi x ﬂ » ,Jerry Jones :

BilV'Timmons
ndre Buckles

FROM THE STAFT SECRETARY

-[ \¥ 4
DUE: Date: Wednesday, August 21, 197% Time:/ 2:00 p. m,
| , .

SUBIECT:  Enrolled Bill H. R. 7218 - District 4f Columbia
- Insurance Laws /4
ACTION REQUESTED:
For Necessary Action XX For Your Recommendations
_ Prépcre Agenda and Brief Dmft Reply
— For Your Comments : Drait Remarks

>

REMARXKS:

Please return to Kathy Tindle - WestﬁWing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions cor if yzu aniicizaie a

delay in submitting the reguirsd mcteriai, please
telephone the Stafi Seuretary irameadiately. Varren K. Hendriks
_ For the President



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 15 1574

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R.' 7218 - District of Columbia

insurance laws :
Sponsor - Rep. Diggs (D) Michigan

" Last Day for Action -

August 27, 1974 - Tuesday

: Pu‘r‘g‘ose :

. To improve the laws regulating insurance companies in the
District of Columbia.

" Agency Recommendations

- Office of Management and Budget . Approval
" District of Columbia Approval
' Discussion -

H.R. 7218 would provide a framework for a D.C. insurer to enter
a holding company system by adopting, with minor changes, a ’
"model bill developed by the National Association of Insurance
Companies in 1969. By January 1973 37 States had adopted that
"model bill. .

The purpose of the enrolled bill is to meet the needs of insurers
to diversify their activities to serve new and changing needs of
insurance buyers. At the same time the bill provides for appro-
priate regulation of D.C. insurers.

Specifically, the bill would:

-- authorize D.C. insurers to organize or acquire
subsidiaries; o




- == prescribe llmltatlons on and provide for regula-
- tions concerning the investments and other
activities of D.C. insurers;

-- prescribe criteria for such mergers and acquisitions
as are approved;

~-- provide registration requirements for insurers;

- -=- prescribe standards for transactions by insurers
with their affiliates;

- == limit dividends and other distributions;
- == provide additional powers for the D.C. Commissioner;

- == provide for confidentiality of certain 1nformatlon
submitted to the Commissioner; and

~- provide for criminal proceedings, receivorship, and
. other penalties or procedures to enable the Com-
"missioner to enforce the law.

In its report on the enrolled bill the House Committee on the
District of Columbia stated:
"The Act provides satisfactory liberalization of
investment laws and procedures... It also means an
- administrative relief from duplication of filings
- and reporting..." '

. The Committee further stated that the enrolled bill:

"...1s necessary to discourage migration of local
insurance companies from the District, while pro-
_V1d1ng safeguards for the maintenance of a healthy

insurance market..."

. Assistant Director for
" Legislative Reference

" Enclosures




THE DISTRICT OF COLUMBIA
WALTER E. WASHINGTON WASHINGTON, D.C. 20004

Mayor-Commissioner

August 14, 1974

Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

0y fice of Management and Budget

Washington, D. C. 20503

Dear Mr. Rommel:

This is in reference to a facsimile of an enrolled en-
actment of Congress entitled:

H.R. 7218 - To improve the laws relating to
the regulation of insurance companies in
the District of Columbia.

The enrolled bill would provide controls, to be exer-
cised by the Commissioner of the District of Columbia,
over the heretofore unregulated merger or acquisition
of domestic insurance companies with or by non-insur-
ance interests. The text of the bill is similar to
the NAIC (National Association of Insurance Commis-
sioners) model bil1l, already in force in 37 States.

The enrolled bill would balance the authorization of
diversification by insurers with the obvious inter-
ests of the District of Columbia Government in main-
taining for District residents the availability of
reliable and competitive insurance. The additional
investment authority authorized by the bill would
afford domestic insurance companies business oppor-
tunities consistent with modern investment practice,
making them more competitive with foreign companies.




Administrative procedures would eventually be stream-
lined by affording reciprocity to companies domiciled
in States with similar regulatory laws, thus preventing
the confusion of overlapping jurisdictions. At the
same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed
mergers and acquisitions of control involving local
insurance companies and the Commissioner's approval
would be required for each such merger or acquisition,
albeit that his approval would be mandatory unless he
should find, after public hearing, that the change of
control would result in one or more of the deleterious
effects 1isted in section 4(d)(1) of the bill.

We call to your attention the following typographical
errors:

On page 1: Section 2(c), 1ine 10, a comma
should be placed after "repre-
- senting".

On page 2: Section 3(e), line 9, "35-1521"
: should be "35-1321".

On page‘5: Séction 4(d)(2), 1ine 8, capi-
talize "Commissioner".

On page 9: Section 6(b)(10), 1ine 2, change
"Commission" to "Commissioner".

Section 6(c)(2), 1ine 4, change
"extends" to "exceeds".

Section 6(c)(3), line 3, change
"Commission's" to "Commissioner's"

On page 10: Section 10(a), line 6, change "of"
. tO Ilorll.

Section 10(a), line 9, change "failure"
to "nature".



e -

On page 11: Section 10(b), line 4 (from top
of page), change "of" to "or".

The District Government recommends the approval of

H.R. 7218.
Singerely yours,
LFER E. WASHINGTO

Mayor-Commissioner(

S

B Ny yraag



THE WHITE HOUSE
WASHINGTON
August 19, 1974

MEMORANDUM FOR: MR. WARREN HENDRIKS

FROM: | WILLIAM E. TIMMONsﬂA—\ ' 767. wetl// "

SUBJECT: Action Memorandum - Log No. 517
Enrolled Bill H, R, 7218 - District of
Columbia Insurance Laws

The Office of Legislative Affairs concurs in the attached
proposal and has no additional recommendations.

Attachment



On page 11: Section 10(b), line 4 (from top
of page), change "of" to "or".

The District Government recommends the approval of

H.R. 7218.
Singerely yours,
et
LF¥ER E. WASHINGTO!
Mayor-Commissioneri_




Administrative procedures would eventually be stream-
lined by affording reciprocity to companies domiciled
in States with similar regulatory laws, thus preventing
the confusion of overlapping jurisdictions. At the
same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed

mergers

and acquisitions of control involving local

insurance companies and the Commissioner's approval

would be required for each such merger or acquisition,
albeit that his approval would be mandatory uniess he
should find, after public hearing, that the change of
control would result in one or more of the deleterious

effects

We call
errors:

On

On
On

On

On

listed in section 4(d)(1) of the bill.

to your attention the following typographical

page 1: Section 2(c), line 10, a comma
should be placed after "repre-
senting". :

9, "35-1521"

page 2: Section 3(e), line
should be "35-1321"

page 5: Section 4(d)(2), line 8, capi-
talize "Commissioner". ,

page 9: Section 6(b)(10), 1ine 2, change
"Commission" to "Commissioner".

Section 6(c)(2), line 4, change
"extends" to "exceeds".

Section 6(c)(3), 1ine 3, change
"Commission's" to "Commissioner's"

page 10: Section 10(a), line 6, change "of"
to "or".

Section 10(a), line 9, change "failure"
to "nature”.



THE DISTRICT OF COLUMBIA

WALTER E.WASHINGTON WASHINGTON, D.C. 20004
Mayor-Commissioner

August 14, 1974

Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Rommel:

This is in reference to a facsimile of an enrolled en-
actment of Congress entitled:

H.R. 7218 - To improve the laws relating to
the regulation of insurance companies in
the District of Columbia.

The enrolled bill would provide controls, to be exer-
cised by the Commissioner of the District of Columbia,
over the heretofore unregulated merger or acquisition
of domestic insurance companies with or by non-insur-
ance interests. The text of the bill is similar to
the NAIC (National Association of Insurance Commis-
sioners) model bill, already in force in 37 States.

The enrolled bill would balance the authorization of
diversification by insurers with the obvious inter-
ests of the District of Columbia Government in main-
taining for District residents the availability of
reliable and competitive insurance. The additional
investment authority authorized by the bill would
afford domestic insurance companies business oppor-
tunities consistent with modern investment practice,
making them more competitive with foreign companies.



- == prescribe 11m1tat10ns on and provide for regula—
tions concerning the investments and other
activities of D.C. insurers;

- =- prescribe criteria for such mergers and acquisitions
as are approved;

-- provide registration requirements for insurers;

- -- prescribe standards for transactions by insurers
with their affiliates;

- == 1limit dividends and other distributions;
- == provide additional powers for the D.C. Commissioner;

- == provide for confidentiality of certain 1nformat10n
submitted to the Commissioner; and

- == provide for criminal proceedings, receivorship, and
. other penalties or procedures to enable the Com-
"missioner to enforce the law..

In its report on the enrolled bill the House Committee on the
" District of Columbia stated:
MThe Act provides satisfactory liberalization of
investment laws and procedures... It also means an
- administrative relief from duplication of filings
- and reporting..."

. The Committee further stated that the enrolled bill:

"...1ls necessary to discourage migration of local
insurance companies from the District, while pro-
vv1d1ng safeguards for the maintenance of a healthy

insurance market..."

Wotfur A Pt

Assistant Director for
Legislative Reference

" Enclosures



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG1 5 1974

MEMORANDUM FOR THE PRESIDENT

Subject: Enrolled Bill H.R.' 7218 - District of Columbia
insurance laws :
Sponsor - Rep. Diggs (D) Michigan

" Last Day for Action -

August 27, 1974 - Tuesday

: P‘u‘r‘Eo‘se :

. To improve the laws regulating insurance companies in the

District of Columbia.

- Office of Management and Budget - Approval
District of Columbia Approval
Discussion

"H.R.: 7218 would provide a framework for a D.C. insurer to enter

a holding company system by adopting, with minor changes, a

"model bill developed by the National Association of Insurance

Companies in 1969. By January 1973 37 States had adopted that

"model bill.

The purpose of the enrolled bill is to meet the needs of insurers
to diversify their activities to serve new and changing needs of

insurance buyers. At the same time the bill provides for appro-

priate regulation of D.C. insurers.

~ Specifically, the bill would:

- == authorize D.C. insurers to organize or acquire
subsidiaries;



THE WHITE HOU=SE

ACTION MEMORANDUM WASHINGTON LOG NO.: 517
Date:  August 19, 1974 . Time: 9:00 a, m.
FOR ACTION: Glef Shepard cc (for information): Warren K. Hendriks
/jred Buzhardt Jerry Jones
Bill Timmons '

FROM THE STAFF SECRETARY

DUE: Date: Wednesday, August 21; 1974 Time: 2:00 p. m.

SUBJECT: Enrolled Bill H. R. 7218 - District of Columbia
Insurance Laws

ACTION REQUESTED:

XX

For Necessary Action For Your Recommendations

— Prépare Agenda and Brief Drafi Reply

Drcft Remarks

»

— For Your Comments

REMARKS:

Please return to Kathy Timdle - West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUEMITTED.

Sialf Scorelary immadianzly. Warren K. Hendriks
_ For the Presigent



R THL WHITE HOUSE
«ACTION MEMORANDUM WASHINGTOX LOG NO.: 517

Date: August 19, 1974 } Time:  9:00 a, m.

FOR ACTION: £off Shepard cc (for information): Warren K. Hendriks

Phil Buchen ‘ 7 Jerry Jones
Bill Timmons ‘ ~ ‘ '

FROM THE STAFF SECRETARY

DUE: Ddte; Wednesday, ‘August 21, 1974  TPime: 2:00 p. m.

SUBIECT: = Enrolled Bill H. R, 7218 - District of Columbia
Insurance Laws ‘

ACTION REQUESTED:

XX Fos

For Necessary Action Your Recommendations

Prepare Agenda and Brie: Draft Reply

: For Your Comments

—— Drcft Remarks

REMARXS:

Please return to Kathy Tinlle - West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUEMITTED.

"If vou Lhave any questions or if you aniicipaie a

Coizewr i enbraiding ido rawuired vcterizl, zlagse
Lot e ey e Llam IRl S T L W
teiepLrenld ine Siall Soornlury ramediaaly. ; arren K. Hendrixs

. For the President




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 13 1974

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R.' 7218 - District of Columbia

insurance laws
Sponsor - Rep. Diggs (D) Michigan

. Last Day for Action -

August 27, 1974 - Tuesday

‘Purgose-

. To improve the laws regulating insurance companies in the
District of Columbia.

. Office of Management and Budget . Approval
District of Columbia | Approval
Dlscus31on

- H.R.’ 7218 would provide a framework for a D.C. insurer to enter
a holding company system by adopting, with minor changes, a
"model bill developed by the National Association of Insurance

Companies in 1969. By January 1973 37 States had adopted that
model bill. - :

The purpose of the enrolled bill is to meet the needs of insurers
to diversify their activities to serve new and changing needs of
insurance buyers. At the same time the bill provides for appro-
Priate regulation of D.C. insurers.

x
ol

Specifically, the bill would:

-~ authorize D.C. insurers to organize or acquire
subsidiaries; :



- == prescribe 11m1tat10ns on and provide for regula-
. tions concerning the investments and other
activities of D.C. insurers;

- —= prescribe criteria for such mergers and acquisitions
as are approved;

-~ provide registration requirements for insurers;

- —-— prescribe standards for transactions by insurers
with their affiliates;

- == limit dividends and other distributions;
- provide‘additionél powers for the D.C. Commissioner;

- == provide for confidentiality of certain 1nformat10n
submitted to the Commissioner; and

== provide for criminal proceedings, receivorship, and
- other penalties or procedures to enable the Com-
" missioner to enforce the law.

In its report on the enrolled bill the House Committee on the
" District of Columbia stated:
MThe Act provides satisfactory liberalization of
investment laws and procedures... It also means an
- administrative relief from duplication of filings
- and reporting..." '

. The Committee further stated that the enrolled bill:

"...is necessary to discourage migration of local
insurance companies from the District, while pro-
.v1d1ng safequards for the maintenance of a healthy

insurance market..."

Wetfut L. (Prnencl

Assistant Director for
Legislative Reference

" Enclosures



THE DISTRICT OF COLUMBIA

WALTER E.WASHINGTON WASHINGTON, D.C. 20004
Mayor-Commissioner

August 14, 1974

Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Rommel:

This is in reference to a facs1m11e of an enrolled en-
actment of Congress entitled:

H.R. 7218 - To improve the laws relating to
the regulation of insurance compan1es in
the District of Columbia.

The enrolled bill would provide controls, to be exer-
cised by the Commissioner of the District of Columbia,
over the heretofore unregulated merger or acquisition
of domestic insurance companies with or by non-insur-
ance interests. The text of the bill is similar to
the NAIC (National Association of Insurance Commis-
sioners) model bill, already in force in 37 States.

The enrolled bill would balance the authorization of
diversification by insurers with the obvious inter-
ests of the District of Columbia Government in main-
taining for District residents the availability of
reliable and competitive insurance. The additional
investment authority authorized by the bill would
afford domestic insurance companies business oppor-
tunities consistent with modern investment practice,
making them more competitive with foreign companies.



Administrative procedures would eventually be stream-
lined by affording reciprocity to companies domiciled
in States with similar regulatory laws, thus preventing
the confusion of overlapping jurisdictions. At the
same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed
mergers and acquisitions of control involving local
insurance companies and the Commissioner's approval
would be required for each such merger or acquisition,
albeit that his approval would be mandatory unless he
should find, after public hearing, that the change of
control would result in one or more of the deleterious
effects 1isted in section 4(d)(1) of the bill.

We call to your attention the following typographical
errors:

On page 1: Section 2(c), 1ine 10, a comma
should be placed after "repre-
senting".

On page 2: Section 3(e), line 9, "35-1521"
- should be "35-1321".

On page 5: Section 4(d){(2), 1ine 8, capi-
talize "Commissioner".

On page 9: Section 6(b)(10), line 2, change
"Commission" to "Commissioner".

Section 6(c)(2), 1ine 4, change
"extends" to "exceeds".

Section 6(c)(3), line 3, change
"Commission's" to "Commissioner's"”

On page 10: Section 10(a), 1ine 6, change "of"
to "or".

Section 10(a), line 9, change "failure"
to "nature".



On page 11: Section 10(b), line 4 (from top
of page), change "of" to "or".

The District Government recommends the approval of

H.R. 7218.
Sincerely yours, '
L

ER E. WASHINGTO
Mayor-Commissioner{

ey



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.: 517

Date: August 19, 4974 Time: 9:00 a, m,

FOR ACTION: eoff Shepard cc (for information): Warren K. Hendriks
Fred Buzhardt Jerry Jones

Bill Timmons

FROM THE STAFF SECRETARY

DUE: Date: Wednesday, August 21, 1974 Time: 2:00 p. m.

SUBIJECT: Enrolled Bill H. R, 7218 -~ District of Columbia
Insurance Laws

ACTION REQUESTED:

—— For Necessary Action XX For Your Recommendations
— Prepare Agenda and Brief . Draft Reply
- For Your Cornments — Draft Remarks

REMARKS:

Please return to Kathy Tindle - West Wing

oy

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a

delay in submitting the required material, please

telephone the Staff Secretary immediately. Warren K. Hendriks
_ For the Presigent




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 15 1974

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R.' 7218 - District of Columbla

1nsurance laws
Sponsor - Rep. Diggs (D) Michigan

" Last Day for Action -

August 27, 1974 - Tuesday
- Purpose -

. To improve the laws regulatlng insurance companies in the
District of Columbia.

" Agency Recommendations

. Office of Management and Budget - Approval
" District of Columbia Approval
Discussion

" H.R.’ 7218 would provide a framework for a D. C. insurer to enter
a holding company system by adopting, with minor changes, a
"model bill developed by the National Association of Insurance

Companies in 1969. By January 1973 37 States had adopted that
"model bill. .

The purpose of the enrolled bill is to meet the needs of insurers
to diversify their activities to serve new and changing needs of

insurance buyers. At the same time the bill provides for appro-

priate regulation of D.C. insurers.

fa

Specifically, the bill would:

-- authorize D.C. insurers to organize or acquire
subsidiaries;



- == prescribe 11m1tat10ns on and provide for regula-
- tions concerning the investments and other
activities of D.C. insurers;

-- prescribe criteria for such mergers and acquisitions
as are approved;

~ =— provide registration requirements for insurers;

- == prescribe standards for transactions by insurers
with their affiliates;

- == limit dividends and other distributions;
| provide’additionél powers for the D.C. Commissioner;

- == provide for confidentiality of certain 1nformat10n
submitted to the Commissioner; and

- == provide for criminal proceedings, receivorship, and
. other penalties or procedures to enable the Com-
"missioner to enforce the law..

In its report on the enrolled bill the House Committee on the
District of Columbia stated:
MThe Act provides satisfactory liberalization of
investment laws and procedures... It also means an
- administrative relief from duplication of filings
- and reporting..."

. The Committee further stated that the enrolled bill:

"...1ls necessary to discourage migration of local
insurance companies from the District, while pro-
.v1d1ng safeguards for the maintenance of a healthy

insurance market..."

Wetft M. (Cranncl

Assistant Director for
Legislative Reference

" Enclosures




THE DISTRICT OF COLUMBIA

WALTER E. WASHINGTON WASHINGTON, D. C.20004
Mayor-Commissioner

August 14, 1974

Mr. Wilfred H. Rommel

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Rommel:

This is in reference to a facsimile of an enrolled en-
actment of Congress entitled:

H.R. 7218 - To improve the laws relating to
the regulation of insurance companies in
the District of Columbia.

The enrolled bill would provide controls, to be exer-
cised by the Commissioner of the District of Columbia,
over the heretofore unregulated merger or acquisition
of domestic insurance companies with or by non-insur-
ance interests. The text of the bill is similar to.
the NAIC (National Association of Insurance Commis-
sioners) model bill, already in force in 37 States.

The enrolled bill would balance the authorization of
diversification by insurers with the obvious inter-
ests of the District of Columbia Government in main-
taining for District residents the availability of
reliable and competitive insurance. The additional
investment authority authorized by the bill would
afford domestic insurance companies business oppor-
tunities consistent with modern investment practice,
making them more competitive with foreign companies.



Administrative procedures would eventually be stream-
lined by affording reciprocity to companies domiciled
in States with similar regulatory laws, thus preventing
the confusion of overlapping jurisdictions. At the
same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed
mergers and acquisitions of control involving local
insurance companies and the Commissioner's approval
would be required for each such merger or acquisition,
albeit that his approval would be mandatory unless he
should find, after public hearing, that the change of
control would result in one or more of the deleterious
effects 1isted in section 4(d)(1) of the bill.

We call to your attention the following typographical
errors:

On page 1: Section 2(c), line 10, a comma
should be placed after "repre-
senting”.

On page 2: Section 3(e), 1line 9, "35-1521"
: should be "35-1321".

On page 5: Section 4(d)(2), 1ine 8, capi-
talize "Commissioner".

On page 9: Section 6(b)(10), 1ine 2, change
"Commission" to "Commissioner".

Section 6(c)(2), 1ine 4, change
"extends" to "exceeds".

Section 6(c)(3), 1ine 3, change
"Commission's"” to "Commissioner's"

On page 10: Section 10(a), 1ine 6, change "of"
. to Ilor.ll.

Section 10(a), line 9, change "failure"
to "nature".



On page 11: Section 10(b), 1ine 4 (from top
of page), change "of" to "or".

The District Government recommends the approval of

H.R. 7218.
Singerely yours,
LPER E. WASHINGTO

Mayor-Commissioner(
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HOLDING COMPANY SYSTEM REGULATORY ACT

NoveMees 20, 1973 —Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Diges, from the Committee on the District of Columbia,
submitted the following

REPORT

{To accompany H.R. 7218]

The committee on the District of Columbia, to whom was referred

the bill (FLR. 7218) to improve the laws relating to the regulation of

insurance companies in the District of Columbia, having considered.
the same, report favorably thereon with an amendment and recom-
mend that the bill as amended do pass.

The amendment is as follows:
- On page 15, line 13, immediately after “vote” insert ¢, or at least
80 percentum of the total combined voting power of all classes of.
stock of the person in control of the acquiring party entitled to vote”.

PURPOSE OF THE BILL

The purpose of H.R. 7218 is to improve the laws relating to the reg-
ulation of insurance companies in the District of Columbia by provid-
ing a framework for a District of Columbia insurer to enter a holding
company system aned to avoid duplication of regulation in every state.
where the insurer is licensed which has similar legislation. Safeguards
included herein will, it is believed, proyide adequate protection for
policyholders and shareholders so that financial and managerial ero-.
sion of their acquired rights are avoided. .

NEED FOR THE LEGISLATION

A model bill to regulate insurance holding companies was approved
by the National Association of Insurance. Commissioners in June,
1969, and is known as the Insurance Holding Company System Regu-
Jatory Act. As of January, 1973, thirty-seven states have adopted thi
model bill with slight variations and modifications which were neces-
sary for compatibility with their Code. HL.R. 7218 is the model bi
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the District 6f Columbia Insurinds Code with tiror changes; and”
its passage by the Congress has been requested by the D.C. Government.

During the past three decades, there have been major social, eco-
nomic and political changes which have exerted great influence on the
market for insurance and the services which insurance companies can
perform for their policyholders and the public. They have given-rise
to souind and legitiniate reasons why some insurance companies have
found it advantageous to utilize a holding company operation. The
severe restrictions imposed by state statutes applicable to the insurance
business have prevented insurers from serving new and changing needs
of the insurance buyer and the {otal économy, particiilarly in the areas
of investment, uniderwriting and the provisions of a'wide spectrum of
financial services. S s

Three major trends have impelled insurers to diversify their activi-
ties. The first-is the long-term trend of inflation which.has accelerated
in the past two decades. The second trend is the persistent decline in
the underwriting profits of property-tiability insurers. And the third
is the increased attention to the concept of “one-stop” financial service.
To diversify their activities, many insurers have gone to the holding
company system.

There are valid and beneficial, economic, -social and legal advan-
tages that can accrue to many insurers in a holding company system.
These advantages would also benefit the policyholders as-insurers are
able to increase underwriting capacity and to provide a broader spec-
trum of services. Nevertheless, %)he‘re should be effective ‘state super-
vision of insurers in their relationship with holding ¢ompanies. Such
supervision is a proper and natural extension of the responsibility of
state regulatory authority to assure, in the public interest, the solvency
of the insurer and the protection and fair treatment of policyholders.

. The business of insurance has long been recognized as so affected
with the public interest as to require extensive and detailed regula-
tion. The objective of insurance regulation is to assure the solvency
of the insurer and to protect the interests of the policyholder. H.R.
7218 is a logical extension of this broad regulation.

' PROVISIONS OF THE BILL

~The bill is designed to provide a framework for the control of in-
surance holding company activities through registration of the in-
surance company with the District of Columbia and regulation by
the District of the insurers’ transactions with the other members of
the holding company system. To avoid conflicting or ‘multipls state
regulation, responsibility is vested exclusively in the District, and
registration in the District is required only of domestic insurers and
those foreign insurers whose states do not have similar legislation.

The regulatory framework is predicated upon full and complete
disclosure of all significant transactions between. an insurer and its
parent, subsidiaries and sister companies. These transactions must be
reported according to accepted accounting principles and must.ad-
here to specified standards of fairness and reasonableness, The Com-
missioner of the District of Columbia may examine the insurer’s books,
and he may direct the insurer to produce any necessary records of other
members of the holding company system.

From HEX. 662
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Recognizing that: diversification throngh subsidiaries is not incon-
sistent with the public interest, the bill permits insurers to invest addi-
trohal amounts in Subsuhames, prowded always that remaining sur-
plus is adequate to protect policyhelder interests. Tests for: determiri-
Ing whether remaining surplus would be adequate are included.

Any person attempting to take control of or to merge with an insurer
must disclose to the Commissioner relevant information about both
himself and the takeover transactions, and the soliciting material must
be filed prior to its use. The Commissioner may disapprove any ‘at-
tempted acquisition of or change in control over an insurer if the take:
over party could not satisfy specific standards designed to protect the
mterests of pohcyholders, shareholders and the pubhc Sl et

HISTORY

A pubhc hearmg was held on HLR. 7218 on J uly 16 1973, by the Sub-
commlttee on Business, Commerce and Taxation. VVltnesses in sup~
port_of the legislation included representatives of the District Gav-
ernment, the Superintendent and the Deputy Superintendent of In-

surance,. "and representatives of five major life insurance compames in
the Tfistrict. of Columbia. No opposition to the bill ha.s been. recelved
by the Commlttee .
-COST -

The enactment of this roposed Ieglslatlon w111 1nvolve no added
c<)st to the government of t%e Disttict of Columbia. ’

COMMITTEE VOTE

H R 7218 was ordered favorably reported as amended by vome
Vote of the full committee on November 5, 197 3 -

CONCLU SION

The Act provxdes satlsfactory hbera.hzatlon of 1nvestment laws and
procedures to disclose and examine mergers and acquisitions pertain-
mg to D.C. domiciled companies. It also means an administrative re+
lief from duplication of filings and reporting now required of D.C:
domieiled companies in other states. Foreign companies, if subject to
substantially similar provisions contained in the acts of other states;
are exempt. This permlts sound and falr development of regulation
at the state level.

Foreign. eompanies domlcﬂed in States- whlch have not as yet passed
snmlar legislation will be subject to thig Aect.

The provisions of the bill will enable the Dlstrmt of Columbm bo
update its Jaws and attein the desirable level of holding company in-
surance reaulatlons now existing in-at:least thirty-seven states. . .=

As noted in the Commissioner’s report below: “Enactment of the
proposed ‘Holding Company.System Regulatory Act’ is necessary to
diseourage migtation of local insurance companies from the District,
while prov1d1ng safeguards for the maintenance of a healthy insur-
ance market for the residents of the District of Columbia?.

Accordingly, the Committee urges enactment of H.R. 7218, with
the clarifying amendment thereto.

H.R. 653
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- D.C. COMMISSIONER’S REPORT

. The letter of the D.C. Commissioner to the Speaker, dated Feb. 15,
1973, requesting the enactments of this legislation, follows:

GOVERNMENT oF THE DIsTRICT OF COLUMBIA, :
: , "~ Exsecutive OFFICE,
Washington, D.C., February 15, 1973.
The Honorable the Speaker, B
U.S. House of Representatives,
Washington, D.C. a :

Dear Mr. Speaxer: The Government of the District of Columbia
has the honor to submit for the consideration of the 93rd Congress a
bill “To improve the laws relating to the regulation of insurance com-
panies in the District of Columbia.”

The proposed bill, which may be cited as the “Holding Company
System Regulatory Act”, would provide controls, to be exercised by
the Commissioner of the District of Columbia, over the heretofore- -
unregulated merger or acquisition of domestic insurance companies -
with or by non-insurance interests. The text of the bill is similar to
the NAIC (National Association of Insurance Commissioners) model
bill, already in force in 37 States. '

The draft bill would balance the authorization of diversification by
insurers with the obvious interests of the District of Columbia Govern-
ment in maintaining for District residents the availability of reliable
and competitive insurance. The additional investment authorit
authorized by the bill would afford domestic insurance companies busi-
ness opportunities consistent with modern investment practice, mak-
ing them more competitive with foreign companies.

Administrative procedures wouldgn eventually be streamlined by
affording reciprocity to companies domiciled in States with similar
regulatory laws, thus preventing the confusion of overlapping juris-
dictions. At the same time, through detailed disclosure requirements,
the Commissioner would be informed of all proposed mergers and
acquisitions of control involving local insurance companies and the
Commissioner’s approval would be required for each such merger or
acquisition, albeit that his approval would be mandatory unless:he: -
should find, after public hearing, that the change of control would
result in one or more of the deleterious effects listed in section 4(d) (1)
of the bill. S

‘We believe that enactment of the proposed “Holding Company Sys-
tem Regulatory Act” is necessary to discourage migration of local
insurance companies from the District, while providing safeguards for
the maintenance of a healthy insurance market for the residents of the
District of Columbia. Accordingly, we strongly urge favorable con-
sideration and early enactment of the attached draft bill.

Sincerely yours,
Warter E. WasHINGTON,
Commissioner.

O

HR. 653













































