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IRSURANCE INDUSTRY LEGISLATION

[Faper by My, Terence Higgins7

Publication of the Government's Insurance Industry Bill now
appears imminant.

The industry itself has tried to talk the Govertment out of
!.n\:mducing a compylsory levy and fund scheme designed to protect
policy hwlders from loss. It has evidemtly failed.

Until recently the industry (LOA and BIA) has been divided
between those to any protection sch wag en hema, those
in favour of the Goverrment scheme and those who preferred a
voluntary scheme.

At last faced with legislstien = and in view of the opposition
ta the Government scheme from both sides of the House - includin
protests from Co~op and Trade 1mion spensored Membera - during t!
debate en Insurance in the House on 7th March, 1975 the industry
appears united (apart from Commercial Union) in objecting to the
Government®s proposals. It has made this clear in private to
Peter Shore, and put forward alternative proposals of its own. These
would fnvelve a minimum of legislation - to ensure general
participation - and the eal:abfi.ah:nen: of an "Insurers! Bureau"

(an outline is ateached),

I understand the L0A and BIA proposed ts iwke it clear they
opposa the Blll as scon as it {s published, W:, therefors, have to
decide our attitude,

My own view is that we should support the industry proposals.
If we avoid eliensting Lebour back benchers it may be possible to
defeat the Government, We should need to stress that the Government
proposals will anyway % help Hation Life policy holders (see
sepaxate sheet),

The main objection to the Government's Bill - expressed in our
Trade Committee = 48 that it represents a further step in the
Government 's E:I:Lcy of protecting particular ?:oups - levy and
fund - from the consequences ¢f their own decisions. e Nation Life
affair made it clear it i{s not ecapy for policy holders to choose
between different insurance firms, But the new Govertment regulations

lus the indusCry scheme should gi.va adequate protection without the
ortunate side effects which the Goverrnment scheme would have.

The main differences b the Gov scheme and the
imdustry scheme, which we need to take fully into account in deciding
how to vote on Second Reading are (i) the Government scheme would

mmit Yrescue operations™ before a company concerned went into
fquidation - in effact meeeE!ng share holders as well as policy
holders. The industrz scheme would not tmvent fivms going into
liquidation (unless there were commercia unds for ging 80} but
would give aqually rapid help to policy holdera,
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({1} The Goveroment scheme would, in effact, Impose s levy on those
who had insured with prudent firms in oxder to bele out the
imprudent. There would, thevefore, be no incentive for anyone to J
invest in prudently run compenies rather than imprudent fiyma
offaring better terms,

(111) The main burden of compensation would taud to fall on thrifty
udth gmﬂr." folicy holders, but the burdem on them is likely to be
significantly less wnder the industry scheme.




BRITISH INSURERS BUREAY

The insurance company industry had devised a bureau through
which it will protect the interests of a wide range of policy
holders in the United Kingdem who are insured by any company which
becomes subject to a wingb::? up order or is put into liquidation,
This proposal has been s tted to Mr, Shore, Secretery of State
for Trede, and it is ‘mgﬁd that it will veceive his epproval so
that membership of the bureau will comprise all companies authorised
to Cranzect insurance business in this country,

Those to be protected ave wainly individuals who have insured
in their private capacity for personal risks i.e, business firms
and husiness risks are mot mormally ineluded (there are some
exceptions to this - such as cumpu{aory motor and employers liability).

The bureau will give protection ranteeing the payment of
the follewing claims 1s.|p to the stated Lg;.‘:s:- e

(a) Compulsory liabilities for :l.njtn‘g to persons undey all
motor and employevs liability policies - 100%,

(b) Personal fire and accident policies and other private
motor risks - 90%.

(c) Llife and pension policy benefits - 907% (subject to & Court
order Lf necessary to scale down benefits),

The buresu will work in clese collaboration with the liguidator
and payments will be made by him with the guarantee from the bureau
together with the provision of fumnds when necessary. He will be able
to meke payments up to the stated limits expeditiously,

The balance of these claims not met by the bureau and all cleims
vmder policles not covered by these ar:anﬁments shiould be referred
to the liquidator as should applications for the recovery of the
unexpired proportions of premiums,

Some speeisl provisions may be necessary to deal with life
agsurance and anpuity contracts but the general principles behind
the acheme will apply to them.




BATTION_LIFE INSURANCE COMPANY

The collapss of Nation Life has caused serious distress to many
of our constituents,

The Early Day Motion in the name of Roberr Tayler which calls
for the Govermment's proposals for prof.ecting pelicy holders ta be
made retrospective to cover the Nation Life failure has now been
signed by a ﬁarge numbet of our cnllaaguea. But st four separate
meetings of our Trace Committee {including one well attende: meeting
convened specially to discuss Nation Lif:g the general view (with
only one or two dissenting)} has been that it would be wrong and
contrary to Congervative principles to impose a retrospective levy
on holders of more prudent companies! policies,

The Gaverrnment, contrary to the line it hes taken aver the
Court Ling affair, lfws made 1t clear it has no intention of malddng
its propesals retrospective,

In the debate on the Insurance Industry on Priday, 7cth March,
Robert Taylor was the only Member fo speak in Eavour of making the
Cor scheme pet: tive, Presumably the legislation when it
comes before the House will be drafted te preclude any smendment to
give it retrospective effect.

It now seams clear that the assets of Netion Life will
eventually cover a very high entage of its policies, But,
meanwhile there are considérable legal difficulties to be overcome
~ because of problems arising betwean different classes of policy
holdeys and various catagories dependant on the prospects of
Mation Life policies are suffering hardship.

The fndustry itself has baled out a mumber of insurance
companies which have got into difficultias, but it has seemed
reluctant to bale out this company which evidentally failed because
of imprudent manapcment.

We ahould certainly do all we can to encourage a speedy settlement,

but there would seem to be no case for supporting the Government
scheme in order to make it retrospective,

TaH.
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