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There is little doubt that serious, significant reform of insurance regulation is
necessary. Across America, there is a growing recognition of the need for greater
uniformity and efficiency in the current state-based regulatory system. The only
real dispute is over how best to implement insurance reform, not whether it
should be undertaken.

Almost every industry stakeholder—including insurance companies, agents and
brokers, consumers and regulators—has come forward to voice significant
concerns about the existing regulatory system. It has been rightly characterized
as slow, inefficient and a patchwork of different laws and regulations that adds
unnecessary expense. These criticisms are accurate, and there is a desperate
need for a common-sense solution.

It is a fact that insurance agents and companies have legitimate issues and
problems with the existing system. Multi-state agent licensing, at present, is an
arduous task due to the lack of regulatory uniformity from state to state.
Company licensing can also be burdensome, and it is difficult for insurance
companies to bring new insurance products to market quickly due to the need to
satisfy different regulations. Even in the surplus lines marketplace, where one
expects to find more progressive regulation due to the nature of the market and
the risks involved (large commercial or unique), overlapping and inconsistent
requirements hamper business.

Currently, a push is underway by some large insurance companies for Congress
to establish an “optional federal charter” (OFC) for the insurance market, in an
attempt to solve these and other inefficiencies. This unprecedented move would
create a parallel federal system of regulation and supervision for insurers and
producers, ostensibly modeled on the current regulatory system for banks.
Insurers choosing to become federally regulated would be regulated primarily by
a new federal Office of National Insurance patterned on the Office of the
Comptroller of the Currency (OCC), which oversees national banks. The office
would be within the Treasury Department and be headed by a Commissioner
appointed by the President.

| am sure you are all very familiar with the Big “I” position on this issue: we
oppose federal regulation, optional or mandatory, and support vigorous, but
targeted reform and modernization of the state regulatory system. But you may
ask yourself: Why does the Big “I” oppose OFC? What would federal regulation
mean for me and how would the creation of a federal regulator affect my day-to-
day business operations? If OFC is not the answer to reform insurance
regulation, what is?







