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NCOIL LEADERS TO GEITHNER:  OFC NOT A GOOD OPTION

Washington, DC, February 13, 2009 — The National Conference of Insurance Legislators (NCOIL) yesterday advised United States Department of the Treasury Secretary Tim Geithner against pursuing an optional federal charter (OFC) for insurance regulation as part of a broader reform strategy.  NCOIL Officers stressed the folly of an OFC, stating that it would “irreparably damage insurance oversight by promoting regulatory arbitrage and substantially weakening consumer protections.”  The leaders asserted that State legislators would not sit idly by as certain individuals sought to weaken insurance oversight.  

Along with NCOIL President Sen. James Seward (NY), NCOIL Officers—President-Elect Rep. Robert Damron (KY), Vice President Rep. George Keiser (ND), Secretary Sen. Carroll Leavell (NM), and Treasurer Sen. Vi Simpson (IN)—stated that while they were taken aback to learn of the Secretary’s  recent pro-OFC comments to the Senate Committee on Banking, Housing, and Urban Affairs, “We are optimistic that as you review OFC proposals, you will recognize that allowing insurers to hand-pick their regulator is not in the best interest of all.”  

The February 12 letter called attention to intense opposition to and apparent lack of support for an OFC:
State officials, Members of Congress, much of the insurance-buying public, and large segments of the insurance industry strongly oppose the OFC concept because it would weaken consumer protections while providing more distant regulation.  And while OFC legislation via a National Insurance Act was introduced during the past few Congressional sessions, only four Members—three of which remain in office—agreed to co-sponsor the legislation and neither Chamber has ever approved it.  

The letter stressed that more would be lost than would be gained by pursuing the OFC concept.  NCOIL Officers wrote, “We feel that the adverse effects of an OFC would outweigh any purported benefits.  An OFC would bifurcate insurance regulation and result in confusing and overlapping federal and state directives.”  Emphasizing the need to protect insurance consumers, the legislators wrote, “Consumers would rather contact their local representative or state insurance department than wait in line on a 1-800 number out of Washington, DC.”

The NCOIL letter—a copy of which was sent to Sen. Christopher Dodd (D-CT), Rep. Barney Frank (D-MA) and Members of the Senate Banking and House Financial Services Committees—also asserted that 

“OFC proposals would jeopardize state budgets and jobs.  State insurance fees, assessments, and premium tax revenue—which total around $16 billion nationwide—are used to fund state insurance departments and state general funds” and that “Vibrant insurance markets—which states have facilitated across the country—provide millions of jobs that, particularly during this time of economic crisis, must be protected.”

NCOIL Officers, in the letter, championed state regulation and warned against buying into misleading arguments for federal regulation:
The strength of state insurance regulation should be recognized as federal policymakers consider reforming financial services oversight.  The States—during our more than 135 years of experience—have adapted the insurance regulatory system to respond to market and consumer needs and we will continue to improve and modernize.  In fact, 26 of the top 50 insurance markets in the world are U.S. States.  And do not let deregulation advocates fool you:  Failures at AIG had little to do with state regulation and more to do with inadequacies among and between federal regulators.    

Legislators welcomed a dialogue with the Secretary on insurance regulation, stating that “We are all in this together.  Catastrophic failure requires comprehensive reform, and input from all parties should be welcome in this discussion.”

The NCOIL State Federal Relations Committee will discuss various federal financial services reform proposals and regulatory studies—including those by the Government Accountability Office (GAO), the Congressional Oversight Panel for TARP, and the Group of Thirty (G30)—during the February 27 through March 1 NCOIL Spring Meeting in Washington, DC.  The Meeting will be held at the Hyatt Regency Washington on Capitol Hill.

NCOIL is an organization of state legislators whose main area of public policy interest is insurance legislation and regulation.  Most legislators active in NCOIL either chair or are members of the committees responsible for insurance legislation in their respective state houses across the country.  More information is available at www.ncoil.org.

For further details, please contact the NCOIL Washington, DC Office at 202-220-3014, or by email at mhumphreys@ncoil.org.
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