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Introduction 

Chairman Neugebauer, Ranking Member Capuano, and Members of the Subcommittee, thank 

you for the opportunity to testify today.  My name is John Huff, and I am Director of the 

Department of Insurance, Financial Institutions and Professional Registration for the State of 

Missouri.  I serve as a non-voting member of the Financial Stability Oversight Council (FSOC).  

I am also a member of the National Association of Insurance Commissioners (NAIC), and I am 

testifying on behalf of that organization today.  Specifically, I am here to discuss the experiences 

of our nation’s 56 insurance regulators in working, through the NAIC, with FSOC.  I would also 

like to address the unnecessary limitations that have been placed on my ability as an FSOC 

member to use insurance regulatory resources and consult with my fellow regulators 

 

As you are well aware, Title I, Subtitle A of the Dodd-Frank Wall Street Reform and Consumer 

Protection Act of 2010 establishes the FSOC, a panel of 15 members (10 voting and five non-

voting) who meet regularly in order to develop the system by which financial institutions are 

designated Systemically Important Financial Institutions (SIFIs)—narrow, but very important, 

authority.  By statute, there are supposed to be three representatives of insurance on the Council: 

a voting member with insurance expertise; the non-voting director of the Federal Insurance 

Office (FIO); and a non-voting state insurance commissioner, to be designated through a 

selection process determined by the state insurance commissioners.  I have been filling that final 

spot since my appointment through the NAIC on September 23 of last year. 

 

There are three matters that I wish to address in my testimony today: 

 

• First, insurance is a unique product, fundamentally different from banking and securities 

products.  Its system of state-based regulation is well-suited to the needs of consumers and 

companies alike. FSOC must recognize and acknowledge these differences in fulfilling its 

mission to monitor systemic risk within the U.S. financial system.   

 

• Second, in passing Dodd-Frank, Congress did not supplant the state-based system of 

insurance regulation, and intended that insurance regulators have thorough representation on 

FSOC in order to ensure that the unique characteristics of that system could be brought to 
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bear on any decisions relating to FSOC’s narrow mission of monitoring systemic risk and 

designating systemically important financial institutions for heightened supervision. 

 

• Finally, the interests of insurance, and specifically insurance regulators, remain inadequately 

represented on FSOC; a problem that will continue for the foreseeable future. 

 

Insurance as a Unique Product  

Again, insurance products are fundamentally different from banking products and securities 

instruments.  While banking and securities products are typically bought pursuant to a 

consumer’s interest in gaining revenue, the purchase of insurance is often necessary for personal 

financial protection and to provide economic stability.  Insurance policies involve up front 

payment in exchange for a legal promise to pay benefits upon a specified loss-triggering event in 

the future.  Bank products involve money deposited by customers and are subject to withdrawal 

on demand, which the bank is liable for at any time. As such, unlike bank products, most 

insurance products are not subject to the risk of runs. For those asset management products that 

could be subject to some level of run risk, mitigating factors exist such as policy loan limitations, 

surrender/withdrawal penalties and additional taxes. Additionally, unlike banks, insurers 

typically maintain a diverse product mix, so only a portion of the company’s products would be 

subject to the already reduced level of run risk.  U.S. insurance companies are also subject to 

significant regulatory oversight including stringent capital requirements, limits on the nature and 

extent of their investments, and quarterlyoitatiurerly
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states’ financial oversight.  This oversight includes: solvency regulation; rate and form 

regulation; market conduct examinations; monitoring competition and statistical reporting; 

residual market administration; consumer information and services; producer licensing; and anti-

fraud protection.   

 

Information sharing among regulators is a fundamental benefit of the insurance regulatory 

community that gathers as the NAIC.  Through the NAIC committee structure, regulators are 

able to consult with each other, share regulatory information and approaches, and develop 

effective regulatory policies in th
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a different product and is regulated in a different manner than other financial products.  

Traditional insurance activities were not the sources of the systemic risk that enveloped our 

financial system in 2007 and 2008.  Furthermore, insurance regulators already had well-

developed systems for rehabilitating and, if necessary, unwinding troubled insurance companies 

while keeping policyholders whole.   

 

Congress recognized these important differences in the Dodd-Frank Act.  Insurance products do 

not fall under the jurisdiction of the Consumer Financial Protection Bureau.  There are different 

circumstances under which insurance companies can be declared systemically risky and in need 

of winding down – and such activity would take place pursuant to state law.   

 

In determining how insurance would be represented on the FSOC, Congress recognized that 

federal regulators may not fully understand these products and the ways in which these products 

have been, and will continue to be, successfully regulated by the states.  As such, they ensured 

that three insurance experts would be placed on FSOC: an insurance expert appointed by the 

President and confirmed by the Senate; a state insurance commissioner; and the Director of FIO.    

 

In regards to the selection of the state insurance commissioner designee to the Council, the 

Dodd-Frank Act mandates that a non-voting insurance regulator is to be appointed to FSOC 

through a process determined by all of the insurance regulators.  In doing so, they recognized 

that the state insurance regulators, through the NAIC, have their own processes for making 

policy and choosing their representatives, and the drafters of Dodd-Frank deferred to those 

processes as a matter of law. In crafting the provision in this manner, we believe Congress 

intended for my position to represent the interests of the state insurance regulatory system – not 

just the interests of one state.   At our most recent NAIC National Meeting, two former staff to 

the House Financial Services Committee deeply involved in drafting Dodd Frank– one a 

Democrat, and one a Republican – indicated that this was their understanding of Congressional 

intent as well.    

 

The important role that Congress intended for state insurance regulators to play is further 

buttressed by Section 111(d) of the Dodd-Frank Act, which states:  
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“The Council may appoint such special advisory, technical, or professional committees 

as may be useful in carrying out the functions of the Council, including an advisory 

committee consisting of State regulators, and the members of such committees may be 

members of the Council, or other persons, or both.” 

 

Similar language was included in FSOC’s own bylaws, which are posted on the U.S. Treasury 

Department’s website. 

 

The authors of Dodd-Frank recognized the unique nature of insurance products.  As such, they 

included language authorizing FSOC to consult with other state regulators in order to ensure that 

the Council has access to all available resources and expertise it needs to fully understand the 

insurance business model and insurance regulation. 
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will serve as a source of information on insurance for federal entities, and help negotiate 

international agreements, the Dodd-Frank Act makes clear that FIO will not have any general 

supervisory or regulatory authority over the business of insurance and extremely narrow 

preemptive ability.  Meanwhile, President Obama has yet to nominate the one voting member 

with insurance expertise to fill the third spot on the Council. 

 

Making matters far worse, I have been restricted from consulting with my fellow insurance 

regulators on matters before FSOC, even though our regulatory system requires regulators to 

work collaboratively and share information with one another in confidential settings.  The U.S. 

Treasury Department has taken a very narrow and, in my opinion and the NAIC’s opinion, 

incorrect view of the authorizing language in Title I, Subtitle A of the Dodd-Frank Act by 

claiming that I represent the state of Missouri and not the insurance regulatory system.  Such a 

position contradicts Congressional intent and the deference accorded to state insurance regulators 

in the explicit language of the statute itself.   But most importantly, it contradicts logic and 

reason.  Quite simply, FSOC should want – and the U.S. taxpayers should demand – all the 

regulatory resources and expertise that their regulators can provide to FSOC’s important work in 

protecting the U.S. financial system.  From the beginning, the state insurance regulators and the 

NAIC have been and continue to be willing to contribute to FSOC’s important work relating to 

insurance. 
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important work FSOC is engaged in.  I am concerned that if progress on this front continues to 
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