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As to the first aspect, in creating the OLA, Congress appropriately recognized that 
troubled insurance companies have historically been rehabilitated and/or liquidated 
pursuant to a state insolvency framework and specifically determined that there was no 
reason to disturb the operation of this framework.  Section 203(e) of the Act provides that 
“if an insurance company is a covered financial company or a subsidiary or affiliate of a 
covered financial company, the liquidation or rehabilitation of such insurance company, 
and any subsidiary or affiliate of such company that is [an insurance company], shall be 
conducted under applicable State law.”  This significant policy choice – to make an 
operating insurance company that is (or is part of) a SIFI subject to resolution according 
to state law – reflected Congress’ confidence in the state-based resolution system and the 
certainty that the system provides. 
 
On June 30, 2010, House Financial Services Chairman Barney Frank engaged in a 
colloquy with Representative André Carson regarding the intent of the Section 203(e) of 
the Act.  During that exchange, Representative Carson requested that the Chairman 
confirm that “under Title II of the conference report, all insurance companies … remain 
subject to resolution under the existing State insurance insolvency and liquidation 
regimes.”  In response, Chairman Frank stated that Representative Carson “is absolutely 
right.  We have no intention here of disturbing the well-run State insurance regime.”2   
 
Given the clear language of, and policy rationale for, Section 203(e), we presume that the 
FDIC’s proposed SPOE strategy would not be applied to operating insurance companies, 
whether they are stock, mutual, or fraternal.  An operating insurance company that issues 
policies and pays claims is exempt from resolution under the OLA, regardless of whether 
the insurance company is the top-level company in an enterprise or a lower-level 
subsidiary. 
 
With regard to the second aspect, it is important that the FDIC work with state regulators 
to establish clear written protocols as to how the SPOE approach would work if an 
insurance company is a subsidiary of a SIFI that is liquidated under this strategy (e.g., 
information sharing, confidentiality, continued operation of the insurance company).  In 
this instance, the FDIC would become the receiver of the non-operating holding company 
and the insurance subsidiary would operate under the bridge financial company.    
 
Specifically, we would urge the FDIC to establish procedures for the close coordination 
with the state insurance regulator from the insurance subsidiary’s state of domicile in 
order to: (1) enable the regulator, prior to the initiation of a receivership of the top-level 
company, to prepare necessary communications to policyholders and other stakeholders; 
(2) confirm that there would be no need for the regulator to place the insurance subsidiary 
into liquidation under the state’s insolvency framework pursuant to Section 203(e) of the 
Act; and (3) effectively coordinate and address any other changes to the top-level 
company’s business that might affect the insurance subsidiary. 
 
 
 
 
 

                                                           
2 111 Cong. Rec. H5216 (daily ed. June 30, 2010) (statements of Rep. André Carson and Rep. Barney Frank). 
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