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Inconvenient Truth Number 1: 
Regulators view agent defaults as a COMPANY issue 

Regulators do not see this as a regulatory issue

a.Mortgage brokers analogy – systemic risk

b.Simply holding companies’ feet to the fire is not 
sufficient

c. Requiring ever larger bonds is not the answer

d.Regulators sometimes feel that their statutes do 
not give them the authority to stop rogue agents

e.What should state law say?

f. Regulators need to be able and willing to BAR an 
agent that has taken funds



Inconvenient Truth Number 2:
Security Interests in Agencies are an Illusion

Security interests in agencies are largely illusory.
‐ Businesses have few fixed assets

‐ The valuable “asset” is actually a liability – The 
Lease

‐ Assignment of Lease requires landlord’s consent

‐ Market practice will not permit companies to get 
a conditional assignment (in event of default) on 
the front end



Inconvenient Truth Number 3: 
Bonding Agents is Difficult

Bonding individual agents is difficult

a.Adverse selection / moral hazard

b.Poor level of professionalism of many agents

c. Need to develop programs that work for agents

d.Should regulators require agent exposures over a 
certain level to be bonded?



Inconvenient Truth Number 4:
It’s a Dog Eat Dog Industry

1. Some companies play musical chairs 

2. Some companies have encouraged defaulting agents 
to take in another company in order to generate 
cash to pay off company 1.



Inconvenient Truth Number 5:
No Effective Sharing of Default Information 

Has Happened

1. Effective sharing of agent default information 
has not happened
a. AgenTrax – positive hits, cost/benefit
b. Why not just use regular credit bureaus?  

Because we are not extending credit
2. “Beggar thy neighbor” attitudes
3. The Industry Needs to Mature on this issue.  
4. Lack of transparency helps the bad guys more 

than it hurts potential competitors


