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RE: H.R., 2555, Homeowners’ Defense Act

May 26, 2010
Dear Representative:

We write in opposition to H.R. 2555, which we understand the House of Representatives may consider soon.
Our organizations have significant concerns with this legislation and respectfully request that you defer its
consideration until other measures are proposed that would better protect people, property, the environment and
the interests of taxpayers all across the country.

We have no doubt that Representative Klein's efforts to ease Floridians' insurance rates are well intended, but we
are extremely concerned that providing a federal insurance subsidy will create incentives for more development in
environmentally sensitive coastal areas and increase exposure to hurricane-related risk. This could leave people
more exposed to harm and at the same time increase, rather than decrease, adverse impacts to the environment. In
fact, the House Financial Services Committee approved changes to the original bill that would further incentivize
development in environmentally-sensitive areas and increase the burden on the taxpayer. It eliminated the $200
billion liability cap and eliminated the requirement that the state pay any funds, now leaving the federal
government on the hook for ALL insured losses, with no maximum liability.

The effects of climate change and the projections that climate scientists have made about the future form a critical
backdrop for this legislation. A recent report from the federal government, Global Climate Change Impacts in the
United States, paints a sober picture of the future that scientists anticipate in Florida and other southeastern states.
An increase in average sea level of up to two feet or more is expected. For the Southeast, the report notes that
"Sea-level rise and the likely increase in hurricane intensity and associated storm surge will be among the most
serious consequences of climate change." (p. 114)

If coastal state and local governments allow development to continue as usual — with little regard to natural
hazards — then federal backstop guarantees or reinsurance will almost certainly result in more development in
high-risk areas. With the risks of rising sea levels and stronger hurricanes as a result of climate change, state and
local governments will have to make much better land use decisions to avoid risk. Unfortunately, H.R. 2555
would perpetuate ill-conceived or unwise development decisions.

In 2008 the Florida Coastal and Ocean Coalition issued a report, Preparing for a Sea Change, which found that the
general availability of property insurance through Citizens Property Insurance Corporation (CPIC) "...results in a
subsidy for ill-advised coastal construction in coastal high hazard areas fronting vulnerable and eroding
beaches...CPIC coverage is provided to builders, investors, and homeowners along the coast regardless of the
historical erosion rates, storm history, or frequency of repeat claims."(p. 18). The report recommends restrictions
in CPIC coverage and calls on Congress to oppose efforts to expand federal subsidies for wind insurance and
natural catastrophe insurance in coastal high hazard areas.

In addition to what has occurred in Florida, four decades of experience with the National Flood Insurance
Program has served as a critical laboratory and powerful reminder to all that the federal role in insurance has had
serious unintended consequences. While the program has kept consumers' flood insurance costs low, it has done
too little to reduce risk, and in fact it has been a major factor in increasing risk. Through the NFIP the federal
government has repeatedly supported building or rebuilding of high-risk properties, and the program is now
nearly $20 billion in an insurmountable debt to the Treasury. The NFIP offers a cautionary tale about how
government action to reduce insurance costs provides a negative signal about the need to reduce risk.



In contrast to a federal insurance subsidy, which is the focus of H.R. 2555, hazard mitigation programs are a well-
established, cost-effective means to reduce the impact of natural disasters. For example, in 2007, the
Congressional Budget Office found that projects funded through the Pre-Disaster Mitigation program between
2004 and June 2007 resulted in a reduction of future disaster spending of approximately $3 for every $1 spent on
these projects. Similarly, in 2005, a Congressionally-mandated study by the Multihazard Mitigation Council (an
advisory body of the National Institute of Building Sciences) concluded that cost-effective mitigation saves an
average of four dollars for every dollar spent.

We appreciate that the bill adds a small, $15 million/year mitigation authorization. However, because mitigation
both protects lives and property and cuts insurance costs, the fundamental focus of the effort to address the risks
that communities face should be to pursue mitigation at a much greater scale. As it stands, the scale of the
mitigation program has a virtually insignificant effect and is dwarfed by the scope of the bill's insurance
provisions and their incentives for risky development. There is far less incentive to mitigate when the cost of
insurance is subsidized.

In conclusion, we believe that a strategic commitment to encourage mitigation is the best approach to protecting
communities from natural hazards and urge Congress to follow that path. This would discourage risky
development, protect environmentally-sensitive areas to buffer communities from hazards, emphasize actuarial,
risk-based insurance that sends appropriate signals regarding risks. This strategy would do the most to safeguard
people, protect property, reduce insurance rates and protect the environment. We would welcome an opportunity
to work with Congressman Klein and other Members toward an approach that better protects people, property and
the environment.

Thank you for considering our views.
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