Homeowners’ Defense Act Bill Summary
Title I- The National Catastrophe Risk Consortium 
Title I establishes the National Catastrophe Risk Consortium, an organization that states can, but need not, join for the purposes of transferring catastrophe risk. Risk transfer would be achieved through the issuance of risk-linked securities or through reinsurance contracts. The Consortium is designed to function as a conduit, so that at no time would risk transfer either to or from the Federal Government. 
The Consortium offers states and private market participants a unique opportunity to benefit from a combining of catastrophic risk diversified by type of peril and geographic region. The Consortium staff would work in coordination with participating states to catalogue inventories of catastrophic risk. Catastrophe bond underwriters and other market participants would be able to access this database to structure bonds or reinsurance contracts and treaties. The Consortium would serve as a conduit issuer of catastrophe bonds on behalf of the participating states, but not actually take possession of any bond proceeds, coupon payments or underlying risk. 
Through the aggregation and maintenance of market statistics, the Consortium would develop industry standards for the catastrophe bond and risk transference markets. Such standards include, but are not limited to, the terms of bond offerings, the nature of triggers used and the definitions of risks. 
Title II- Catastrophe Obligation Guarantees 
This title establishes a debt guarantee program in the Treasury Department that would authorize the federal government to guarantee debt issued by eligible state programs to assist in the financial recovery from natural catastrophes.  To qualify for any guarantee, states would have to submit a credible plan for repayment to the Treasury.  The federal guarantee will allow states to access private capital markets to pay the claims of homeowners in a timely manner while relieving the burden of disaster recovery from federal taxpayers.

Eligible state programs must provide residential property insurance coverage or reinsurance coverage for homeowners to qualify for a debt guarantee.  To encourage and support mitigation programs, the eligible program must operate in a state that has in effect and enforces nationally recognized building codes, and has taken actions to establish an insurance rate structure that reflects measures to mitigate insurance loss.

This common-sense provision will ensure that states are able to provide for their citizens in the wake of a devastating event.
Title III – Federal Natural Catastrophe Reinsurance Fund
This title establishes in the Treasury Department a Federal National Catastrophe Reinsurance Fund that would be authorized to write reinsurance contracts covering truly catastrophic–level events.  Qualified reinsurance programs would be permitted to purchase one-year reinsurance contracts from the Fund to cover losses incurred by those programs.  The Fund could provide reinsurance contracts for coverage that is available only after the participating program has sustained losses from a 1 in 200 year event.  Of the insured losses in excess of this amount, the reinsurance contract will pay 90 percent.  
Coverage provided under Title III must be priced on an actuarially-sound basis and not displace or compete with the private market.  The Fund may utilize private market reinsurance to the extent that it is available. 
Title IV – Mitigation
This title establishes a grant program in the Department of Housing and Urban Development to develop, enhance, and maintain programs that prevent and mitigate losses from natural catastrophes.  It has been estimated that every dollar invested in mitigation yields four to seven times that amount in savings, and increased attention to risk reduction and mitigation is an essential part of reducing the costs of natural disasters. 

Under the grant program, states are encouraged to create an awareness of risk factors, establish or expand programs that provide inspections for homeowners so they can identify areas to strengthen their homes and reduce exposure, and provide matching grants and other financial assistance for homeowners to retrofit their homes.  Providing incentives for mitigation will save taxpayers money in the long run.    
Title V- General Provisions 
This title requires the Treasury Department to study the need for expanding the programs in this legislation to apply to insured losses of qualified reinsurance programs from commercial insurance policies.  

