The Homeowners Defense Act
Stabilizing the Homeowners’ Insurance Market

The Homeowners' Defense Act was drafted to address the growing crisis in the availability and affordability of homeowners’ insurance.  More than thirty states across the nation have established some form of residual market insurance plan to address availability and affordability.  States around the country are increasingly assuming the burden of insuring homeowners who have been cancelled.  

This proactive approach focuses on providing an opportunity for states to responsibly plan for disasters ahead of time, while encouraging mitigation efforts to minimize the cost of catastrophic events.  By planning ahead, states can reduce their catastrophe losses and get homeowners back on their feet as quickly as possible following a disaster.

Harnessing the Private Markets

The bill sets up a Federal Catastrophe Bond Consortium for state-sponsored insurance funds to voluntarily pool their catastrophe risk with one another, and then transfer that risk to the private markets through the use of catastrophe bonds and reinsurance contracts.  Following the risk transfer, state-sponsored insurance funds would be better protected and increasingly able to provide services for those who are not able to find insurance on their own.  

Guarding Against the Next Catastrophe

The legislation also provides a federal guarantee for debt issued by qualified states to assist in the financial recovery from natural catastrophes.  This common-sense provision will ensure that states are able to provide for their citizens in the wake of a devastating event.  
The legislation would further establish a Federal National Catastrophe Reinsurance Fund that would offer reinsurance for truly catastrophic events.  The federal reinsurance would provide increased stability to states and other entities currently writing homeowners' insurance policies.

Emphasizing Personal Responsibility        

Acknowledging that homeowners are the first line of defense against a catastrophe, the bill encourages sound mitigation efforts and stresses the impact that homeowners can take to protect their own homes.  Grants will be provided for states to create or expand mitigation programs such as inspections or financial assistance for homeowners to retrofit their homes and reduce exposure.
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