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funds to the Fiscal Agent to make such payments. The
Secretary shall make such payments on the date such
prineipal or interest becomes due for payment or on the
business day next following the day on which the Secretary
shall receive notice of failure on the part of the eligible
State program to provide sufficient funds to the Fiseal
Agent to make such payments, whichever is later. Upon
making such payment, the Secretary shall be subrogated
to all the rights of the ultimate recipient, of the payment.
The Secretary shall be entitled to recover from the eligible
State program the amount of any payments made pursu-
ant to any guarantee entered into under this Act.

(b) ROLE OF THE ATTORNEY GENERATL.—The Attor-
ney (reneral shall take such action as may be appropriate
to enforece any right aceruing, and to collect any and all
sums owing, to the United States as a result of the
1ssuance of any guarantee under this Act.

(¢) RuLE oF CONSTRUCTION.—Nothing in this see-
tion shall be construed to preclude any forbearance for the
benefit of the eligible State program which may be agreed
upon by the parties to the guaranteed debt and approved
by the Secretary, provided that budget authority for any
resulting cost, as such term is defined under the Federal

Credit Reform Act of 1990, is available.
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(d) RIGHT OF THE SECRETARY.—Notwithstanding
any other provision of law relating to the acquisition, han-
dling, or disposal of property by the United States, the
Secretary shall have the right in the discretion of the Sec-
retary to complete, recondition, reconstruct, renovate, re-
pair, maintain, operate, or sell any property acquired by
the Secretary pursuant to the provisions of this Act.

SEC. 9. FULL FAITH AND CREDIT.

The full faith and credit of the United States is
pledged to the payment of all guarantees issued under this
Act with respect to principal and interest.

SEC. 10. BUDGETARY IMPACT; COSTS.

For purposes of section 502(5) of the Federal Credit
Reform Act of 1990, the cost of guarantees to be issued
under this Act shall be calculated by adjusting the dis-
count rate in section H02(5)(E) of such Act for market
risk.

SEC. 11. REGULATIONS,

The Secretary shall issue any regulations necessary

to carry out the debt-guarantee program established under

this Act.
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The Earthquake Insurance Affordability Act (EIAA)
Empowering Homeowners / Protecting Taxpayers

The summer of 2011 saw our nation hit by tornadoes, earthquakes,
and massive storms—they took lives and damaged homes and
businesses across the nation.

And in a profound show of Nature’s power, even the iconic
Washington Monument was cracked by the East Coast earthquake in
August—it was an event lasting less than a minute but created
severe damage to the structure that compelled the U.S. Parks
Service to hang a “closed to visitors” sign on the Monument
entrance.

For more than 150 years now the Monument has been an eloguent
symbol of our great nation’s strength. But so damaged, it's a
different kind of reminder: a visual one, which in our view symbolizes
cracks in our country’s readiness to recover after disasters strike.
The recent passionate debate in Congress about disaster-relief
funding further revealed just how deep those cracks run.

Without doubt, completing the disaster-relief and recovery-funding puzzle will require hard work and
many different pieces. While the two of us may respectfully differ on the design and shape of many
puzzle pieces, there is one on which we totally agree — the need for private-sector solutions to
make homeowners’ earthquake insurance more affordable and accessible again.

EIAA is an important part of fixing the cracks.

FACT: According to the U.S. Geological Survey, earthquakes pose a
significant risk to 75 million Americans in 39 states.

FACT: Despite the imminent threat posed by a catastrophic earthquake,
only about ten percent of homeowners have earthquake
insurance. It is simply too expensive.

We can'’t prevent earthquakes, so we must increase access to affordable
earthquake insurance — to help residents recover and rebuild without a
federal bailout and without any kind of taxpayer subsidy.

That is where the Earthquake Insurance Affordability Act comes in.
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SUMMARY OF THE LEGISLATION

At no cost to the federal government or federal taxpayers, EIAA would create a limited,
committed federal guarantee to support post-earthquake bonds of highly qualified,
actuarially sound state programs that offer residential earthquake insurance.
e EIAA supports families' voluntary access to fairly priced earthquake insurance.
e Qualified state programs could replace some (but by no means all) expensive
reinsurance and fully maintain their existing capacity and financial strength.

Getting more homes insured cuts earthquake-recovery costs, which are huge.

After major natural disasters, there’s pressure on the federal government to bail out families,
communities, and states.

e Eighty percent of Californians live on or near a fault. Yet they're not ready for an
earthquake—fewer than 10 percent of California households are covered by earthquake
insurance.

e Across the nation more than 75 million people live in earthquake-vulnerable regions, but
earthquake insurance for those homes is less available and more expensive every day.

e Most consumers believe earthquake insurance is simply too expensive.

e But earthquakes are expensive, too:

" Federal taxpayers were on the hook for more than $9 billion after the 1994
Northridge quake, while California’s taxpayers chipped in more than half a billion
dollars more.

" It would have been much more expensive for taxpayers had not so many

households in 1994 had earthquake insurance for their homes. It was over 25%
then—now it's 10%.

Lower-cost earthquake insurance will reduce federal taxpayers’ risk.
e Without affordable earthquake insurance, federal bailout or taxpayer subsidy is certain.
e In California, the public, nonprofit California Earthquake Authority (CEA) is the state’s
largest earthquake insurer.

" Its premiums are driven by the high cost of reinsurance.
" CEA must spend 40 cents of every premium dollar to buy reinsurance.
. Since it opened in 1996, the CEA has paid reinsurers $2.9 billion—reinsurers

have paid CEA $250,000 for claims.

EIAA protects Federal taxpayers to speed recovery after the "big one” strikes.
o EIAA s simply a debt guarantee, extended only to highly qualified borrowers. It's not a
loan. It's not a federal backstop.
o EIAA provides one thing: a committed, but strictly limited, federal guarantee of private-
market, post-event debt.
¢ Bottom line—more homeowners will be able to afford earthquake insurance and more
communities will recover more quickly—and with less federal assistance.

The EIAA will cost taxpayers zero: All fees and costs—without exception—are
borne by the qualified state program. “The Congressional Budget Office has
estimated that [EIAA] comes at no cost to the taxpayer.” (Senator Dianne
Feinstein, Congressional Record — March 17, 2011)
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California State Association of Counties

(’n( August 24, 2011

1o0ksieet ~ The Honorable Dianne Feinstein
Suite 101 United States Senate
Soaamento  \Washington, DC 20510

California
95814

RE: Support for the Earthquake Insurance Affordability Act (S. 637)
Telephone

916.327-7500

Facsimile

916.441.5507

Dear Senator Feinstein:

On behalf of the California State Association of Counties (CSAC), | am pleased to inform you of
our support of the Earthquake Insurance Affordability Act (S. 637). CSAC is an association that
represents county government before the California Legislature, administrative agencies and
the federal government. Representing all 58 of California’s Counties, CSAC places a strong
emphasis on educating the public about the value and need for county programs and services
critical for healthy communities.

Recent catastrophic earthquakes in Japan, New Zealand and Haiti have served as painful
reminders of California’s vulnerability to similar devastation. In fact, the deadly tsunami that hit
Japan also traveled 5,000 miles across the ocean and slammed into the Northern California,
causing approximately $20 million worth of damages to Del Norte County.

No part of California is immune from earthquakes and although eighty percent of its residents
currently live on or near a fault, fewer than 10 percent of California households are covered by
earthquake insurance.

Californians need greater access to affordable earthquake insurance. The EIAA is a fiscally
sound solution that empowers homeowners and protects taxpayers. It provides a limited
guarantee that would significantly reduce insurance premiums by as much as 20 percent and
allow more homeowners to afford earthquake insurance in California.

While we cannot prevent an earthquake, we can certainly prepare for one and the EIAA is a
significant step in that direction.

It is for these reasons that we support the Earthquake Insurance Affordability Act. Should you
have any questions regarding our position, please contact me at 916-327-7500 ext. 511.

Sincerely,

Karen Keene
CSAC Senior Legislative Representative

cc: Glenn Pomeroy, Chief Executive Officer, California Earthquake Authority
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