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On behalf of the Property Casualty Insurers Association of America (PCI) and its members 

writing almost 27 percent of the property insurance business in Virginia, we appreciate the 

opportunity to offer our comments on establishing a state catastrophe reinsurance fund in Virginia 

through HB 89.  PCI and its members know very well the devastation that natural catastrophes 

can cause.  We support measures that save lives, protect property, minimize damage and limit the 

economic impact from natural catastrophes. 

 

However, we also believe that everything should be done to protect and preserve a competitive 

private insurance marketplace.  Virginia has a very competitive property insurance market.  The 

Virginia Property Insurance Association, the state’s own market of last resort, continues to show 

a declining number of risks written, even in coastal areas over the last few years.  The results 

from the last eight quarters show a decline in number of coastal risks written by the Virginia plan 

from a peak of 10,039 (Q3-2008) to 8,571 (Q1-2010).  This is out of roughly 3.2 million 

structures (residences only) in the state.  This is contrary to many states that have such residual 

market mechanisms known as “wind pools/beach plans” and the one state (Florida) that has a 

“state reinsurance catastrophe fund”– similar to that proposed in HB-89.  This is because Virginia 

has a regulatory environment that encourages competition and is a good place for insurers to do 

business.  Also, Virginia DOES NOT HAVE a government program that charges inadequate rates 

and/or includes a post-event surcharge subsidized by all policyholders in the state. 

 

Virginia’s homeowners rates rank 24th in the nation, and this is also reflective of a healthy 

property insurance marketplace, particularly for a coastal state.  In 2008, the insurance 

department held meetings to discuss this issue and it was very apparent that Virginia does not 

have a coastal insurance problem. 

 

Accordingly, what purpose does passage of HB-89 serve and how does it benefit Virginia’s 

property owners?  The legislation, as we understand it, creates a “standby” state reinsurance 



 
 
 
catastrophe fund that would become operative “upon enactment of a federal law providing for a 

creation of a National Catastrophe Reinsurance Fund (and presumes it will be by January 1, 2011 

– H.R. 2555?). While H.R. 2555 has passed through the House Financial Services Committee this 

year, we do not believe, given other Congressional and Administration priorities, that passage 

will occur in 2010.  Why create something that is dependent on passage of a federal law when we 

don’t know if that will happen this year or what the federal legislation, if ever passed and enacted, 

would contain?  PCI does not believe that such legislation is necessary for Virginia.  

 

Let me be clear – PCI opposes legislation such as HB-89.  It contains provisions for cross-line 

subsidies that artificially subsidize coastal property risks meaning inland auto policyholders, for 

example, could pay an additional 10 percent in auto premium should the state catastrophe fund 

run short of money and have to pay-off a bond issue. This could create even worse problems for 

the state’s property policyholders as the state catastrophe fund and the state would be looking for 

sources for funds that ultimately that could become the taxpayers in the state.  PCI believes that 

the costs associated with coastal property risks should be paid by the coastal property owners in a 

free-market environment, as it is currently in Virginia. There is more than enough reinsurance 

capacity for insurers writing Virginia coastal risks, again, pointing to a lack of need for legislation 

in this state. 

 

We appreciate the opportunity to offer our comments.  PCI believes that this legislation that 

depends upon passage of federal legislation is over-reactive and unnecessary.  PCI does not 

believe this is any way to amend this bill to make it work for insurance consumers.  PCI has 

created a Natural Catastrophe Guidebook that we’ll leave with you.  The Guidebook provides 

information about the various approaches to catastrophe issues and offers some key information 

and potential solutions.  However, we do not believe that a standby state reinsurance catastrophe 

fund is needed or appropriate for the citizens of Virginia. 
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