GENE TAYLOR

Ao Disnncr, MiLsison

COMMITTEE ON ARMED SERVICES

Congress of the United States

SUBCOMMITTEE ON SEAPOWER AND

FXPEDITIONARY FORCES Bouge of Repregentatives
D INeRASTRUCTURE | WWashington, BC 20515-2404
hitp://mvww.house.gov/genetaylor July 13 2007

Gov. Marc Racicot
President
American Insurance Association

1130 Connecticut Ave. NW, Suite 1000
Washington, DC 20036

Dear Governor Radcicot: /|

& 7/

2269 RAYBURN HOUSE OFFICE BUILDING
WALHINGTUN, DC 20515-2404
(202) 225-5772
FAX: (202) 225-7074

DISTRICT OFFICES:
2424 14t4 STREET

GULFPORT, MS 39501
(228} 864-7670

701 MAIN STREET
SUITE 215
HATTIESBURG, MS 39401
(601} 582-3246

2900 GOVERNMENT STREET, SUITE B
OCEAN SPRINGS, MS 39564
(228) 872-7950

527 CENTRAL AVENUE
LAUREL, MS 39440
(601) 425-3905

I ampwriting to request that you retract and disavow the fraudulent Towers Perrin
report that you released to Congress and the media on Wednesday. The report claims to
analyze my legislation, H.R. 920, the Multiple Peril Insurance Act. However, the
assumptions, scenarios, and conclusions in the report are impossible under the bill.

This report is yet another bad faith action by the insurance industry. It focuses on
a hypothetical federal program that would sell wind-only insurance policies all over
America, would set premiums 20% lower than the predicted risks, and would charge the
same windstorm premiums for beachfront property in Florida as for low-risk properties
500 miles inland. Each of those circumstances is expressly forbidden in H.R. 920.

Had they read the bill, Towers Perrin would have known that wind coverage
would be available only in a package with flood insurance coverage. The program would
be available only in communities that participate in the flood insurance program, agree to
flood plain management standards, and comply with the new windstorm building

standards that would be created by the bill.

Therefore, it is impossible for the NFIP to cover 100% of the wind market, the
basis of Towers Perrin’s absurd Scenario 1. Many communities do not participate in the
flood program and have no incentive to join it. In many inland communities that do
participate in the flood program, the private windstorm market has not yet failed, so there

is no incentive for local governments to opt into the multiple peril program.

The bill requires the premiums to be risk-based and actuarially sound, so that the
program would be required to collect enough in premiums to pay claims. The bill
anticipates that FEMA would contract for risk models, hire actuaries, and set premiums
in precisely the same manner as insurance companies and state-sponsored insurers of last

resort. As you know, the risk data is readily available.






