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TO THE HOUSE COMMITTEE ON CONSUMER PROTECTION AND COMMERCE
TWENTY-EIGHTH LEGISLATURE
Regular Session of 2016
Wednesday, February 17, 2016
2:00 p.m.
TESTIMONY ON HOUSE BILL NO. 370 – RELATING TO HAWAII PROPERTY
INSURANCE ASSOCIATION.
TO THE HONORABLE ANGUS L.K. MCKELVEY, CHAIR, AND MEMBERS OF THE
COMMITTEE:
My name is Gordon Ito, State Insurance Commissioner (“Commissioner”),
testifying on behalf of the Department of Commerce and Consumer Affairs
(“Department”). The Department submits the following comments.
This bill requires member insurers of the Hawaii Property Insurance Association
(“HPIA”) to renew policies that were in effect as of January 1, 2014. The bill also
provides for continued coverage under an existing HPIA policy upon a transfer in
ownership of the property.
Presently, HPIA issues policies in areas beyond the Puna area that was
threatened by the lava flow in late 2014 continuing into 2015. The prohibition of nonrenewals may be too broad. The Department would be willing to work with interested
parties to address non-renewals of policies in areas threatened by a lava flow.
We thank this Committee for the opportunity to present testimony on this matter.
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Chair McKelvey, Vice Chair Woodson, and members of the Committee on Consumer
Protection & Commerce, my name is Marie Weite, Assistant Vice President of Claims of
First Insurance Company of Hawaii and the Law & Regulations Chair of Hawaii Insurers
Council. Hawaii Insurers Council is a non-profit trade association of property and
casualty insurance companies licensed to do business in Hawaii. Member companies
underwrite approximately thirty-six percent of all property and casualty insurance
premiums in the state.
Hawaii Insurers Council opposes this bill which requires that an insurance policy
insuring properties in the lava zone be continued until expiration after the transfer in
ownership of the property. Homeowners insurance policies are underwritten based on
the property itself as well as the person applying for coverage. If the property is
transferred, the policy needs to be rewritten and underwriting guidelines met by the new
owner. This bill is unnecessary because if there is no pending or occurring natural
disaster, there is a market for the subject insurance and HPIA as a backstop to provide
coverage.
Thank you for the opportunity to testify.
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Honolulu, HI 96813

February 16, 2016

Filed via electronic testimony submission system
Dear Representative Angus L.K. McKelvey, Chair; Representative Justin H. Woodson, Vice
Chair; and honorable members of the House Committee on Consumer Protection and
Commerce:
RE: HB 370, Hawaii Property Insurance Association - NAMIC’s Written Testimony in
Opposition
Thank you for providing the National Association of Mutual Insurance Companies (NAMIC) an
opportunity to submit written testimony to your committee for the February 17, 2016, public
hearing. Unfortunately, I will not be able to attend the public hearing, because of a previously
scheduled professional obligation.
NAMIC is the largest property/casualty insurance trade association in the country, serving
regional and local mutual insurance companies on main streets across America as well as many
of the country’s largest national insurers.
The 1,300 NAMIC member companies serve more than 135 million auto, home and business
policyholders and write more than $208 billion in annual premiums, accounting for 48 percent of
the automobile/homeowners market and 33 percent of the business insurance market. NAMIC
has 69 members who write property/casualty and workers’ compensation insurance in the State
of Hawaii, which represents 30% of the insurance marketplace.
Through our advocacy programs we promote public policy solutions that benefit NAMIC
companies and the consumers we serve. Our educational programs enable us to become better
leaders in our companies and the insurance industry for the benefit of our policyholders.
NAMIC and its members appreciate the concerns that some homeowners have in regard to
natural disaster exposure, and the consumer’s need to insurer their property. Insurers in the State
of Hawaii are competitive and strive to provide consumers with a wealth of insurance options
that properly and accurately match risk to insurance rate. In order to address the insurance needs
of consumers in a large and diverse marketplace, insurers have to engage in reasonable and
comprehensive rating and underwriting practices designed to promote pro-consumer market
1

competition. Since insurers, especially mutual insurance companies, have a duty to their
policyholders as both “individual” policyholders and the “collective” of policyholders, who
comprise the mutual insurance company (a non-stockholder owned company), insurers need to
have flexibility to rate and underwrite their own insurance book of business in a manner that best
addresses the needs of their particular collective of policyholders.
Consequently, the proposed restrictions on underwriting freedom are concerning, because they
are inconsistent with standard actuarial principles, and will hinder insurers in their ability to
engage in comprehensive risk-based underwriting. Consideration of natural disaster exposure is a
necessary and important part of the insurance risk assessment. Prohibiting insurers from being
able to non-renew a property based upon a legitimate risk variable (exposure to a natural
disaster) is detrimental to the welfare of all insurance consumers.
Insurance consumers want and deserve their insurance rates to reflect their personal risk of loss
exposure and consumers don’t want to be forced to subsidize the insurance rates of individuals,
who have made a personal decision to accept a specific higher-risk of loss exposure. “Low risk
of loss” consumers should not be required to subsidize the insurance rates of “high risk of loss”
consumers. Even though insurance is a form of risk aggregation and sharing, basic notions of
fairness still hold true, and insurers should be free to make the business decision as to what is the
best composition of risk exposure for its policyholders. If an insurer wants to non-renew a
property, because of a particular risk of loss exposure, it should have the right to do so, and the
rest of the pool of the insurers in the marketplace should have the right to decide if they want to
compete for those policyholders.
For the aforementioned reasons, NAMIC respectfully requests that the committee VOTE NO on
HB 370, and let insurers compete for business in a manner that best addresses their own business
model and in a way that best addresses the needs of their insurance consumers.
Thank you for your time and consideration. Please feel free to contact me at 303.907.0587 or at
crataj@namic.org, if you would like to discuss NAMIC’s written testimony.
Respectfully,

%/%%%“
Christian John Rataj, Esq.
NAMIC Senior Director – State Affairs, Western Region
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HOUSE COMMITTEE
ON
CONSUMER PROTECTION AND COMMERCE
February 16, 2016
House Bill 370 Relating to Hawaii Property Insurance Association
Chair McKelvey, Vice Chair Woodson, and members of the House Committee on
Consumer Protection and Commerce, I am Rick Tsujimura, representing State Farm Mutual
Automobile Insurance Company (State Farm).
State Farm offers the following comments on House Bill 370 Relating to Hawaii Property
Insurance Association. State Farm opposes this measure. State Farm believes that this issue was
addressed last session in SB 589 (Act 32), which has been codified at HRS 431:21-119 and
431:10E-142.
Our concern is whether policies in areas designated by the Commissioner as being
eligible for coverage under the Hawaii Property Insurance Association (HPIA) can be
nonrenewed by an insurer for legitimate underwriting concerns, keeping in mind that those same
properties will then be eligible for coverage under the HPIA if coverage is not available in the
voluntary market. Last year the legislature imposed new restrictions on the ability of insurers to
nonrenew or cancel policies covering properties subject to the “threat of imminent disaster from
a lava flow.” Under that Act, an insurer may only nonrenew up to 5% of its policies in a lava
flow area, unless the nonrenewal is due to nonpayment of premium. The same Act provided that
if insurance is unavailable, the HPIA must remove its moratorium.
This bill would place a burden on the voluntary market that will impact the rates for all
Hawaii policyholders, a burden that the HPIA was created to handle by spreading it across the
market. The HPIA was created for just this purpose, and shifting this risk to the voluntary market
could have unintended repercussions. State Farm urges the Committee to hold this bill.
Thank you for the opportunity to present this testimony.
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My
K. (Frankie)
been aahomeowner
homeownerand
andresident
residentofof
My name
name is
is Frances
Frances K.
(Frankie) Stapleton
Stapleton and
and Il have
have been
Puma,
in Nanawale
Nenaweie Estates
Estatessubdivision
subdiviswnfor
forthe
thepast
past35
35years.
years.I want
l wanttototestify
testifyininsupport
supportofof
Puna, in
H8370,
Buenaventura.
HI3370,introduced
introduced by
by Flap.
Rep. Joy San Buenaventura,
When
my federal-govt
federal-govt subsidized
subsidized home
home in
in Nanawale
Nanewale 37
37 years ago, there
when II bought my
there were
were no
no lava
lava
zones. II had
had no
no problem
problem getting
getting the
the required
required home
homeinsurance.
insurance.The
Thefirst
ﬁrst mention
mention of
oi lava zones
zones
was in a 1978
1978 USGS
USGS publication,
publication, not something the general
general public
public or business
business community
community was
was
irnrnediately
of. itit was
when geologist
geologistChristina
Christina Heliker
Helileer updated
updatedthe
thelava
lavazone
zonestudy
studyinin
immediately aware
aware of.
was when
1990, with
that real
real estate
estate lenders
lendersend
andinsurance
insurancecompanies
companies
withsubsequent
subsequent wide media
media oovelaﬂﬂ.
coverage, that
stalled
started using
using the
the lava
lava zones
zones for
ior aa basie
basis of
at their
their business
business transactions.
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itIt was
thepast
pastfew
fewyears
yearsthat
thatState
StateFarm
Fmmquit
quitwitting
writingnew
newpolicies
policiesfor
forLava
Lavazones
zones1 1&8.22
was only
only,,inthe
and thankfully,
thankfully, SF
in thew
ot us
us who
who had
had been
beenbuying
buying their
theirhome
homeInsurance
lnsuramefor
for
SF grmdtathered
grendfathered in
those of
many years.
years. This
This bill,
bill, 118370,
H70, puts
lntothat
practice. to
to mandate
mandatethe
thegrandfathering
grandtatltleringininofof
puts teeth into
that practice,
such policies, their
"bit? of
of business,‘
think isis the
theterm
term the
the insurance
insuranceindustry
industry uses.
uses.
theircurrent
(went "bill
business, I Ithink
When the state
state insurance
insurancecommissioner
commissionerstopped
stoppedinsurance
insurancecompanies
companiesfrom
fromcanceling
cancelingpolicies
policies
in
and 22 covering
covering much
much of
oflower
Puna when
whenlava
lavabows
flows threatened
threatenedinin2014,
2014,
in the
the Lava
Lava Zones
Zones 11 and
lower Puna
there was
was nothing
nothing in state
law that
that prohibited
prohibited insurance
insurancecompanies
companiesfrom
fromNOT
NOTRENEWING
RENEWING
state law
policies. Andmore
Zones 11 and
and22are
arebeing
beingimpacted
impactedbybythe
theeruptive
eruptiveactwity
activitystill
stillmoving
moving
policies.
And more than Zones
into
into Pwna.
Puna.
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coutd
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coveragefor
for the
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call in
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businesses and
lenders?I
lenders
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are our
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representour
ourlifelong
lifelonginvestment
investmentasaswell
well
many residents
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and these
these homes
as
being the
the only
only roof
root we‘ve
heads! Puna
Punaalso
aimhas
hasaalarge
largeHawaiian
Hawaiianpopulation,
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as being
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Most Honorable Representatives,
Representatives,

In my
not include
include insuring
insuring homes
bought
In
my humble
humble opinion,
opinion, this
this bill
billdoes
does not
not go
go far
far enough
enough as
as it
it does
does not
homes bought
afterlanuary,
2014, of
of which
which my
my home
home isis one.
one. While
While II understand
understand the
therisk
riskboth
bothfrom
fromlava
lavaand
andfrom
from
after January, 2014,
being cut off
off from
from the
the rest
restofofthe
theBig
BigIsland
Island by
byroad
roadshould
shouldlava
lavacover
coverthe
themain
mainroadways,
roadways,I still
i stillhad
had
enough
faith in
in the
the Government
Government of
of Hawaii
Hawaii to
that they
they would
would do
do whatever
whateverisis necessary
necessaryto
tokeep
keep
enough faith
to ensure
ensure that
the roads
roads open
open for
for those
of us
us in
in the
Pahoa area.
area. II do
do not
not understand
understandwhy
whyyou
you are
arenot
notcompelling
compelling
the
those of
the Pahoa
insurance
to issue
issue insurance
insurance to
to those
thoseof
ofus
uswho
who have
have purchased
purchasedororbuild
build uninsured
uninsuredhomes
homesinin
insurance companies
companies to
this
area, even
even with
with aa clause
clausedenying
denyingcoverage
coveragefor
fordirect
directdamage
damagefrom
fromlava
lavaorora alava
lavaflow.
flow.I Icertainly
certainly
this area,
accept
the risk
risk associated
associated with
with damage
damagefrom
fromaalava
lavaflow
flow that
thatdirectly
directlyburns
burnsororotherwise
otherwisedamages
damagesmy
my
accept the
home,
should
such
an
unlikely
event
occur,
I
would
like
to
be
able
to
insure
my
home
so
that
I
can
rest
home, should such an unlikely event occur, I would like to be able to insure my home so that I can rest
easy
should damage
damage from
from other
othercauses,
causes,including
includingbreak-in
break-inororfire
fire(not
(notlava
lavarelated)
related)occur.
occur.This
Thiswould
would
easy should
also increase
increase the
the value
value of
of my
my home
home as
as II would
would be
be able
able to
to sell
sell it,
it, should
should we
we decide
decide to
to move
move from
from here,
here,asas
also
an insured
insured and
and insurable
insurable home.
home.
an
Please
mandate insurance
insurancefor
forthose
thoseofofus
uswho
whohave
havebought
boughtororbuild
build our
ourhomes
homesininthis
this
Please add
add aa clause
clause to
to mandate
beautiful section
section of
of the
the Big
Big Island
Island of
Hawaii, aa section
into for
for development
and
beautiful
of Hawaii,
section you
you have
have lavished
lavished funds
funds into
development and
public
services,
so
that
we
can
rest
easy
knowing
our
homes
are
insured
for
ﬁre,
theft
and
casualty
not
public services, so that we can rest easy knowing our homes are insured for fire, theft and casualty not
related
to direct
directlava
lava damage.
damage.II still
still believe
believe the
the Hawaiian
Hawaiian State
State Government
Government supports
supportsusushere
hereininPahoa
Pahoa
related to
and
in Puna
Puna in
in general,
would hate
to feel
feel abandoned
abandonedby
by my
my state
stategovernment.
government.
and in
general, and
and would
hate to
Thank
I willbe
befollowing
following this
this bill
bill in
in the
the days
days to
to come!
comel
Thank you
you so
so much
much for
for your
your attention.
attention. twill
Aloha,
Bob Farrell

Hawaiian
Hawaiian Shores
Shores Community Association
Association
15-2793
S. HONU
HONU STREET
PAHOA,HAWAII
HAWAII 96778
96778
15-27935.
STREET PAHOA,

PHONE (ans)
FAX(808)
(aos)9s5-osoz
PHONE
(808)965-8140
965-8140 FAX
965-0802 A
hsca(thhawaii. mcom
EMAIL: hsca@hawaii.rr.com
{
www.hawaiianshores.orq
www.hawaiianshores.org

Feb. 16,
16, 2016

'

cgis

#
6‘

V'As
%\'
srik,

to?

To: Committee
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To:
Committee
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Houseof
ofRepresentafives
Representatives
Chair Angus McKelvey
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Hearing;
17, 2016
2016 @
@ 2PM
2PM
Hearing; Feb. 17,
RE:
RE: HB
HB370—
370 —Relating
Relating to
to Insurance
Insurance
Aloha Committee Chair and Members,
Aloha
Members,
We appreciate that
We
that you
you have
have scheduled
scheduledthis
thismeasure
measurefor
forhearing
hearingand
andsupport
supportthis
this
legislation. It
It is
is our
our understanding from working
working with
with Representative
Representative San.Buenaventura
San Buenaventura
legislation.
legislation must
must be
be passed in
passed last year
that this legislation
in order to correct legislation
legislation passed
year as
as aa
insurance policies
result of a moratorium
moratorium placed on HPIA
HPIA insurance
policies due to the June
June 27
27 2014
2014lava
lava
flow
approach the
the densely
denselypopulated
populatedsubdivisions
subdivisionsofofthe
thePuna
Punadistrict
districton
on
flow that
that began
began to approach
Big Island.
has been?
been ahigher
higherthan
thannormal
normalrate
rateofofproperty
property
the Big
Island. Due
Due to
to that event, there has
owners who have recently
recently sold their properties in
in the area,
area, meanwhile
meanwhile others
others are
are
area. These
Thesetransactions
transactionscontinue
continuetotobebehindered
hinderedbybymarket
market
anxious to relocate to this area.
failure in
market and
andthis
thisbill
bill attempts
attemptstotoprovide
provide relief
relief for
for those
those issues.
issues.
failure
in the
the insurance
insurance market

of 1294
1294 residential
residential lots
lots strongly encourages support
support of this
Our community consisting of
bill which
economic recovery
recovery in
in Puna
Puna which
which was
was severely
severelyhit
hit by
by
bill
whichisisneeded
needed to
to ensure economic
both a fierce
ﬁerce tropical storm of
of nearly hurricane
hurricane strength
strength (lselle)
(Iselle) and
andthreatened
threatenedbybylava
lava
in the
the second
second half
in
haif of
of 2014.
2014.
Sincerely,
Zzfeen O ‘Warm
Eiteeff
'Zug?,

Eileen
President
.
Eileen O’Hara,
O'Hara, President
Board of
of Directors,
Directors, Hawaiian
Hawaiian Shores
ShoresCommunity
CommunityAssn.
Assn.

