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INOUYE STATEMENT ON THE NATURAL 
DISASTER PROTECTION & INSURANCE ACT

Monday, July 17, 1995

FOR IMMEDIATE RELEASE

HONOLULU, HAWAII —

I am pleased to announce the raintraduction of the Natural 
Disaster Protection Act (NDPA) in an effort to create a 
comprehensive federal strategy for disaster preparation and 
planning. I hope that many of my colleagues" will join senator 
Stevens and me as cosponsors, sc that we can ensure that this 
bill is considered by the full Senate at the earliest possible 
opportunity. Time, however, is working against us.

Since our original legislation was introduced in the last 
Congress, we have experienced, time and time and again why the 
hill is so urgently needed. The earthquake which struck Los 
Angeles in January, 1994 is now rated the second most costly 
disaster in United States history, adding more than $11 billion 
to the federal debt and saddling its victims, most of whom were 
uninsured, with even greater losses . The tragic earthquake in 
Kobe, Japan, and the recent California and Midwest floods are 
just two further examples of nature's unpredictability.

This issue is very important to me particularly since Hurricane 
Iniki struck my state in 1992, causing several billion dollars in 
damage and widespread economic disruption. Unfortunately, there 
are millions of Americans who know firsthand about the 
destruction and suffering caused by these terrible events.

What troubles me most is that the worst could still be ahead of 
us. The United States Weather Service predicts that this year's 
hurricane season, which began a few weeks ago, could he worse 
than 1992, the year of Hurricanes Andrew and Iniki. 1 am deeply 
concerned that we are not prepared for another major natural 
disaster. That is why we are renewing our effort to enact major 
disaster policy reform.

MORE —



We simply must insist that all segments of government, not to 
mention insurers and homeowners, are doing all that is prudently 
possible to prevent losses before they occur and to reduce the 
long term costs of disasters to federal taxpayers. We need 
better enforcement of building codes, more thorough mitigation 
plans, and a funding mechanism that is both predictable and 
adequate. We must make sure cur citizens are protected with 
adequate insurance so that those at greatest risk from 
hurricanes, earthquakes, and floods do not end up totally 
dependent on disaster relief. We must also be certain that such 
an insurance system is capable of withstanding the worst-possible 
catastrophes. The NDPA accomplishes these aims and does so with 
a program that is totally self-funding.

This bill advocates private insurance as an alternative to costly 
federal relief. It also creates a national disaster fund to 
assure the availability of private insurance before and after a 
major disaster and promotes better building practices and 
increased planning for catastrophes. This legislation would 
encourage states and local governments to adopt building codes 
and the type of mitigation strategies I mentioned, and it would 
provide them with funds derived from private industry, not the 
federal government, to implement those measures. The bill would 
substantially increase participation in insurance programs for 
the perils homeowners face and provide for a federal backstop of 
the private insurance market in the event of a "mega-catastrophe" 
which could result in extreme devastation and economic 
disruption.

The new bill improves upon last year's legislation by relying 
primarily on the private sector to address insurance availability 
issues and by modifying federal disaster assistance programs to 
reduce the share of disaster relief borne by U.S. taxpayers.

The ndpa enjoys the support of numerous state and local 
government officials, and organizations representing homeowners, 
consumers, emergency management and response personnel, realtors;, 
lenders, and the insurance industry. It is clear that Members of 
Congress are beginning to recognize the problem we face in 
dealing with these catastrophic events and want to do something 
about it.

Must we wait until another disaster on the scale of the Japanese 
earthquake strikes here in America before we do something? We 
are committed to bringing this important matter before the entire 
Senate at the earliest possible opportunity. We need to act now, 
before it is too late.
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S.J. Res. 120. A joint resolution proposing 

an amendment to the Constitution prohibit- 
ing the imposition of retroactive taxes on 
the American people; to the Committee on 
the Judiciary. 

By Mr. RIEGLE (for himself. Mr. 
D'Amato, Ms. Mikulski, Mr. Duren- 
berger, Mr. Lugar, Mr. Inouye, Mr. 
Moynihan, Mr. Glenn, Mr. Coats, 
Mr. Specter. Mr. Lautenberg, Mr. 
Levin, Mr. Cochran, Mr. DeConcini, 
Mr. Sarbanes, Mr. Simon, Mr. Thur- 
mond, Mr. Dole, Mr. Jeffords, Mr. 
Dodd, Mr. Helms, Mr. Warner, Mr. 
Conrad, Mr. Daschle, Mr. Holdings, 
Mr. Brown. Mr. Roth, Mr. Wofford,
Mr. PRESSLER, Mr. Graham. Mr. 
Bradley, Mr. Feingold, Mr. Heflin, 
Mr. Bryan, Mr. Wallop, Mr. John- 
Ston, Mr. Metzenbaum, Mr. Grass- 
ley, Mr. Burns, Mr. Dorgan, Mr.
Sasser, Mr. Danforth, Mrs. Kasse- 
BAUM, Mr. EXON, Mr. MURKOWSKI, Mr. 
Shelby, Mr. mack, Mr. chafee, Mr. 
Robb, Mr. Kohl, Mr. Breaux. Ms. 
Moseley-Braun, Mr. akaka, Mr. 
Kerry, and Mr. Pell):

S.J. Res. 131. A bill to designate October 6, 
1993 and 1994, as "German-American Day”; 
considered and passed.

SUBMISSION OF CONCURRENT AND 
.... SENATE RESOLUTIONS

The following concurrent resolutions 
and Senate resolutions were read, and 
referred (or acted upon), as indicated:

By Mr. PELL (for himself and Mr. 
BIDEN):

S. Res. 133. A resolution authorizing the 
printing of the publication "To Stand 
Agression: Milosevic, the Bosnian Republic, 
and the Conscience of the West”; considered 
and agreed to.

By Mr. MITCHELL (for himself and Mr. 
Dole):

S. Res. 139. A resolution to establish proce- 
dures relating to the settlement of com- 
plaints filed with the Office of Senate Fair 
Employment Practices, and for other pur- 
poses; considered and agreed to.

STATEMENTS ON INTRODUCED 
BELLS AND JOINT RESOLUTIONS

By Mr. INOUYE (for himself, Mr. 
Dodd, Mr. Stevens, Mr. Akaka, 
Mr. Gorton, Mr. Murkowski, 
and Mr. Simon):

S. 1350. A bill to amend the Earth- 
quake Hazards Reduction Act of 1977 to 
provide for an expanded Federal pro- 
gram of hazard mitigation and insur- 
ance against the risk of catastrophic 
natural disasters, such as hurricanes, 
earthquakes, and volcanic eruptions, 
and for other purposes; to the Commit- 
tee on Commerce, Science, and Trans- 
portation.

NATURAL DISASTER PROTECTION ACT OF 1993
Mr. INOUYE. Mr. President, today, I 

rise to introduce the Natural Disaster 
Protection Act of 1993. I am joined by 
Senators Stevens, Akaka, Dodd, Gor- 
ton, Murkowski, and Simon as original 
cosponsors of my bill.

I wish to commend the National Dis- 
aster Coalition for their efforts and as- 
sistance in crafting this legislation. 
This measure is the product of many 
months of intense dialog, drafting, and 
hard work. The Coalition is a task

force comprised of the insurance indus- 
try, realtors, lenders, State emergency 
managers, firefighters, and home- 
owners’ groups dedicated to reducing 
property losses and Injuries from natu- 
ral disasters.

This legislation responds to the un- 
precedented losses caused by recent 
catastrophic natural disasters. Last 
year’s devastation from Hurricanes An- 
drew and Iniki, and now the current 
floods in the Midwest underscores the 
seriousness and vulnerability of home- 
owners to natural disasters.
  According to experts, natural disas- 
ters are becoming more frequent and 
more costly. New studies project that a 
class 5 hurricane striking Miami would' 
cost $53 billion, while a catastrophic 
earthquake striking the New Madrid 
zone of the Mississippi River Valley 
could cause insured damage of up to $60 
billion. Insured losses could have 
reached 530 billion had Hurricane Iniki 
struck the island of Oahu.

The magnitude of such losses far ex- 
ceed the resources of any insurance 
company or State and local govern-  
ment. Insured losses alone from Hurri- 
canes Andrew and Iniki exceeded $18.2 
billion. Many insurance companies 
continue to reassess their risks and ex- 
posure to loss thus affecting the avail- 
ability of insurance.

As a result of Hurricane Iniki, ap- 
proximately 30 percent of Hawaii's 
homeowners insurance market is im- 
paired. While many Hawaii residents 
have found alternative sources of in- 
surance, coverage is expensive and lim- 
ited. There are only two sources of in- 
surance available in Hawaii, and appli- 
cations are not taken freely. The an- 
nual homeowner’s insurance premiums 
collected in the State are simply insuf- 
ficient to cover losses from future cat- 
astrophic disasters. Consequently, the 
Hawaii State Legislature recently es- 
tablished a hurricane pool sufficient 
enough to cover losses of up to $1.6 bil- 
lion. However, this pool is insufficient 
should losses from a future cata- 
strophic disaster exceed $1.6 billion.

Presently, in the absence of an ade- 
quate system for insuring against cata- 
strophic losses disaster victims must 
rely upon various forms of' Federal 
Government disaster assistance. Unfor- 
tunately, there are several widely rec- 
ognized problems plaguing disaster as- 
sistance programs. For example, they 
are costly to the Federal Government 
and taxpayers, and they do not provide 
adequate assistance to all victims.

While future disasters are unavoid- 
able, preventive measures can be taken 
to reduce the loss of life, property, and 
the economic consequences of a cata- 
strophic disaster. The Natural Disaster 
Protection Act of 1993 establishes three 
interrelated programs that will not re- 
quire any taxpayer subsidies and will 
reduce the Nation’s reliance on feder- 
ally funded disaster assistance. First, 
the act establishes a mitigation pro- 
gram with a strong emphasis on build- 
ing code enforcement and enhanced 
emergency planning. Funding for these 

purposes are provided entirely by pri- 
vate sector revenues. Second, the act 
establishes a primary insurance pro- 
gram which provides affordable com- 
prehensive disaster protection for 
homes. Third, the act establishes a na-  
tional reinsurance program - which 
would provide a source of insurance 
which insurers could purchase to better 
manage the risk from highly infre- : 
quent, but extremely costly disasters. 
The reinsurance program would be fi- 
nanced by the insurance industry, and 
would help to prevent a homeowner’s 
insurance availability crisis currently 
experienced in Hawaii, Florida, and 
other coastal States.

The act addresses flood-related disas- 
ters in four ways-. First, the bill sup- 
ports the improvement of mitigation 
and disaster preparedness efforts in dis- 
aster prone regions. Second, the legis- 
lation provides a new source of funding 
for these activities. Third, the bill ad- 
dresses the inadequate participation of 
those at-risk of flooding in the Na- 
tional Flood Insurance Program by 
augmenting responsibility for enforce- 
ment with greater involvement by the 
insurance industry. Fourth, the bill di- 
rects the Federal Emergency Manage- 
ment Agency [FEMA] to study the pos- 
sible integration of the Flood Insur- 
ance Program into the two new pro- 
grams established under this legisla- 
tion and provide its recommendations 
to Congress within 6 months.

The following summarizes the provi- 
sions of the National Disaster Protec- 
tion Act of 1993.

MITIGATION PROGRAM
The mitigation program provides in- 

centives to State and local govern- 
ments to enhance their disaster plan- 
ning and mitigation efforts in coordi- 
nation with the FEMA. States would 
be eligible for grants from a Federal 
Disaster Mitigation Fund, which would 
be financed by a 5-10 percent set-aside 
of funds collected under the primary 
insurance and national reinsurance 
programs of the bill. To be eligible for 
such grants, States would be required 
to adopt stronger building and safety 
codes designed to make new construc- 
tion. less vulnerable to hurricanes, 
earthquakes, and other natural perils. 
In addition, States will be required to 
submit a comprehensive disaster plan 
to FEMA that includes detailed steps 
for identifying at-risk structures and 
methods to improve building code en- 
forcement, emergency response, and 
overall disaster preparedness. Further, 
States must comply with the building 
codes and implement new mitigation 
plans within 5 years. States 'not in 
compliance would be ineligible for 
these funds and could be denied access 
to certain types of Federal disaster re- 
lief.

The legislation establishes an advi- 
sory committee to assist FEMA in its 
efforts to encourage improved disaster 
training, research, technology transfer, 
and education.
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PRIMARY INSURANCE PROGRAM

The Natural Disaster Protection Act 
provides a more comprehensive home- 
owners’ policy that includes standard 
coverage for earthquakes, volcanic 
eruptions, and other perils not cur- 
rently included in basic coverage. 
Rates for this coverage would be 
risked-based so that homeowners in 
areas prone to such hazards would not 
be subsidized by residents from low- 
risk areas. In addition, homeowners 
would still have a choice of 
deductibles, type of coverage, and addi- 
tional endorsements. The premiums 
and deductibles for these expanded 
lines of coverage would be set by 
FEMA. Insurance companies would col- 
lect the premiums and remit them to a 
Federal trust fund which would be used . 
to pay claims.

REINSURANCE PROGRAM
The Natural Disaster Protection Act 

addresses the homeowners'’ Insurance 
availability problems which have oc- 
curred in the wake of recent disasters 
and helps to avoid even greater avail- 
ability problems to the aftermath -of a 
future catastrophe. It also reduces the 
potential for Insurance company insol- 
vencies from exceptionally large disas- 
ters.

This would be accomplished through 
the creation -of -a new Federal disaster 
reinsurance fund- that would be fi- 
nanced by the insurance industry. The 
reinsurance fund would provide a 
source of insurance which insurers 
could purchase to better manage the 
risk from highly infrequent, but ex- 
tremely costly disasters.

Premiums for the reinsurance pro- 
gram would be set by FEMA, with com- 
panies making payments into a na- 
tional reinsurance fund. Over time, the 
fund will accumulate considerable re- 
serves to be used when a large disaster 
strikes. If such an event occurs before 
a sufficient reserve has accumulated, 
the Treasury would be authorized to 
borrow additional funds to cover the 
shortfall and then charge - insurers, 
with interest, to rebuild the fund.

Participating insurers would -only be 
eligible to make claims against the 
fund if a natural disaster, or series of 
disasters occurring in a 12-month pe- 
riod, exceeds 15 percent of the indus- 
try’s surplus, currently estimated at
524.5 billion. If, for example, a cata- 
strophic earthquake causes $28 billion 
in insured losses, insurance companies 
would pay the first $24.5 billion and 
could only make reinsurance claims for
53.5 billion. Individual companies could 
also make claims if they experience a 
20-percent reduction in their surplus as 
a result of a single disaster.

States would be -eligible to partici- 
pate in the reinsurance program if they 
create insurance pools or other State- 
sponsored programs to provide-insur- 
ance for homeowners who are unable to 
secure coverage on their own.

Mr. President, I ask unanimous con- 
sent that a section-by-section analysis 
of the legislation be printed in the 
Record.

There being on abjection, the mate- 
rial was ordered to be printed in the 
Record, as follows.
SECTION-BY--SECTION ANALYSIS OF THE NATU- 
- al Disaster Protection Act of 1993—S.

1350
This legislation amends the Earthquake 

Hazards Reduction Act of 1977 to provide for 
an expanded federal program -of hazard miti- 
gation and insurance against the risk of cat- 
astrophic natural disasters, such as hurri- 
canes, earthquakes, and volcanic eruptions.

Section 1. Title. This section entitles the 
bill the "Natural Disaster Protection Act of 
1993".

Section 2. Findings. This section adds 11 
new congressional findings to the Earth- 
quake Hazard Reduction Act (EHRA) that 
outline the policy rationale for this bill. The 
findings, for instance, state that: the major 
natural disasters hurricanes, earth-
quaies and volcanic eruptions) will inflict 
substantial long-term consequences on the 
country; hazard reduction measures, such as 
building codes, are not in place and not ade- 
quately enforced; improved first responder 
and emergency management capabilities will 
lessen the impact of future disasters; and 
millions of Americans do not have adequate 

 natural disaster insurance coverage.
Sectinn 3. Purpose. This section adds 10

new purposes to the EHRA that explain the 
objectives of the legislation. The purposes, 
for instance, include: building safer struct-
tures: enhancing emergency management 
and first response capability; creating a self- 
sustaining funding mechanism to help states 
pay for hazard mitigation programs: provid- 
ing adequate insurance coverage for natural 
disaster perils; involving the insurance in- 
dustry to speed recovery following a cata- 
strophic disaster; reducing reliance on gov- 
ernment disaster assistance.
 Section 4. Definitions. This section adds 29 
new definitions to the EHRA that define im- 
portant terms used in this bill.

Section 5. Conforming Amendments. This 
section makes several conforming changes to 
the EHRA, primarily renumbering section 
numbers.

Section 6. Multihazard Mitigation Pro- 
gram. This section adds a new title II to the 
EHRA that creates a comprehensive 
multihazard mitigation program.

Section 201. Identification and Designation 
of Disaster-Prone States. This new EHRA 
section requires the FEMA Director within 1 
year of enactment to Identify states (defined 
to include territories) that are prone to dam- 
ages from hurricanes, windstorms (e.g., tor- 
nadoes), earthquakes, volcanic eruptions, 
and flooding. Six months after being notified 
as a state prone to one or more of these dis- 
aster perils, the disaster-prone designations 
become final. Any state disagreeing -with its 
disaster-prone designation has a right to ap- 
peal to a local federal district court.

Section 202. Building and Safety Stand- 
ards. This section requires each hurricane- 
prone. windstorm-prone, or earthquake- 
prone state to either adopt one of the three 
recognized model building codes (and the na- 
tional consensus fire safety codes.) or certify 
that the local communities within the state 
have adopted and are enforcing these codes 
for all new construction or additions which 
increase the value of the structure fry at 
least 50 percent. Likewise, each flood-prone 
state must either adopt the relevant flood 
minimum performance standards under the 
National Flood Insurance Act or certify that 
the flood-prone local communities within 
the state have adopted and are enforcing 
these standards for new construction or addi- 
tions which increase the value of the struc- 
ture by at least 50 percent.

S10363
Section 203. State Mitigation Plans. This 

section requires each disaster-prone state to 
develop and submit to FEMA within two 
years a mitigation plan or designate an ex- 
isting mitigation plan. The mitigation plan 
must include processes for: verifying compli- 
ance with building and safety codes as well 
as any federal multihazard mitigation stand- 
ards: identifying areas within states, types - 
of structures, and hazard mitigation meas- 
ures that should be prioritized: improving - 
the emergency response to natural disasters, 
including better training for first responders; 
and expediting the rebuilding of lifelines and 
recovery by individuals and businesses. - -- .:

Section 204.. Compliance by States. Tilts 
section gives disastar-prone states five years 
following enactment to substantially comply 
with the building standards and state miti-. 
gation plan requirements outlined above. 
The compliance mechanism would be self- 
certification subject to review by FEMA 
which would renew compliance certifications- 
every two years. The following penalties 
would be imposed on states falling to certify 
compliance: loss of funds from the self-sus- 
taining mitigation fund (discussed in section 
2061; higher premiums and deductibles for the 
federal multihazard insurance coverage (dis- 
cussed below); and loss of assistance for any 
new federal building or new federally-leased.
 assisted. Dr regulated building. In addition, 
local communities which fail, within five 
years of enactment, to comply with the 
building standards outlined above would also 
be denied Stafford Act public disaster assist- 
ance funds.

Section 205. Federal Hazard Mitigation Au- 
thorities. This section requires FEMA to de- 
velop programs that carry out multihazard 
and emergency management initiatives such 
as: model building code development; train- 
ing and licensing of code inspectors and 
other relevant professionals: expanded re- 
search of safer building technologies and 
technology transfer; additional postdlsaster 
aid: and public education. This section also 
requires all new buildings owned or leased by 
any federal agency or receiving federal as- 
ststance to meet the newest -edition of the 
relevant building-code requirements.

Sectton 206. Self-Sustaining Mitigation 
Fund. This section requires a percentage of 
the premiums collected from, both the pri- 
mary and reinsurance programs described 
below to be deposited into a self-sustaining 
mitigation fund. The FEMA Director would 
set the actual percentage which must be be- 
tween five and ten percent, unless the 
amounts tn the two insurance funds are suf- 
ficient to cover losses tor any probable maxi- 
mum natural disaster. The mitigation funds 

"would be allocated to disaster-prone states 
based on the primary program insurance pre- 
miums collected in that state. States could 
use the funds as they see fit. provided they 
are used for hazard mitigation activities 
(subject to FEMA audits) and a portion of 
the money flows through -the affected local 
communities. Finally, FEMA could allocate 
a portion of the mitigation fund to support 
the federal hazard mitigation initiatives de- 
scribed above.

Section 207. Natural Disaster Mitigation 
and Planning Advisory Committee. This sec- 
tion establishes a 20-member independent ad- 
visory committee to advise FEMA on hazard 
mitigation and disaster planning, particu- 
larly the programs authorized by this legis- 
lation. The FEMA Director would appoint 
the members who would represent various 
interests, including: fire fighters and chiefs; 
emergency medical, search, rescue, and law 
enforcement personnel; state and local emer- 
gency managers and building code officials: 
architects, builders, and engineers; members 
of organized labor; wind and seismic mitiga- 
tion experts: consumers; and insurers.
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Section 7. FEDERAL INSURANCE PRO- 

GRAMS. This section adds a new title III to 
the EHRA that creates two federal insurance 
Programs.
SUBTITLE A CREATES THE PRIMARY INSURANCE 

INSURANCE PROGRAM
Section 301. Basic Authority and Program 

Operations. This section directs FEMA to es-
  tablish a national multihazard insurance 
program to provide insurance against 
"shake" losses resulting from earthquakes 
and related seismic perils. FEMA would also 
conduct a study to determine whether the 
existing federal Hood insurance program 
should be integrated into the multihazard in- 
surance program and report any rec­
ommendations to Congress within one year. 
Insurance agents and companies participat- 
ing in the federal flood insurance program 
would also be required to notify FEMA of 
policyholders living in flood plains and re- 
quired to have flood insurance who refuse to 
purchase the coverage. FEMA would then 
have six months to take necessary and ap- 
propriate steps to ensure these non-compli- 
ant policyholders purchase the coverage. The 
FEMA Director, moreover, would submit a 
report to Congress within six months of any 
additional sanctions needed to improve par- 
ticipation in the federal insurance program.

Section 302. Program Scope. This section 
makes the multihazard coverage available 
only for residential properties (defined as 
one-to-four family structures and personal 
properly, of those living i\n apartments and 
condominiums). Upon a finding that insur- 
ance coverage is unavailable in the private 
sector, the FEMA Director may recommend 
to Congress that additional types of prop- 
erties qualify for the multihazard coverage.

Section 303. Terms and Limitations of in- 
surance Coverage. This section authorizes 
FEMA to establish the terms and conditions 
of insurability, including: the type, location, 
and specific insurability definitions of resi- 
dential properties; damages covered by the 
insurance: and premiums rates, loss-deduct- 
ible, coverage limits, and minimum coverage 
amounts. The insurance would cover losses 
(including debris removal, additional living 
expenses and ordinance and law coverage) 
proximately caused by: earthquakes, except 
for fires caused by earthquakes (which are 
already covered in homeowners' policies); 
volcanic eruptions, including fires caused by 
volcanic lava flows; and tsunamis. Any pri- 
vate insurer can participate in this program 
by providing to all of its homeowner policy- 
holders living in earthquake and volcanic 
eruption-prone states either the federal cov- 
erage or the identical coverage on its own 
paper at the same rate. Finally, private in- 
surers electing not to participate in this pro- 
gram must notify all of the homeowner pol- 
icyholders in at-risk states of their 
nonparticipation and of the absence of insur- 
ance protection for earthquakes and related 
seismic perils. ..

Section 304. Actuarially Sound Rates. This 
section requires FEMA to establish risk- 
based rates for the multihazard coverage by 
considering the following factors: the sever- 
ity and frequency of earthquakes, volcanic 
eruptions, and tsunamis in specified rating 
zones; the value, age, construction type, and 
architectural type of the residential struc- 
tures; and whether hazard mitigation meas- 
ures have been followed in the constitution 
or subsequent retrofitting of the residential 
structures. The rates must be actuarial so 
that, over an extended period of time, ex- 
pected losses do not exceed premiums col- 
lected. The rates established, moreover, 
must minimize cross-subsidization by rea- 
sonably reflecting the risk of losses for each 
subclassification of policyholder. The rate 
classification system developed by FEMA 

must also be cost-effective, simple, and easy 
to understand by agents and policyholders. 
Finally, any premiums collected cannot be 
used to establish highly specific micro- 
zonation maps for the covered seismic perils. 

■ Section 305. Primary Insurance Program 
Fund. This section creates within the U.S. 
Treasury the primary insurance program 
fund which would be exempt from all tax (ex- 

  cept for state insurance premium taxes).
Participating insurers would remit to this 
fund on a quarterly basis all the premiums 
they collect (including any interest earned) 
from their homeowner policyholders who 
purchase the multihazard coverage. Follow- 
ing an earthquake, volcanic eruption, or tsu- 
nami. insurers would pay the damage claims 
 filed by their homeowners. The insurers 
would then be reimbursed within 30 days 
from amounts in the primary insurance pro- 
gram fund for the claims paid plus any loss 
adjustment expenses. The fund would also 
pay for the agents' commissions in selling 
and serving the coverage and for all of the 
program's administrative and operating ex- 
penses. The full faith and credit of the Unit- 
ed States would be pledged for full payment 
of claims.

Section 306. Borrowing from Treasury. 
This section authorizes FEMA subject to 
the availability of congressional appropria- 
tions. to borrow from the Treasury to cover 
any shortfalls that may result in paying the 
multihazard coverage claims and expenses. 
Amounts borrowed would be deposited in the 
primary insurance program fund and must be 
repaid with interest, from future premiums 
collected.

Section 307. Insurance Mitigation Incen- 
tives. This section requires FEMA to provide 
the following insurance mitigation incen- 
tlves: lower premiums or deductibles for res- 
idential structures in earthquake-prone 
states which meet seismic building standards 
or pass a seismic safety inspection; and 
lower premiums or deductibles for new resi- 
dential structures not constructed in 
highrisk volcanic zones.

SUBTITLE B CREATES THE REINSURANCE •
 "PROGRAM 

Section 311. Basic Authority and Program 
Operation. This section directs FEMA to 
make excess reinsurance coverage available 
to the following entitles for losses arising 
from catastrophic hurricanes, earthquakes, 
volcanic eruptions, and tsunamis: private in- 
surers participating in the primary insur- 
ance program described above; private rein- 
surers that reinsure private insurers partici- 
pating in the primary program; and state in- 
surance programs such as workers’ com- 
pensation funds and state residual insurance 
pooling programs.

Section 312. Levels of Retained Losses. 
This section establishes the amount of in- 
sured losses that must.be borne by eligible 
entitles before they can qualify or receive re- 
insurance claims.

Industry-wide Retained Losses. Reinsur- 
ance would be available to companies if the 
property-casualty industry as a whole is 
likely to incur gross losses (i.e.. losses prior 
to deducting any anticipated private reinsur- 
ance payments) from catastrophic natural 
disasters occurring during any 12 month pe- 
riod that exceed 15 percent of the industry’s 
consolidated surplus, except that only sepa- 
rate events which cause at least $1.5 billion 
in losses (adjusted for inflation) would be 
counted. Once the industry has sustained 
this magnitude of loss (currently estimated 
to be about 325 billion), reinsurance would 
pay 95 percent of a company's losses which 
exceed 15 percent of that particular compa- 
ny’s consolidated surplus.

Individual Company Retained Losses. If 
the industry-wide retained losses level is not 

reached, individual companies could receive 
reinsurance if a single natural disaster re- 
sulted in losses that exceed 20 percent of 
that company's consolidated surplus. At this 
point, reinsurance would pay 95 percent of 
the company's losses which exceed 20 per. 
cent of the company's consolidated surplus 
 up to a limit of 200 percent of the company's 
surplus.

State Insurance Programs, Reinsurance 
would be available to eligible state insurance 
programs if the Insurance industry is likely 
to incur gross losses in that state arising 
from natural disasters occurring during any 
12 month period that exceed the lesser of 10 
times the premiums earned Ln that state or 
310 billion (adjusted for inflation). This less- 
er amount, however, must equal at least $500 
million (adjusted for inflation). Once this 
level of losses has been reached, reinsurance 
would pay to state insurance programs 95 
percent of the losses which exceed the lesser 
amount described above.

The federal reinsurance claims paid to 
these eligible entitles would be reduced by 
any . reinsurance recovered from private 
sources. The full faith and credit of the Unit- 
ed States would be pledged for full payment 
of reinsurance claims.

Section 313. Lines of Insurance. This sec- 
tion directs FEMA to provide excess reinsur- 
ance coverage for 16 lines of insurance, in- 
cluding fire, multiple peril, workers’ com- 
pensation, and general liability. Other lines 
of coverage could be added by the Director of 
FEMA in consultation with the insurance 
advisory committee described in section 322.

Section 314. Actuarially Sound Rates. This 
section requires FEMA to establish risk- 
based rates for the excess reinsurance cov- 
erage so that, over an extended period of 
time, expected losses do not exceed pre- 
miums collected. The rates must also mini- 
mize the degree of cross-subsidization among 
classes of reinsured and the following racing 
factors must be considered: the premium 
rate volume of reinsureds and the total ex- 
pected reinsurance payments by line of in- 
surance; the adequacy of private reinsurance 
purchased: the payback of losses sustained 
by the reinsurance fund; and the reinsured’s 
ratio of premiums written to consolidated 
surplus. Any rate classification system es- 
tablished by FEMA cannot impose dispropor- 
tionate administrative costs.

Section 315. Reinsurance. Fund. This sec- 
tion creates within the U.S. Treasury the re- 
insurance fund which would be exempt from 
all tax. Companies and state insurance pro- 
grams participating Ln the reinsurance pro- 
gram would pay to this fund quarterly pre- 
miums where they would accumulate and be 
available to pay reinsurance claims.

Section 316. Borrowing from Treasury. 
This section authorizes FEMA, subject to 
the availability of congressional appropria- 
tions, to borrow from the Treasury to cover 

 any shortfalls that may result in paying the 
 excess reinsurance claims and expenses. 
Amounts borrowed would be deposited in the 
reinsurance fund and must be repaid with 
interest from future premiums collected 
from companies.

   SUBTITLE C DESCRIBES THE ADMINISTRATION 
FOR THE INSURANCE PROGRAMS

Section 321. Plan of Operation. Thl3 sec- 
tion requires the FEMA Director to develop 
a plan of operation for the administration of 
the two federal insurance programs. Within 

. one year of enactment, the Director would 
submit the draft plan of operation to the in- 
surance advisory committee (described in 
the next section) for review and comment. 
The Director must consider all recommenda- 
tions of the advisory committee and must 
publish in the Federal Register, with an ac- 
companying explanation, any instances in
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which the Director fails to adopt an advisory 
committee recommendation. The final plan 
of operation would be issued as federal regu- 
lations within 18 months of enactment. Any 
lawsuits filed against the Director In connec- 
tion with the insurance programs must be 
brought in the relevant federal district court 
(which would be the D.C. federal district 
court for actions brought by insurers). 

 Section 322. Federal Insurance and Rein- 
surance Advisory Committee. This section 
establishes a seven-member independent ad- 
visory committee to advise FEMA on the op- 
erations of the two insurance programs. The 
members would be appointed by the FEMA 
Director and must include: a state emer- 
gency planner; a state insurance commis- 
sioner, a professional actuary; and represent- 
atives of consumers, insurers, reinsurers, and 
insurance agents.

Mr. DODD. Mr. President, I am 
pleased to cosponsor the Natural Disas- 
ter Protection Act of 1993 with my dis- 
tinguished colleague, Senator Inouye.

The reactive nature of the current 
system of disaster relief is a major 
problem. A hurricane or earthquake 
strikes, and the Federal Government 
scrambles to find the money to repair 
the damage. This usually requires the 
Federal Government to borrow more 
money and increase the deficit.

The Natural Disaster Protection Act 
would change that approach. It would 
help communities plan for disasters 
and provide an insurance fund that 
would cover damages. With this reform 
in place, the disaster relief costs paid 
by taxpayers would decrease. Addition- 
ally, the bill would assure the contin- 
ued availability of homeowner's insur- 
ance both before and after a major dis- 
aster.

In recent years, the Nation has been 
hit with a series of devastating and ex- 
pensive natural disasters. The rampag- 
ing waters flooding the Midwest are 
the most recent tragedy. Dozens of 
lives have been lost, millions of acres 
of crops have been destroyed, and 
countless businesses have been forced 
to close. The most recent estimates put 
losses at $10 billion.

Last year, Hurricane Andrew swept 
through Florida leaving a path of de- 
struction in its wake. The final costs 
from that storm are still not known, 
but they may exceed $17 billion. Simi- 
larly, Hurricane Iniki left 8,000 people 
homeless and caused more than $1.5 bil- 
lion in damages. Although it was not 
as severe as the tropical storms, my 
home State of Connecticut also experi- 
enced a natural disaster last winter 
when a northeaster smashed into the 
coast.

These disasters will cost the Amer- 
ican taxpayers an enormous amount of 
money. This year, President Clinton 
has requested $4.3 billion to help the 
victims of the flooding in the Midwest. 
That is on top of the $156 million paid  
earlier this year to help victims of 
flooding In California. In 1992, tax- 
payers paid $2.1 billion to assist the 
victims of Hurricane Andrew and $362 
million to repair the damage caused by 
Hurricane Iniki. All told, Federal Gov- 
ernment outlays for disaster relief ex- 
ceeded $75 per taxpayer for the year.

Although the last 2 years have been 
particularly difficult, we also paid $702 
million for costs associated with the 
Loma Prieta Earthquake in California. 
and $1.5 billion for Hurricane Hugo in 
1989.

Of course, private insurers pay for 
most of the costs associated with natu- 
ral disasters. Insured losses from Hur- 
ricanes Andrew and Iniki exceeded $18 
billion. These enormous losses have 
hurt the industry and homeowners. 
Eight insurers, responsible for 15,000 
homeowners’ policies, failed led as a result 
of Hurricane Andrew. Forty percent of 
homeowners in Hawaii are either cur- 
rently without homeowner’s insurance, 
or will not have their policies renewed 
as a result of insurance company insol- 
vencies. Furthermore, many Americans 
do not have adequate coverage for nat- 
ural disasters.

The high cost paid by taxpayers, and 
the difficulties faced by private insur- 
ers, suggests that there should be a 
better way to deal with disaster relief. 
The Natural Disaster Protection Act 
offers a new approach that would re- 
duce the Nation's reliance on federally- 
funded disaster assistance.

Under this legislation, the Federal 
Emergency Management [FEMA] 
would work with State and local gov- 
ernments and private insurers to im- 
prove the Federal disaster relief sys- 
tem. The bill has three main compo- 
nents. First, a hazard mitigation pro- 
gram that would require States in dis- 
aster-prone areas to develop a plan for 
dealing with natural disasters and. cer- 
tify that building and safety codes are 
being complied with; second, a national 
insurance program that would provide 
comprehensive disaster protection for 
homes; and third, a reinsurance pro- 
gram. financed by the insurance indus- 
try, to help prevent an insurance avail- 
ability crisis.

The National Insurance Program is a 
key part of the bill. FEMA would begin 
the process by designating disaster- 
prone States. Working with a commit- 
tee whose members would represent 
the interests of consumers. State emer- 
gency planners, and insurers; FEMA 
would also establish the terms and lim- 
itations of the insurance coverage. 
Most important, the premiums would 
be actuarially based so that the cost 
reflects the risk faced by individual 
homeowners. Insurance companies 
would collect the premiums and toward 
them to a Federal insurance fund 
which would be used to pay claims.

With this fund in place, the Nation 
would have a cushion to soften the 
costs associated with natural disasters. 
This should reduce the amount of di- 
rect Federal expenditures after a disas- 
ter. Additionally, the government 
could invest part of the fund to help 
build up the reserve.

Up to 10 percent of the fund would 
also be used for grants to help State 
mitigation efforts. To qualify for the 
grants, States would have to: First, 
submit a comprehensive disaster plan 
to FEMA which would identify ways to 

improve 'building code enforcement, 
emergency response, and overall disas- 
ter preparedness; and second, certify 
that local communities are complying 
with federally approved building codes. , 

Finally, the bill would establish a  
Federal reinsurance fund. Premiums 
would be set by FEMA, and paid by in- 
surance companies. Essentially, the re- 
insurance fund would provide insurance 
for insurers, so that they could better 
manage the risk from extremely costly 
disasters. This will help reduce the po- 
tential for insurance company insol- 
vencies after major disasters.

With the Natural Disaster Protection 
Act in place, the Nation will be better 
equipped to deal with natural disasters. 
As a result of mitigation efforts, and 
the establishment of Federal insurance 
funds, the costs paid by taxpayers' 
would be substantially reduced. The de- 
velopment of the reinsurance program 
would also protect against insurance 
companies going out of business and 
leaving homeowners stranded. Not sur- 
prisingly. a wide range of organizations 
have voiced their support for this bill 
including the National Emergency 
Management Association, the Amer- 
ican Insurance Association, the Na- 
tional Consumers League, the National 
Association of Realtors, the Inter- 
national Association of Fire Fighters 
[AFL-CIO], the United Homeowners of 
America, and the National Council of 
Senior Citizens.

Of course, some modifications to this 
bill may be necessary as the legislative 
process moves forward. One issue that I 
am concerned about is the way in 
which the new disaster insurance fund 
is coordinated with other Federal in- 
surance programs, including the Na- 
tional Flood Insurance Program. But 
this legislation serves as a starting 
point, and I look forward to working 
with my colleagues to reform our sys- 
tem of Federal disaster relief.

Mr. AKAKA. Mr, President, today I 
join Senators Inouye, Stevens, Dodd, 
Murkowksi, Simon, and Gorton in in- 
troducing legislation to lessen the eco- 
nomic consequences of a catastrophic 
disaster. Our bill provides a workable 
solution to reducing the loss of life and 
property and lessens the need for mas- 
sive Federal disaster assistance.

Last September, the garden island of 
Kauai took a direct hit from Hurricane 
Iniki. with slamming winds of up to 165 
miles per hour. Damage to the island 
totaled over $1.4 billion. It is important 
to remember that Hurricane Iniki oc- 
curred shortly after the Nation’s most 
costly natural disaster, Hurricane An- 
drew, and preceded the great flood of 
1993 by less than a year.

To those Americans displaced both 
physically and emotionally from their 
homes and livelihoods by natural disas- 
ters, the Federal Government offers a 
variety -of -emergency disaster services. 
For many disaster victims, the shock 
of losing one’s home or business is 
compounded by the realization that the 
Federal Government can only do so 
much. Moreover, many affected by



Section-by-Section Analysis of the 
Natural Disaster Protection Act of 1993
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July 1883

This legislation amends the Earthquake Hazards Reduction Act of 1977 to 
provide for an expanded federal program of hazard mitigation and insurance against 
the risk of catastrophic natural disasters, such as hurricanes, earthquakes, and 
volcanic eruptions.

Section 1. TITLE. This section entitles the bill the "Natural Disaster Protection 
Act Of 1993",

Section 2. FINDINGS. This section adds 11 new congressional findings to the 
Earthquake Hazard Reduction Act (EHRA) that outline the policy rationale for this bill. 
The findings, for Instance, state that: the major natural disasters (e.g., hurricanes, 
earthquakes and volcanic eruptions) will Inflict substantial long-term consequences on 
the country; hazard reduction measures, such as building codes, are not In place and 
not adequately enforced; Improved first responder and emergency management 
capabilities will lesson the Impact of future disasters; and millions of Americans do not 
have adequate natural disaster Insurance coverage.

Section 3. PURPOSE. This section adds 10 new purposes to the EHRA that 
explain the objectives of the legislation. The purposes, for instance, include: building 
safer structures; enhancing emergency management and first response capability; 
creating a self-sustaining funding mechanism to help states pay for hazard mitigation 
programs; providing adequate insurance coverage for natural disaster perils; involving 
the insurance industry to speed recovery following a catastrophic disaster; reducing 
reliance on government disaster assistance.

Section 4. DEFINITIONS. This section adds 29 new definitions to the EHRA 
that define Important terms used In this bill.

Section 5. CONFORMING AMENDMENTS. This section makes several 
conforming changes to the EHRA, primarily enumbering section numbers.
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Sectlon 6. MULTIHAZARD MITIGATION PROGRAM. This section adds a 
new title II to the EHRA that creates a comprehensive multihazard mitigation program.

Section 201. Identification and Dealgnation of Disaster-Prone 
states. This new EHRA section requires the FEMA Director within 1 year of 
enactment to identify states (defined to Include territories) that are prone to 
damages from hurricanes, windstorms (e.g., tornados), earthquakes, volcanic 
eruptions, and flooding. Six months after been notified as a state prone to one 
or more of these disaster perils, the disaster-prone designations become final. 
Any state disagreeing with Its disaster-prone designation has a right to appeal 
to a local federal district court

Section 202. Building and Safety Standards. This section requires 
each hurricane-prone, windstorm-prone, or earthquake-prone state to either 
adopt one of the three recognized model building codes (and the national 
consensus fire safety codes) or certify that the local communities within the 
state have adopted and are enforcing these codes for all new construction or 
additions which increase the value of the structure by at least 50 percent 
Likewise, each flood-prone state must either adopt the relevant flood minimum 
performance standards under the National Flood Insurance Act or certify that 
the flood-prone local communities within the state have adopted and are 
enforcing these standards for new construction or additions which increase the 
value of the structure by at least 50 percent

Section 203. State Mitigation Plane. This section requires each 
disaster-prone state to develop and submit to FEMA within two years a 
mitigation plan or designate an existing mitigation plan. The mitigation plan 
must Include processes for: verifying compliance with building and safety 
codes as well as any federal multihazard mitigation standards; identifying areas 
within states, types of structures, and hazard mitigation measures that should 
be prioritized; Improving the emergency response to natural disasters, including 
better training far first responders; and expediting the rebuilding of lifelines and 
recovery by individuals and businesses.

Section 204. Compliance by States. This section gives disaster-prone 
states five years fallowing enactment to substantially comply with the building 
standards and state mitigation plan requirements outlined above. The 
compliance mechanism would be self-certification subject to review by FEMA 
which would renew compliance certifications every two years. The following 
penalties would be imposed on states failing to certify compliance: loss of 
funds from the self-sustaining mitigation fund (discussed in section 206); higher 
premiums and deductibles for the federal multihazard Insurance coverage 
(discussed below); and loss of assistance for any new federal building or new
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federally-leased, assisted, or regulated building. In addition, local communities 
which fell, within five years of enactment, to comply with the building standards 
outlined above would also be denied Stafford Act public disaster assistance 
funds.

Section 205. Federal Hazard Mitigation Authorities This section 
requires FEMA to develop programs that carry out multihazard and emergency 
management initiatives such as: model building code development; training 
and licensing of code inspectors and other relevant professionals; expanded 
research of safer building technologies and technology transfer; additional post- 
disaster aid; and public education. This section also requires all new buildings 
owned or leased by any federal agency or receiving federal assistance to meet 
the newest edition of the relevant building code requirements.

Section 206. Self-Sustaining Mitigation Fund. This section requires a 
percentage of the premiums collected from both the primary and reinsurance 
programs described below to be deposited into a self-sustaining mitigation fund. 
The FEMA Director would set the actual percentage which must be between five 
and ten percent, unless the amounts In the two Insuranca funds are sufficient to 
cover losses for any probable maximum natural disaster. The mitigation funds 
would be allocated to disaster-prone states based on the primary program 
Insurance premiums collected in that state. States could use the funds as they 
see fit, provided they are used for hazard mitigation activities (subject to FEMA 
audits) and a portion of the money flows through the affected local 
communities. Anally, FEMA could allocate a portion of the mitigation fund to 
support the federal hazard mitigation initiatives described above.

Section 207. Natural Disaster Mitigation and Planning Advisory 
Committee. This section establishes a 20-member independent advisory 
committee to advise FEMA on hazard mitigation and disaster planning, 
particularly the programs authorized by this legislation. The FEMA Director 
would appoint the members who would represent various Interests, including: 
fire fighters and chiefs; emergency medical, search, rescue, and law 
enforcement personnel; state and local emergency managers and building code 
officials; architects, builders, and engineers; members of organized labor; wind 
and seismic mitigation experts; consumers; and Insurers.

Section 7. FEDERAL INSURANCE PROGRAMS. This section adds a new 
title III to the EHRA that creates two federal insurance programs.

SUBTITLE A CREATES THE PRIMARY INSURANCE PROGRAM.

Section 301. Basic Authority and Program Operations. This section 
directs FEMA to establish a national multihazard Insurance program to provide 
Insurance against "shake" losses resulting from earthquakes and related seismic 
perils, FEMA would also conduct a study to determine whether the existing
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federal flood insurance program should be Integrated Into the multihazard 
Insurance program and report any recommendations to Congress within one 
year. Insurance agents and companies participating in the federal flood 
insurance program would also be required to notify FEMA of policyholders living 
In flood plains and required to have flood insurance who refuse to purchase the 
coverage. FEMA would then have six months to take necessary and 
appropriate steps to ensure these non-compliant policyholders purchase the 
coverage. The FEMA Director, moreover, would submit a report to Congress 
within six months of any additional sanctions needed to improve participation In 
the federal Insurance program.

section 302. Program Scope. This section makes the multihazard 
coverage available only for residential properties (defined as one-to-four family 
structures and personal property of those living In apartments and 
condominiums). Upon a finding that Insurance coverage is unavailable in the 
private sector, the FEMA Director may recommend to Congress that additional 
types of properties qualify for the multihazard coverage.

Section 303. Terms and Limitations of insurance Coverage. This 
section authorizes FEMA to establish the terms and conditions of insurability, 
including: the type, location, and specific Insurability definitions of residential 
properties; damages covered by the Insurance; and premiums rates, 
loss-deductibles,coverage limits, and minimum coverage amounts. The insurance 
would cover losses (including debris removal, additional living expenses, and 
ordinance and law coverage) proximately caused by: earthquakes, except ter 
fires caused by earthquakes (which are already covered in homeowners' 
policies); volcanic eruptions, including fires caused by volcanic lava flows; and 
tsunamis. Any private Insurer can participate In this program by providing to all 
of its homeowner policyholders living In earthquake and volcanic eruption-prone 
states either the federal coverage or the Identical coverage on its own paper at 
the same rate. Finally, private insurers electing not to participate In this 
program must notify all of the homeowner policyholders in at-risk states of their 
nonparticipation and of the absence of insurance protection for earthquakes 
and related seismic perils.

Section 304. Actuarially Sound Rates. This section requires FEMA to 
establish risk-based rates ter the multihazard coverage by considering the 
following factors: me severity and frequency of earthquakes, volcanic 
eruptions, and tsunamis In specified rating zones; the value, age, construction 
type, and architectural type of the residential structures; and whether hazard 
mitigation measures have been followed In the construction or subsequent 
retrofitting of the residential structures. The rates must be actuarial so that, 
over an extended period of time, expected losses do not exceed premiums 
collected. The rates established, moreover, must minimize cross-subsidization
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by reasonably reflecting the risk of losses for each subclassification of 
policyholder. The rate classification system developed by FEMA must also ba 
cost-effective, simple, and easy to understand by agents and policyholders. 
Anally, any premiums collected cannot be used to establish highly specific 
micro-zonation maps for the covered seismic perils.

Section 305. Primary insurance Program Fund. This section creates 
within the U.S. Treasury the primary insurance program fund which would be 
exempt from all tax (expect for state insurance premium taxes). Participating 
insurers would remit to this fund on a quarterly basis all the premiums they 
collect (including any interest earned) from their homeowner policyholders who 
purchase the multihazard coverage. Following an earthquake, volcanic 
eruption, or tsunami, Insurers would pay the damage claims filed by their 
homeowners. The insurers would then be reimbursed within SO days from 
amounts in the primary insurance program fund for the claims paid plus any 
loss adjustment expenses. The fund would also pay for the agents' 
commissions in selling and serving the coverage and for all of the program's 
administrative and operating expanses. The full faith and credit of the United 
States would be pledged for full payment of claims.

Section 308. Borrowing from Treasury. This section authorizes 
FEMA, subject to the availability of congressional appropriations, to borrow from 
the Treasury to cover any shortfalls that may result in paying the multihazard 
coverage claims and expenses. Amounts borrowed would be deposited In the 
primary Insurance program fund and must be repaid, with Interest, from future 
premiums collected.

Section 307. Insurance Mitigation Incentives. This section requires 
FEMA to provide the following Insurance mitigation incentives: lower premiums 
or deductibles for residential structures in earthquake-prone states which meet 
seismic building standards or pass a seismic safety inspection; and lower 
premiums or deductibles for new residential structures not constructed in high- 
risk volcanic zones.

SUBTITLE B CREATES THE REINSURANCE PROGRAM.

Section 311. Basic Authority and Program Operation. This section 
directs FEMA to make excess reinsurance coverage available to the following 
entities for losses arising from catastrophic hurricanes, earthquakes, volcanic 
eruptions, and tsunamis: private insurers participating in the primary insurance 
program described above; private reinsurers that reinsure private Insurers 
participating in the primary program; and state Insurance programs such as 
workers' compensation funds and state residual insurance pooling programs.

Section 312. Levels of Retained Losses. This section establishes the 
amount of insured losses that must be borne by eligible entitles before they can 
qualify to receive reinsurance claims.
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Industry-wide Retained Losses. Reinsurance would be available to 
companies if the property-casualty industry as a whole is likely to incur 
Gross losses (i.e., losses prior to deducting any anticipated private 
reinsurance payments) from catastrophic natural disasters occurring 
during any 12 month period that exceed 15 percent of the industry's 
consolidated surplus, except that only separate events which cause at 
least $1.5 billion in losses (adjusted for inflation) would be counted. 
Once the industry has sustained this magnitude of loss (currently 
estimated to be about $25 billion), reinsurance would pay 95 percent of a 
company’s losses which exceed 15 percent of that particular company's 
consolidated surplus.

individual Company Retained Losses. If the industry-wide retained
      losses level is not reached, individual companies could receive 

reinsurance if a single natural disaster resulted in losses that exceed 20 
percent of that company's consolidated surplus. At this point, 
reinsurance would pay 95 percent of the company's losses which exceed 
20 percent of the company's consolidated surplus up to a limit of 200 
percent of the company's surplus.

State Insurance Programs. Reinsurance would be available to eligible 
state insurance programs if the Insurance industry is likely to incur gross 
losses in that state arising from natural disasters occurring during any 12 
month period that exceed the lesser of 10 times the premiums earned in 
that stats or $10 billion (adjusted for inflation). This lesser amount, 
however, must equal at least $500 million (adjusted for inflation). Once 
this level of losses has been reached, reinsurance would pay to state 
insurance programs 85 percent of the fosses which exceed the lesser 
amount described above.

The federal reinsurance claims paid to these eligible entities would be reduced 
by any reinsurance recovered from private sources. The full faith and credit of 
the United States would be pledged for full payment of reinsurance claims.

section 313. Lines of Insurance. This section directs FEMA to provide 
excess reinsurance coverage for 16 lines of insurance, Including fire, multiple 
peril, workers’ compensation, and general liability. Other lines of coverage 
could be added by the Director of FEMA In consultation with the insurance 
advisory committee described In section 322.

Section 314. Actuarially Sound Rates. This section requires FEMA to 
establish risk-based rates for the excess reinsurance coverage so that, over an 
extended period of time, expected losses do not exceed premiums collected. 
The rates must also minimize the degree of cross-subsidization among classes 
of reinsured and the following rating factors must be considered: the premium
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rate volume of reinsureds and the total expected reinsurance payments by line 
of insurance; ths adequacy of private reinsurance purchased; the payback of 
losses sustained by the reinsurance fund; and the reinsured’s ratio of premiums 
written to consolidated surplus. Any rate classification system established by 
FEMA cannot impose disproportionate administrative costs.

Section 315. Reinsurance Fund. This section creates within the U.S. 
Treasury the reinsurance fund which would be exempt from all tax. Companies 
and state insurance programs participating In the reinsurance program would 
pay to this fund quarterly premiums where they would accumulate and be 
available to pay reinsurance claims.

Section 316. Borrowing from Treasury. This section authorizes 
FEMA, subject to the availability of congressional appropriations, to borrow from 
the Treasury to cover any shortfalls that may result In paying the excess 
reinsurance claims and expenses. Amounts borrowed would be deposited in 
the reinsurance fund and must be repaid, with interest, from future premiums 
collected from companies.

SUBTITLE C DESCRIBES THE ADMINISTRATION FOR THE INSURANCE 
PBQGRAMS-

Section 321, Plan of Operation. This section requires the FEMA 
Director to develop a plan of operation for the administration of the two federal 
Insurance programs. Within one year of enactment, the Director would submit 
the draft plan of operation to the Insurance advisory committee (described in 
the next section) far review and comment The Director must consider all 
recommendations of the advisory committee and must publish in the Federal 
Register, with an accompanying explanation, any Instances in which the Director 
fails to adopt an advisory committee recommendation. The final plan of 
operation would be issued as federal regulations within 18 months of 
enactment. Any lawsuits filed against the Director in connection with the 
insurance programs must be brought in the relevant federal district court (which 
would be the D.C. federal district court for actions brought by insurers).

Section 322. Federal Insurance and Reinsurance Advisory 
Committee. This section establishes a seven-member Independent advisory 
committee to advise FEMA on the operations of the two insurance programs. 
The members would be appointed by the FEMA Director and must include: a 
state emergency planner; a state Insurance commissioner; a professional 
actuary; and representatives of consumers, insurers, reinsurers, and Insurance 
agents.

total P000
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EMBARGOED UNTIL 6!30 AM HAWAII STANDARD 
TIME

STATEMENT BY U.S. SENATOR DANIEL K. INOUYE 
REGARDING APROVAL OR HURRICANE INIKI 
DISASTER RELIEF FUNDS

FRIDAY, SEPTEMBER 18, 1992

Mr. President. I wish to thank those who have assisted 
in the expeditious response to the needs of the people of 
Hawaii arising from Hurricane Iniki which struck the 
Hawaiian Islands last Friday. Extraordinary efforts are 
being made to out through the "red tape" and minimize 
bureaucratic requirements in providing relief to citizens 
affected by Hurricane Iniki.
I thank ray colleagues for including my request for 
increases in the various disaster relief accounts to make 
more than $1.2 billion available to Hawaii.
At least $850 million in immediate FEMA emergency aid, 
such as the food and water center at Hanalei; medical 
assistance at Lihue, Kalaheo, Waimea, and Princeville; 
temporary housing; electricity, police, and fire 
protection, is available to the victims of Hawaii's 
disastrous hurricane. FEMA has opened similar centers in 
hard hit areas such as the Waianae coast on Oahu. 
Emergency food stamps will be mad© more available 
statewide as households begin to require a higher 
percentage of their paychecks for repairs.
I am pleased that my colleagues have further recognized 
the importance of following up immediate emergency aid 
with additional funds for the following areas;
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Agriculture
For emergency housing assistance grants and loans to 
repair homes, payments to Hawaii's farmers for crops that 
were destroyed, and for rebuilding damaged land and 
facilities, such as pens and greenhouses. Nurseries, 
floral, dairy, produce, animal and other farms are all 
eligible for this federal aid.
In order to apply for aid, victims can apply at one of 
four Disaster Application Centers, which opened yesterday 
-- Kekaha Neighborhood Center, Hanapepe National Guard 
Armory, Lihue Veterans Memorial Convention Center, and 
Kapaa National Guard Armory.
Transportation
To help clear debris and replace or restore damaged 
roads, signs, and lights. Funds will also be provided to 
restore the air traffic control towers, terminals, and 
hangars at airports.
Harbors and Maritime Safety
Damaged harbors need similar attention from the Army 
Corps of Engineers, while additional funds will enable 
the United States Coast Guard to restore vessels and 
equipment.
Education
Funds to cover the cost of extended school day programs 
so that parents can devote time to rebuilding homes and 
businesses. Special funds will help students and 
families cope with added stress and anxiety through 
disaster counseling. College students eligible for 
student aid under Pell grant awards, may have their 
eligibility increased to account for losses in family 
assets and income due to the hurricane.
Health and Human Services
For funds to help medical personnel and community health 
centers establish or improve medical services, shelters, 
mental health services, and special services to elderly 
citizens, and to repair or replace health centers and 
medical equipment.



TO 44059/////5389*1*070 P003/003

Veterans Services
For medical care and replacement of any damaged 
equipment. Special funds are also provided to ensure 
proper disbursement of benefit checks to Hawaii's 
veterans.
Tourism
Grants to hotels and tourist-related businesses in order 
to speed the reopening of doors to visitors. Promotional 
campaigns will help attract tourists back to paradise and 
show that Hawaii has fully recovered from the hurricane. 
This funding is vitally important to the 
re-establishment of jobs.
Weather
Funds to repair National Weather Service equipment, 
warning devices, and surveying and monitoring stations.
Environment
For the rehabilitation, of national wildlife refuges and 
buildings, including recreational facilities at national 
parks, and for assessment of damage so that a forest 
management plan, to restore state forests, can be 
implemented to protect the habitats of Hawaii's rare 
flora and fauna.
Mr. President, I would like to conclude by thanking 
members of the Florida and California delegations, and members of the Senate Appropriations and Agriculture 
Committees, who provided me with support and information 
over the last few days to better enable me to respond to 
the victims of Hurricane Iniki. Their advice, based on 
the recent tragedies they were faced with, was 
invaluable.
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