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p e r ts  in th e  field  o f  e a r th q u a k e  lo ss m itig a tio n , w ho 

sh a ll in c lude—

(A) n o t less th a n  1 in d iv id u a l w ho is  em ­

ployed h}' a  S ta te  g o v e rn m e n t a s  a n  em erg en cy  

p la n n e r;

(B ) n o t le ss  th a n  1 in d iv id u a l w ho is 

kn ow led g eab le  r e g a rd in g  local c o m m u n ity  b u ild ­

in g  codes; a n d

(C ) n o t less th a n  1 in d iv id u a l w ho is  em ­

ployed a s  a  se ism ic  e n g in e e r .

“ (2 ) E x  OFFICIO MEMBER.— N o tw ith s ta n d in g  

p a ra g ra p h  (1 ), th e  C h a irm a n  o f  th e  E a r th q u a k e  I n ­

s u ra n c e  a n d  R e in s u ra n c e  A d v iso ry  C o m m itte e  u n d e r  

se c tio n  2 2 7  sh a ll se rv e  a s  a n  ex  o ffic io  m em b er o f 

th e  E a r th q u a k e  L o ss  M itig a tio n  A d v iso ry  C o m m it­

tee .

“ (c) V a c a n c ie s .— A  v a c a n c y  in  th e  C o m m issio n  shall 

be filled  in  th e  m a n n e r  in  w h ich  th e  o r ig in a l a p p o in tm e n t 

w as  m ad e .

“ (d ) C h a ir m a n .— T he P r e s id e n t  sh a ll  d e s ig n a te  a 

c h a irm a n  o f  th e  C o m m itte e  fro m  a m o n g  m e m b e rs  se lec ted  

fo r  a p p o in tm e n t to  th e  C o m m itte e .

“ (e) S e l e c t i o n .— N o t l a t e r  th a n  18 0  d a y s  a f t e r  th e  

d a te  o f  th e  e n a c tm e n t  o f  th e  E a r th q u a k e  H a z a rd  R educ-
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1 tio n  A m e n d m e n ts  A ct, th e  P re s id e n t  sh a ll s u b m it  to  th e

2 S e n a te  n o m in a tio n s  fo r a p p o in tm e n t to  th e  C o m m ittee .

3 “ (f) F u n c t io n s  o f  t h e  C o m m i t t e e — T he C o m m it-

4 te e  sh a ll rev iew  th e  loss re d u c tio n  c r i te r ia  ( in c lu d in g  th e

5 sp ec ific  lo ss-re d u c tio n  m e a su re s )  e s ta b lish e d  u n d e r  se c tio n

6 2 0 3 . W ith in  90  d a y s  a f te r  rec e iv in g  th e  d r a f t  o f  th e  loss-

7 re d u c tio n  c r i te r ia  u n d e r  se c tio n  2 0 3 (a ) (3 ) ,  th e  C o m m itte e

8 sh a ll s u b m it to  th e  D ire c to r  w r i t te n  c o m m e n ts  a n d  rec-

9 o n u n e n d a tio n s  fo r  a n y  c h a n g e s  to  th e  c r i te r ia .

10 “ (g ) R e s p o n s i b i l i t i e s  o f  D ir e c t o r .— T he D irec-

11 to r  sh a ll fu lly  c o o p e ra te  w ith  th e  C o m m itte e  a n d  p rov ide

12 th e  C o m m itte e  w ith  access  to  p e rso n n e l a n d  in fo rm a tio n

13 a n d  v iay , u n d e r  se c tio n  1 0 1 (b ) (1 ) (E ) ,  r e q u e s t  a s s is ta n c e

14 fro m  re le v a n t F e d e ra l  a g e n c ie s  ( in c lu d in g  th e  N a tio n a l In -

15 s t i tu te  o f  S ta n d a rd s  a n d  T ech n o lo g y ) a s  th e  C o m m itte e

16 c o n s id e rs  n e c e s sa ry  to  c a r ry  o u t  i ts  fu n c tio n s .

17 "SEC. 203. ESTABLISHMENT OF CRITERIA FOR LOSS-RE-

18 DUCTION MEASURES.

19 “ (a ) D e v e l o p m e n t  o f  C r i t e r ia .—

2 0  “ (J.) I n  g e n e r a l .— O n th e  b a s is  o f  re s e a rc h

21 c a r r ie d  o u t u n d e r  t i t le  I, th e  D ire c to r  sh a ll develop

22 co m p reh en s iv e  lo ss -re d u c tio n  c r i te r ia  fo r S ta te  a n d

23 local la n d  u se  a n d  la n a g e m e n t o rd in a n c e s , b u ild in g

2 4  co des , a n d  o th e r  lo s s -re d u c tio n  m e a s u re s  c o n s is te n t

25 w ith  th e  re q u ire m e n ts  u n d e r  su b se c tio n  (b ). T h e  D i-
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1 re c to r  sh a ll p e rio d ica lly  u p d a te  su ch  c r i te r ia  to  re-

2 fleet te c h n ica l ad v an ces  d e s ig n e d  to  red u c e  lo sses

3 fro m  e a r th q u a k e s .

4  “ (2 ) C o o r d in a t io n .— T he D ire c to r  sh a ll de-

5 velop th e  lo ss -re d u c tio n  c r i te r ia  in  c o o rd in a tio n  a n d

6 c o n s is te n t  w ith  th e  e a r th q u a k e  h a z a rd s  re d u c tio n

7 p ro g ra m  u n d e r  t i t le  I  o f  th is  A c t a n d  th e  R o b e rt T .

8 S ta f fo rd  D is a s te r  R e lie f a n d  E m e rg e n c y  A ss is ta n c e

9  A ct (a n d  E x ecu tiv e  O rd e r  1 2 6 9 9  o f  J a n u a r y  5,

10 1 9 9 0 ). In  d ev e lo p in g  th e  lo ss re d u c tio n  c r i te r ia , th e

1 1 D ire c to r  sh a ll c o n su lt  o th e r  a ffe c te d  F e d e ra l  e n ti t ie s

12 ( in c lu d in g  th e  N a tio n a l I n s t i tu te  o f  S ta n d a rd s  a n d

13 T ech n o lo g y ), th e  B u ild in g  S e ism ic  S a fe ty  C ouncil,

14 th e  In te ra g e n c y  C o m m itte e  on  S e ism ic  S a fe ty  in

15 C o n s tru c tio n , re p re s e n ta tiv e s  o f  S ta te  a n d  local gov-

16 e rn m e n ts , re g io n a l e a r th q u a k e  p re p a re d n e s s  o rg a n i-

17 z a tio n s , m odel b u ild in g  co de o rg a n iz a tio n s , a n d  in -

18 s u ra n c e  in d u s t iy  g ro u p s .

19 “ (3 ) S u b m is s io n  o f  d r a f t  t o  a d v is o r y

2 0  COMMITEE.— N o t la te r  th a n  th e  e x p ira tio n  o f  th e

21 12-m o n th  p e rio d  b e g in n in g  o n  th e  d a te  o f  th e  e n a c t-

2 2  m e n t o f  th e  E a r th q u a k e  H a z a r d  R e d u c tio n  A m en d-

2 3  m e n ts  A c t, th e  D ire c to r  sh a ll  s u b m it a  d r a f t  o f  th e

2 4  lo ss -red u c tio n  c r i te r ia  to  th e  E a r th q u a k e  L o ss  M iti-

2 5  g a tio n  A d v iso ry  C o m m itte e  e s ta b lish e d  u n d e r  se c tio n
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1 2 0 2 . B e fo re  is su in g  a n y  fin a l re g u la tio n s  u n d e r

2 p a ra g ra p h  (4 ), th e  D ire c to r  sh a ll c o n s id e r  e n y  rec-

3 o m m e n d a tio n s  m ad e  b y  su ch  A d v iso ry  C o m m itte e  re-

4 g a rd in g  th e  d r a f t  c r i te r ia .

5 “ (4) R e g u l a t i o n s . — N o t la te r  th a n  th e  ex p ira -

6 t io n  o f th e  1 8 -m o n th  p e rio d  b e g in n in g  on  th e  d a te

7 o f  th e  e n a c tm e n t o f th e  E a r th q u a k e  H a z a rd  R edu c-

8 tio n  A m e n d m e n ts  A ct, th e  D ire c to r  sh a ll is su e  reg u -

9 la tio n s  e s ta b lis h in g  th e  lo s s -re d u c tio n  c r i te r ia  u n d e r

10 th is  sec tio n , s u b je c t to  th e  p ro v is io n s  o f  s u b c h a p te r

1 1 I I  o f  c h a p te r  5  o f  t i t le  5 , U n ite d  S ta te s  C ode. In  is-

12 s u in g  final re g u la tio n s  u n d e r  th is  p a ra g ra p h ,  th e  D i-

13 re c to r  sh a ll c a u se  to  be p u b lish e d  in  th e  F e d e ra l

14 R e g is te r  a  d e sc r ip tio n  o f  a n y  d iffe re n c e s  b e tw e en  th e

15 re c o m m e n d a tio n s  o f th e  E a r th q u a k e  L o ss  M itig a tio n

16 A d v iso ry  C o m m itte e  a n d  th e  fin a l re g u la tio n s  (iu -

17 e lu d in g  th e  a p p lic a b il ity  o f  lo ss -re d u c tio n  m e a su re s

18 to  S ta te s  a n d  lo ca litie s) developed  b y  th e  D ire c to r .

19 T h e  d e sc r ip tio n  sh a ll c o n ta in , fo r  e a ch  su c h  dif-

20 fe ren ce , a n  e x p la n a tio n  o f  w h y  th e  re c o m m e n d a tio n s

21 o f  th e  A d v iso ry  C o m m itte e  w ere n o t  in c lu d ed  in  th e

22 f in a l re g u la tio n s .

23  “ (b ) C o n t e n t  o p  C r i t e r i a .— T he F e d e ra l  lo ss-re -

2 4  d u c tio n  c r i te r ia  e s ta b lish e d  u n d e r  th is  s e c tio n  sh a ll in c lu d e
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1 m e a s u re s  fo r th e  re d u c tio n  o f lo sses fro m  fu tu re  e a r th -

2 q u a k e s , a s  follows:

3 “ (1) M a n d a t o r y  in c l u s io n .— T he D ire c to r

4 sh a ll in c lud e  in  th e  lo ss-re d u c tio n  c r i te r ia  th e  fol-

5 low ing  lo ss -red u c tio n  m e a su re s :

6 “ (A) M in im u m  se ism ic  b u ild in g  s ta n d a rd s

7 ap p licab le  to  new  re s id e n tia l  p ro p e r ty  a n d  o th e r

8 b u ild in g s  lo ca ted  in  e a r th q u a k e -p ro n e  S ta te s .

9  “ (B ) C o m m u n ity -b a se d  b u ild in g  codes an -

10 p licab le  to  new  re s id e n tia l p ro p e r ly , w hich sh a ll

11 m ee t o r  exceed  th e  m in im u m  se ism ic  p rov isio ns

12 c o n ta in e d  in  (i) th e  m o s t r e c e n t e d itio n  o f th e

13 N a tio n a l B u ild in g  C ode, (ii) th e  m o s t re c e n t

14 ed itio n  o f  th e  S ta n d a r d  B u ild in g  C ode, o r  (iii)

15 th e  m o st re c e n t ed itio n  o f th e  U n ifo rm  B u ild in g

16 C ode.

17 “ (2 ) D is c r e t io n a r y  in c l u s io n .— C o n s is te n t

18 w ith  re p o r ts  su b m itte d  to  C o n g re ss  p u r s u a n t  to  sec-

19 tio n  1 0 4 (a ) (2 )  o f  th is  A c t a n d  se c tio n  94 7  o f  th e

2 0  C ra n s to n -G o n z a le z  N a tio n a l A ffo rd ab le  H o u s in g

21 A c t, th e  D ire c to r  sh a ll c o n s id e r  a n d  m a y  in c lud e  in

22 th e  lo ss -re d u c tio n  c r i te r ia  e s ta b lish e d  u n d e r  th is  sec-

23  tio n , a n y  o f  th e  fo llow ing  a d d itio n a l lo ss -red u c tio n

2 4  m e a su re s :
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1 “ (A) C o m m u n ity -b a se d  b u ild in g  codes

2 w h ich  c o n ta in  m in im u m  se ism ic  p ro v is io n s  (in -

3 e lu d in g  re s tr ic t io n s  on  new  u n re in fo rc e d  ina-

4  s o n ry  c o n s tru c t io n )  fo r  new  re s id e n tia l p ro p e r ty

5 t h a t  is lo ca ted  in  a  se ism ic  zone n o t  c u r re n tly

6 covered  by  an} ' o f  th e  b u ild in g  codes re fe r re d  to

7 in  p a ra g ra p h  ( 1 ) (B ) b u t  id e n tif ie d  b y  th e  D irec-

8 to r  a s  b e in g  lo c a te d  in  e a r th q u a k e -p ro n e  S ta te s .

9  “ (B ) G eo te ch n ica l te c h n iq u e s  to  m in im ize

10 th e  e ffec ts  o f  g ro u n d  fa i lu re s  fo r  new  la rg e

11 b u ild in g s  in  h ig h - r isk  f a u lt ,  la n d s lid e , s i te  am*

12 p lif ic a tio n , a n d  liq u e fa c tio n  zo n es id e n tif ie d  in

13 e a r th q u a k e -p ro n e  S ta te s  a n d , to  th e  e x te n t

14 p ra c tic a b le  a n d  co s t-e ffec tiv e , a p p lic a tio n  o f  th e

15 sa m e  g e o te c h n ic a l te c h n iq u e s  to  e x is tin g  la rg e

16 b u ild in g s  in  th e  sa m e  zo n es .

17 “ (C ) M e a su re s  to  c o n tro l c o n s tru c t io n  o f

18 b u ild in g s  in  h ig h - r isk  f a u lt ,  la n d s lid e , s ite  am -

19 p lif ic a tio n , a n d  liq u e fa c tio n  zo n es  id e n tif ie d  in

2 0  e a r th q u a k e -p ro n e  S ta te s .

21 “ (D ) T o  th e  e x te n t  p ra c tic a b le , r e t ro f i t t in g

22 o f  se ism iea lly  h a z a rd o u s  c r i t ic a l  fac ilitie s .

2 3  “ (E )  S e c u r in g  o f  b u ild in g  p a r a p e ts  a n d  ex-

24  te rn a l  o rn a m e n ta t io n s  o f  e x is t in g  b u ild in g s .
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1 “ (F )  B ra c in g  o f g a s  w a te r  h e a te r s  a n d

2 o th e r  m e a su re s  to  red u ce  th e  r is k  o f  e a r th -

3 q u a k e -in d u c e d  f ire s  in re s id e n tia l p ro p e r ty .

4  “ ( G )  In sp e c tio n s  be fo re  t r a n s f e r  o f resi-

5 d e n tia l p ro p e r ty  (a n d  p ro v is io n  to  b u y e rs  o f in-

6 sp ec tio n  re p o r ts )  r e g a rd in g  th e  a d e q u a c y  o f th e

7 a n c h o r in g  o f  th e  re s id e n tia l  s t r u c tu r e  to  th e

8 fo u n d a tio n , th e  p re se n c e  o f  u n b ra c e d  o r  b ra c e d

9 c rip p le  w alls  fo r w o o d fram e  s t ru c tu re s ,  a n d  th e

10 b ra c in g  o f  g a s  w a te r  h e a te r s  to  th e  w alls  fo r a ll

11 s t ru c tu re s .

12 “ (3 ) R e c o m m e n d e d  m e a s u r e s .— T he D ire c to r

13 m ay  reco m m en d , in th e  lo ss -re d u c tio n  c r i te r ia ,  a n y

14 o f  th e  fo llow ing  e a r th q u a k e  p re p a re d n e s s  a n d  p lan -

15 n in g  m easu re s :

16 “ (A) E x p a n d e d  re s e a rc h  a n d  d ev e lo p m en t

17 b y  th e  N a tio n a l I n s t i tu te  o f  S ta n d a rd s  a n d

18 T ech n o lo g y  a n d  o th e r  g o v e rn m e n t a n d  p r iv a te

19 s e c to r  e n ti t ie s  o f  new  co st-e ffec tiv e  b u ild in g

20 tech n o lo g ies  fo r  new  c o n s tru c t io n  a n d  re tro -

21 f i t t in g  o f  e x is t in g  b u ild in g s .

22  “ (B ) E d u c a tio n a l a n d  p ro m o tio n a l cam -

23 p a ig n s  to  e n c o u ra g e  a d d itio n a l v o lu n ta ry  m iti-

2 4  g a tio n .
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1 “(C) Reward-based fiscal incentives, such

2  as lower property tax assessments, no reassess-

3 m e n t s  for retrofitting which results in increased

4 property values, or other tax incentives to en-

5 courage use of state-of-the-art mitigation tech-

6  nology.

7 “ (D ) State or community-based efforts to

8 assist low- a n d  moderate-income households to

9 purchase needed earthquake insurance and to

1 0  adopt cost-effective loss-reduction measures.

11 “(E) I m p r ovements in long-term earth-

1 2 q u ake construction practices, including the

13 training a n d  licensing of earthquake design pro-

14 fessionals as well as public a n d  private building

15 inspectors.

16 “(F) Institutional support, training in

17 earthquake engineering technology a n d  other

18 disciplines, a n d  staffing to ensure compliance

19 with the community-based building codes.

2 0  “(G) Minimizing d a m a g e  to public utilities,

2 1  including sewer, gas, electrical a n d  water sys-

2 2  terns, a n d  other lifelines, consistent with section

23 104(b).

24 “(c) S t a n d a r d .— A n y  mitigation measures included

19

25 in  th e  lo ss -re d u c tio n  c r i te r ia  e s ta b lish e d  u n d e r  th is  sec tio n
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1 sh a ll be p ra c tic a l, co s t-e ffec tiv e , w o rk ab le , a n d  d ire c tly  re-

2 la te d  to  th e  r is k  o f  loss fro m  e a r th q u a k e s  in a r e a s  w here

3 re s id e n tia l p ro p e r ty  is lo ca ted .

4  “ (d ) T e c h n ic a l  A s s i s t a n c e .— T h e D ire c to r , in

5 c o n s u lta t io n  w ith  th e  N a tio n a l I n s t i tu te  o f  S ta n d a r d s  a n d

6 T ech n o lo g y , sh a ll c o o rd in a te  w ith  a n d  p ro v id e  tec h n ica l

7 a s s is ta n c e  to  S ta te s ,  in te r s ta te ,  a n d  local o ffic ia ls  a n d

8 ag en c ie s  to  e n c o u ra g e  a d o p tio n  a n d  e n fo rc e m e n t o f  S ta te

9  a n d  local a c tio n s  t h a t  in c o rp o ra te  a n d  s u p p o r t  th e  loss-

10 re d u c tio n  m e a su re s  a n d  p re p a re d n e s s  g o a ls  developed  by

11 th e  D ire c to r  u n d e r  th is  se c tio n .

12 "SEC. 204. SELF-SUSTAINING MITIGATION FUND.

13 “ (a ) I n  G e n e r a l .— A  p e rc e n ta g e  o f  th e  a n n u a l

14 e a r th q u a k e  in s u ra n c e  p re m iu m s  co llec ted  u n d e r  th e  P r i-

15 m a ry  In s u ra n c e  p ro g ra m  u n d e r  s u b ti t le  B , a s  th e  D ire c to r

16 sh a ll d e s ig n a te , sh a ll be d e p o s ite d  in  a  s e p a ra te  fu n d  to

17 be kn ow n  a s  th e  S e lf -S u s ta in in g  M itig a tio n  F u n d . T h e

18 p e rc e n ta g e  m a y  n o t exceed  5 p e rc e n t, u n le s s  th e  D ire c to r

19 d e te rm in e s  t h a t  th e  a m o u n ts  in  th e  In s u ra n c e  F u n d  a re

20 su f f ic ie n t  to  p ro v id e  fo r  a n y  p ro b a b le  ex p ec ted  lo sses fro m

21 fu tu r e  e a r th q u a k e s . I n te r e s t  o n  a m o u n ts  in  th e  F u n d  sh a ll

22  be c re d ite d  to  th e  F u n d .

23  “ (b ) U s e .— A m o u n ts  in  th e  S e lf -S u s ta in in g  M itig a-

2 4  tio n  F u n d  sh a ll be a v a ilab le , to  th e  e x te n t  p ro v id e d  in  ap -

25 p ro p r ia t io n s  A c ts , to  th e  D ire c to r  to  p ro v id e  a s s is ta n c e  to



1 s u p p o r t  th e  e a r th q u a k e  h a z a rd  re d u c tio n  ac tiv itie s , a s  fol-

2 lows:

2 1

3 “ (1) A ss is ta n c e  to  S ta te s  u n d e r  se c tio n  2 0 5 (c ) .

4  “ (2) A ss is ta n c e  to  p ro v id e  e a r th q u a k e  ed u c a tio n

5 p u r s u a n t  to  su b se c tio n  (c).

6 “ (3) A ss is ta n c e  fo r  re s e a rc h  a n d  d ev e lo p m en t

7 su p p o r te d  b y  th e  N a tio n a l I n s t i tu te  o f S ta n d a rd s

8 a n d  T ech n o lo g y  on  c o n s tru c t io n  te c h n iq u e s  to  red u ce

9 c o s ts  o f new  c o n s tru c t io n  a n d  r e t r o f i t t in g  o f  e x is tin g

10 b u ild in g s .

11 “ (4 ) L o w -in te re s t lo a n s  o r  g r a n ts  fo r  th e  re tro -

12 f i t t in g  o f se ism ica lly  h a z a rd o u s  c r i t ic a l fac ilitie s .

13 “ (c) E a r t h q u a k e  E d u c a t io n  P r o g r a m .— I n  co*

14 o rd in a tio n  w ith  th e  e d u c a tio n a l p ro g ra m s  a u th o riz e d

15 u n d e r  t i t le  I , th e  D ire c to r  sh a ll p ro v id e  a s s is ta n c e  u n d e r

16 th is  se c tio n  to  s u p p o r t  p ro g ra m s  e d u c a tin g  th e  g e n e ra l

17 pu b lic  o n  th e  n a tio n a l d im e n s io n s  o f  se ism ic  r is k  a n d  on

18 m e th o d s  fo r  h o m eo w n ers  to  re d u c e  th e  h a z a rd s  re s u lt in g

19 fro m  fu tu re  e a r th q u a k e s .

2 0  “SBC. 206. STATE IMPLEMENTATION OF LOSS-REDUCTION

21 MEASURES.

2 2  “ (a ) D e f i n i t i o n  o f  C o m p l ia n c e  S t a t e .— A n

23  e a r th q u a k e -p ro n e  S ta te  sh a ll b e  co n s id e re d  a  co m p lian ce

2 4  S ta te  fo r  p u rp o se s  o f  th is  t i t le  i f—
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“(1) before the expiration of the 2-year period 

beginning upon the promulgation of final regulations 

under section 203 establishing loss-reduction 

criteria—

“(A) the counties and municipalities lo­

cated in all seismic zones within the State have 

adopted and are enforcing minimum applicable 

mitigation measures required under the loss-re­

duction criteria; and

“(B) the Governor of the State has des­

ignated an administrative authority to coordi­

nate the development and enforcement of earth­

quake implementation plans for the State, 

which plans are equivalent to or exceed the loss- 

reduction criteria; and

“(2) the State is certified under section 206(b) 

as a compliance State.

“(b) D e t e r m in a t io n  o f  C o m p l ia n c e .—

“ (1 ) S t a t e  s u b m is s io n  o f  c e r t i f i c a t io n .—  

Before the expiration of the 2-year period referred 

to in subsection (a)(1), each earthquake-prone State 

shall submit a certification to the Director stating 

whether the State has substantially adopted and is 

substantially enforcing the applicable mitigation 

measures under the loss-reduction criteria. In pro-

22
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1 v id in g  su ch  c e r tif ic a tio n , e a c h  S ta te  m a y  c o n su lt

2 w ith  re le v a n t p r iv a te -se c to r  a c c re d ita t io n  a n d  r a t in g

3 o rg a n iz a t io n s  ap p ro v e d  b y  th e  D ire c to r . T h e  D irec -

4  to r  sh a ll is su e  re g u la tio n s  n o t  la te r  th a n  18 m o n th s

5 a f te r  th e  d a te  o f  th e  e n a c tm e n t  o f  th e  E a r th q u a k e

6 H a z a rd  R e d u c tio n  A m e n d m e n ts  A c t d e sc r ib in g  th e

7 c r i te r ia  to  be u se d  in  m a k in g  a n d  rev iew ing  su ch

8 S ta te  c e r tif ic a tio n s .

9  “ (2 ) R e v ie w  b y  d i r e c t o r .— T h e  D ire c to r

10 sh a ll rev iew  e a ch  c e r t if ic a tio n  s u b m itte d  u n d e r  p a ra -

11 g r a p h  (1) to  d e te rm in e  w h e th e r  i t  is  a n  a c c u ra te

12 m a n ife s ta tio n  o f  th e  s u b m it t in g  S t a t e ’s  s u b s ta n t ia l

13 co m p lian ce  w ith , a n d  e n fo rc e m e n t of, th e  ap p licab le

14 m itig a tio n  m e a s u re s  u n d e r  th e  lo ss -re d u c tio n  eri-

15 te r ia . I f  th e  D ire c to r  d e te rm in e s  t h a t  th e  S ta te  ce r-

16 tif ic a tio n  is  s u b s ta n t ia l ly  a c c u ra te  a n d  th e  S ta te  h a s

17 a d o p te d  a n d  is e n fo rc in g  th e  a p p lic a b le  m itig a tio n

18 m e a su re s , th e  D ire c to r  sh a ll c e r t ify  th e  S ta te  fo r

19 p u rp o se s  o f  su b se c tio n  (a ) . U s in g  th e  c r i te r ia  e s ta b -

2 0  lish ed  u n d e r  p a r a g r a p h  (1 ), th e  D ire c to r  sh a ll rev iew

21 th e  co m p lian ce  w ith , a n d  e n fo rc e m e n t of, th e  ap p li-

2 2  cab le  m itig a tio n  m e a s u re s  b y  e a c h  co m p lian ce  S ta te

23  m e e tin g  th e  re q u ire m e n ts  o f  su b se c tio n  (a ) n o t less

2 4  th a n  on ce  ev e ry  2 y e a r s  a n d  sh a ll  ren ew  co m p lian ce

2 5  c e r t if ic a te s  a s  a p p ro p r ia te .

23
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1 “ (3 ) N o n c o m p l i a n c e  s t a t e s . — I f  a n  e a r th -

2  q u a k e -p ro n e  S ta te  fa ils  to  s u b m it  a  ce rtif ic a tio n

3 u n d e r  p a ra g ra p h  (1) o r  th e  D ire c to r  d e te rm in e s

4  u n d e r  p a r a g ra p h  (1) o r  (2 ) th a t  th e  S ta te  h a s  sub-

5 m itte d  a n  in a c c u ra te  c e r tif ic a tio n , h a s  n o t  ad o p ted

6 o r  en fo rced  m in im u m  ap p licab le  m itig a tio n  m eas-

7 u re s , o r  h a s  fa iled  to  have i ts  co m p lian ce  cer-

8 t if ic a tio n  ren ew ed , th e  D ire c to r  sh a ll c e r t ify  th e

9  S ta te  a s  a  n o n co m p lian ce  S ta te  fo r  p u rp o se s  o f  th is

10 t i t le  a n d  sh a ll p ro m p tly  p re p a re  a n d  " ib lis h  pro-

11 p o sed  re g u la tio n s  s e t t in g  fo r th  th e  m in im u m  m itig a -

12 tio n  m e a su re s  ap p licab le  to  th e  S ta te .

13 “ (4) R e v ie w  o f  n o n c o m p l ia n c e .— A  S ta te

14 c e rtif ie d  a s  a  n o n co m p lian ce  S ta te  p u r s u a n t  to  p a ra -

15 g ra p h  (3 ) m a y  a t  a n y  tim e  a f te r  su c h  c e r tif ic a tio n

16 re q u e s t  th e  D ire c to r  to  rev ok e  i ts  n o n c o m p lian ce  cer-

17 tif ic a tio n  a n d  to  c e r tify  th e  S ta te  p u r s u a n t  to  p a ra -

18 g ra p h  (2).

19 “ (c) As s is t a n c e  t o  P r o m o t e  C o m p l ia n c e .— T he

2 0  D ire c to r  sh a ll p ro v id e  a s s is ta n c e  to  e a c h  co m p lian ce  S ta te

21 fro m  a m o u n ts  in  th e  S e lf -S u s ta in in g  M itig a tio n  F u n d

2 2  u n d e r  se c tio n  2 0 4 , to  th e  e x te n t  t h a t  a m o u n ts  fo r  su ch

2 3  a s s is ta n c e  a re  m a d e  av a ilab le  u n d e r  a p p ro p r ia t io n s  A cts.

2 4  T h e  a m o u n t o f  su c h  a s s is ta n c e  p ro v id ed  to  e a ch  S ta te

2 5  sh a ll be  b a sed  on  th e  S ta te ’s need  fo r  h a z a rd  re d u c tio n

24
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1 a s  m e a s u re d  b y  th e  S t a t e ’s  lack  o f  p r e p a re d n e s s  e ffo rts ,

2 th e  a m o u n t o f  e a r th q u a k e  in s u ra n c e  p re m iu m s  co llected

3 in  t h a t  S ta te  u n d e r  th e  P r im a r y  In s u ra n c e  P ro g ra m , a n d

4 th e  S ta te ’s r is k  o f  f u tu r e  e a r th q u a k e s . S u c h  f in a n c ia l as-

5 s is ta n c e  sh a ll  be  u se d  to  s u p p o r t  th e  S ta te ’s  d ev e lo p m en t

6 a n d  im p le m e n ta tio n  o f  i ts  m itig a tio n  p lan , in c lu d in g  ed u -

7 c a tio n , e n fo rc e m e n t, a n d  m itig a tio n  econom ic in cen tiv es ,

8 su c h  a s  lo w -in te re s t lo a n s  fo r  r e t ro f i t t in g .

9  “SEC. 206. REQUIREMENT TO PURCHASE PRIMARY

10 INSURANCE.

11 “ (a) C o n n e c t io n  t o  F e d e r a l l y  R e l a t e d  M o r t -

12 g a g e  L o a n s .— A f te r  th e  e x p r ia tio n  o f  th e  2 -y e a r  pe rio d

13 b e g in n in g  u p o n  th e  p ro m u lg a tio n  o f f in a l re g u la tio n s

14 u n d e r  s e c tio n  2 0 3  e s ta b lis h in g  lo s s - re d u c tio n  c r i te r ia , no

15 fe d e ra lly  re la te d  m o rtg a g e  lo a n  se c u re d  b y  re s id e n tia l

16 p ro p e r ty  lo c a te d  in  a n  e a r th q u a k e -p ro n e  S ta te  m a y  be

17 m a d e , in c re a se d , ex te n d e d , o r  re n e w e d  u n le s s  th e  p ro p e r ty

18 s e c u r in g  th e  lo a n  is  co vered  b y  e a r th q u a k e  in su ra n c e  cov-

19 e ra g e  av a ila b le  u n d e r  su b ti t le  B  o r  e q u iv a le n t in su ra n c e

20 f ro m  a  p r iv a te  in s u re r , in  th e  a m o u n t  re q u ire d  u n d e r  sec-

21 t io n  2 2 3 (a ) (6 ) .  T h e  D ire c to r  sh a ll d e te rm in e , in  co opera-

2 2  t io n  w ith  th e  a p p ro p r ia te  F e d e ra l  ag en c ie s , th e  m e th o d s

23 b y  w h ich  su c h  m o r tg a g o rs  sh a ll b e  re q u ire d  to  p re s e n t

2 4  p ro o f  t h a t  th e y  have o b ta in e d  a n  in s u ra n c e  po licy  co n sis t-

25  e n t  w ith  th e  p ro v is io n s  o f  th is  ti t le .
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1 “ (b) E x e m p t io n  f o r  S t a t e  P r o p e r t i e s .— N ot-

2 withstanding the other provisions of this section, earth-

3 quake insurance coverage shall not be required on any

4 State-owned property that is covered under a State policy

5 of self-insurance adequate in the determination of the Di-

6 rector. The Director shall publish and periodically revise

7 a list of States to which this subsection applies.

8 “SEC. 207. EFFECT OF NONCOMPLIANCE WITH STATE MITI-

9 GATION PROGRAM.

10 “Each Federal agency or instrumentality responsible

11 for the supervision, approval, regulation, or insuring any

12 banks, savings and loans associations, or similar institu-

13 tions shall, by regulation, prohibit such institutions from

14 making, increasing, extending, or renewing a federally re-

15 lated mortgage loan secured by improved real estate or

16 a mobile home located or to be located in an earthquake-

17 prone State, if—

26

18 “ (1 ) th e  S ta te  h a s  b een  d e te rm in e d  to  be a  non-

19 co m p lian ce  S ta te  p u r s u a n t  to  s e c tio n s  2 0 5 ; a n d

20 “ (2) a  p re sa le  in sp e c tio n  o f  th e  p ro p e r ty  secu r-

21 in g  th e  lo an —

2 2  “ (A ) in d ic a te s  th a t  th e  p ro p e r ty  d o es  n o t

23  m e e t th e  m in im u m  a p p lic a b le  m itig a tio n  m eas-

2 4  u re s  u n d e r  th e  lo s s -re d u c tio n  c r i te r ia ;  o r

25  “ (B ) h a s  n o t b e en  c o n d u c te d .
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1 "SEC. 208. COORDINATION WITH OTHER PROGRAMS.

2  “ In  c a r ry in g  o u t th is  title , th e  D ire c to r  sh a ll co n su lt

3 w ith  o th e r  d e p a r tm e n ts  a n d  ag en c ies  o f  th e  F e d e ra l  Gov-

4  e rn m e n t, a n d  w ith  in te r s ta te ,  S ta te  a n d  local ag en c ies  hav-

5 in g  re sp o n sib ility  s re g a rd in g  e a r th q u a k e s  to  e n su re  th a t

6 th e  p ro g ra m s  o f su ch  ag en c ies  an d  th e  P r im a iy  In s u ra n c e

7 P ro g ra m  u n d e r  s u b ti tle  B  a re  m u tu a lly  c o n s is te n t.

8 “SEC. 209. REPORT TO CONGRESS.

9  “ T h e  D ire c to r  sh a ll su b m it a n  a n n u a l r e p o r t  u n d e r

10 th is  se c tio n  to  th e  C o n g re ss , w ith in  90  d a y s  a f t e r  th e  en d

11 o f each  fisca l y e a r . T h e  re p o r t  sh a ll d e sc rib e  th e  ac tiv itie s

12 c a r r ie d  o u t  u n d e r  th is  su b ti t le  a n d  e v a lu a te  a n y  p ro g re ss

13 ach iev ed  in  su c h  ac tiv itie s  d u r in g  th e  p re c e d in g  fiscal y e a r .

14 "SEC. 210. REGULATIONS.

15 “ (a ) D i r e c t o r .— T he D ire c to r  m a y  is su e  a n y  reg u la -

16 tio n s  n e c e s sa ry  to  c a r ry  o u t  th is  ti t le , p u r s u a n t  to  th e  p ro-

17 v is io n s o f  s u b c h a p te r  I I  o f c h a p te r  5 o f t i t le  5, U n ite d

18 S ta te s  C ode.

• 19 “ (b ) F e d e r a l  A g e n c i e s .— E a c h  F e d e ra l  ag en c y  o r

20 in s t ru m e n ta l i ty  re sp o n s ib le  fo r th e  su p e rv is io n , ap p ro v a l,

21 re g u la tio n , o r  in s u r in g  o f  b a n k s , sa v in g s  a n d  lo a n  assoc ia-

22 t io n s , o r  s im ila r  in s t i tu t io n s ,  sh a ll, in  c o o p e ra tio n  w ith  th e

2 3  D ire c to r , is su e  a n y  re g u la tio n s  n e c e s sa ry  to  im p le m e n t th e

2 4  re sp o n s ib ilit ie s  o f su c h  ag en c y  u n d e r  th is  t i t le , p u r s u a n t

2 5  to  th e  p ro v is io n s  o f  s u b c h a p te r  I I  o f  c h a p te r  5  o f t i t le  5,

2 6  U n ite d  S ta te s  C ode.
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1 “ S u b t i t l e  B — P r i m a r y  I n s u r a n c e

2 P r o g r a m

3 "SEC. 2'A. BASIC AUTHORITY AND PROGRAM ORGANIZA-

4  TION.

5 “ (a ) E s t a b l i s h m e n t .— T o c a r ry  o u t  th e  p u rp o se s  o f

6 th is  t i t le , th e  D ire c to r  sh a ll e s ta b lish  a n d  c a r r y  o u t  a  na-

7 tio n a l e a r th q u a k e  in s u ra n c e  p ro g ra m  (in  th is  t i t le  re fe rre d

8 to  a s  th e  “ P r im a r y  In s u ra n c e  P ro g ra m ” ) to  p ro v id e  in su r -

9  a n c e  a g a in s t  lo ss re s u l t in g  fro m  p h y s ica l d a m a g e  to  o r  loss

10 o f  re a l p ro p e r ty  o r  p e rso n a l p ro p e r ty  re la te d  th e re to , in

11 th e  U n ite d  S ta te s ,  a r i s in g  fro m  a n y  e a r th q u a k e .

12 “ (b ) I m p l e m e n t a t io n .— I n c a r ry in g  o u t  th e  P r i-

13 m a ry  In s u ra n c e  P ro g ra m , th e  D ire c to r  sh a ll a r r a n g e  fo r

14 p a r t ic ip a t io n , on  o th e r  th a n  a  r is k -s h a r in g  b a s is , by  p ri-

15 v a te  in s u re rs ,  in s u ra n c e  a g e n ts  a n d  b ro k e rs , in s u ra n c e  ad -

16 j u s tm e n t  o rg a n iz a t io n s , a n d  o th e r  p e rso n s . T h e  D ire c to r

17 m a y  ta k e  a n y  a c tio n s  re a so n a b ly  n e c e s sa ry  a n d  ap p ro -

18 p r ia te  to  c a r ry  o u t  th is  s u b ti t le , in c lu d in g  th e  m a k in g  o f

19 c o n tra c ts ,  th e  e m p lo y m e n t a n d  c o m p e n sa tio n  o f  p e rso n s ,

20 a n d  th e  a c q u is itio n  o f  re a l a n d  p e rso n a l p ro p e r ty .

21 “ (c) I n s u r a n c e  P r a c t ic e s .— \ n y  a c tio n s  o f  th e  Di-

22 r e c to r  u n d e r  th is  s u b ti t le  sh a ll be  c o n s is te n t w ith  s ta n d a rd

2 3  in s u ra n c e  p ra c tic e s  a n d  g e n e ra lly  a c c e p te d  a c c o u n tin g , ac-

2 4  tu a r ia l ,  a n d  u n d e rw r i t in g  p rin c ip le s .
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1

1 “ (d) SUITS.— A n y  law su its  b y  o r  a g a in s t  th e  D ire c to r

2 (o r em p lo yees o f  th e  F e d e ra l E m e rg e n c y  M a n a g e m e n t

3 A gency) in  co n n ec tio n  w ith  ac tiv itie s  u n d e r  th is  t i t le  sh all

4  be b ro u g h t in th e  d is t r ic t  c o u r t  o f  th e  U n ite d  S ta te s  w ith

5 ju r is d ic t io n  o v er th e  a c tio n , ex cep t t h a t  a n y  a c tio n  by a n

6 in s u re r  o r  r e in s u re r  a g a in s t  th e  D ire c to r  (o r  em ployees o f

7 th e  F e d e ra l  E m e rg e n c y  M a n a g e m e n t A gency) sh a ll be

8 b ro u g h t in th e  U n ite d  S ta te s  D is t r ic t  C o u r t  fo r  th e  D is-

9  t r i c t  o f  C o lu m b ia .

10 “ (e) P l a n  o f  O p e r a t i o n .—

11 “ (1 ) D e v e l o p m e n t .— T he D ire c to r  sh a ll de-

12 velop a  p la n  o f  o p e ra tio n  u n d e r  th is  su b se c tio n  to

13 e n s u re  th e  fa ir , re a so n a b le , a n d  e q u ita b le  a d m in is -

14 t r a t io n  o f  th e  In s u ra n c e  F u n d , th e  R e in s u ra n c e

15 F u n d , a n d  o th e r  a c t i . i t ie s  u n d e r  th is  t i t le .

16 “ (2 )  C o n t e n t s .— T he p la n  o f  o p e ra tio n  sh a ll

17 s e t  fo r th  th e  spec ific  po licy  a n d  p ro g ra m m a tic  de-

18 ta i ls  fo r  o p e ra t in g  th e  P r im a ry  In s u ra n c e  P ro g ra m

19 a n d  th e  R e in s u ra n c e  P ro g ra m , a n d  sh a ll  in c lu d e  (A)

20 a ll g u id e lin e s , c r i te r ia ,  d e fin itio n s , c la r if ic a tio n s , a n d

21 p ro c e d u re s  n e c e s sa ry  to  c a r ry  o u t  th is  t i t le ,  (B ) p ro -

22 c e d u re s  fo r  im p le m e n tin g  th e  m itig a tio n  in cen tiv es

2 3  u n d e r  se c tio n  2 2 6 , a n d  (C ) s ta n d a r d s  fo r  in s u re rs  to

2 4  r e ta in  e.xpense a llo w an ces fro m  p re m iu m s  co llected

25 u n d e r  th is  su b ti tle .
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1 “ (3 ) S t u d y  o f  l o w - in c o m e  r a t e s .— I n  devel-

2  o p in g  th e  p la n  o f  o p e ra tio n , th e  D ire c to r  sh a ll con-

3 s id e r  o p tio n s  fo r  c h a rg in g  le ss  th a n  a c tu a r ia l  r a te s

4 fo r  re s id e n tia l p ro p e r ty  o ccu p ied  b y  low -incom e pol-

5 icy h o ld e rs  a n d  m a y  in c lu d e  in  th e  p la n  a n y  su ch  op-

6 t io n  th e  D ire c to r  c o n s id e rs  n e c e ssa ry , a p p ro p r ia te ,

7  a n d  p ra c tic a b le , s u b je c t  to  th e  re q u ire m e n ts  u n d e r

8 se c tio n  2 2 5 (c ) .

9  “ (4 ) E s t a b l i s h m e n t .—

10 “ (A) S u b m is s io n  o f  d r a f t  t o  a d v is o r y

11 c o m m m ite e .— N o t la te r  th a n  th e  e x p ira tio n  o f

12 th e  12-m o n th  p e rio d  b e g in n in g  on  th e  d a te  o f

13 th e  e n a c tm e n t o f th e  E a r th q u a k e  H a z a rd  Re-

14 d u c tio n  A m e n d m e n ts  A c t, th e  D ire c to r  shall

15 s u b m it a  d r a f t  o f  th e  p la n  o f  o p e ra tio n  to  th e

16 E a r th q u a k e  In s u ra n c e  a n d  R e in s u ra n c e  Advi-

17 s o iy  C o m m itte e  e s ta b lish e d  u n d e r  se c tio n  22 7 .

18 B e to re  is s u in g  a n y  p ro p o se d  re g u la tio n s  u n d e r

19 s u b p a ra g ra p h  (B ), th e  D ire c to r  sh a ll c o n s id e r

2 0  a n y  re c o m m e n d a tio n s  m a d e  b y  su c h  A dv iso ry

21 C o m m ittee  r e g a rd in g  th e  d r a f t  p la n  o f oper-

22 a tio n .

2 3  “ (B ) P r o p o s e d  r e g u l a t io n s .— N o t la te r

2 4  th a n  th e  e x p ira tio n  o f  th e  1 8 -m o n th  p e rio d  be-

2 5  g in n in g  o n  th e  d a te  o f  th e  e n a c tm e n t o f  th e
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1 E a r th q u a k e  H a z a rd  R e d u c tio n  A m e n d m e n ts

2 A c t, th e  D ire c to r  sh a ll is su e  p ro p o se d  re g u la -

3 t io n s  e s ta b lish in g  th e  p la n  o f  o p e ra tio n  u n d e r

4  th is  sec tio n , su b je c t to  th e  p ro v is io n s  o f  su b -

5 c h a p te r  I I  o f  c h a p te r  5 o f  t i t le  5 , U n ite d  S ta te s

6 C ode. In  is su in g  p ro p o se d  re g u la t io n s  u n d e r

7 th is  p a ra g ra p h , th e  D ire c to r  sh a ll c a u se  to  be

8 p u b lish ed  in  th e  F e d e ra l  R e g is te r  a  d e sc r ip tio n

9 o f  a n y  d iffe re n ce s  b e tw e en  th e  re c o m m e n d a tio n s

10 o f  th e  E a r th q u a k e  In s u ra n c e  a n d  R e in s u ra n c e

11 A d v iso iy  C o m m itte e  a n d  th e  f in a l re g u la tio n s

12 ( in c lu d in g  th e  g u id e lin e s , c r i te r ia ,  d e fin itio n s ,

13 c la r if ic a tio n s , a n d  p ro c e d u re s  u n d e r  th e  p la n )

14 developed  b y  th e  D ire c to r . T h e  d e sc r ip tio n  sh a ll

15 c o n ta in , fo r e a ch  su c h  d iffe re n c e , a n  exp la-

16 n a t io n  o f w h y  th e  re c o m m e n d a tio n s  o f  th e  A dvi-

17 s o ry  C o m m ittee  w ere  n o t  in c lu d e d  in  th e  p ro -

18 p o sed  re g u la tio n s .

19 “ (C ) C o m m e n t s .— A f te r  th e  re g u la tio n s

20  hav e  been  issu e d  u n d e r  s u b p a ra g ra p h  (B ), th e

21 D ire c to r  sh a ll r e q u e s t  c o m m e n ts  fro m  th e

22 E a r th q u a k e  In s u ra n c e  a n d  R e in s u ra n c e  A dvi-

23 s o ry  C o m m itte e  r e g a rd in g  a n y  c h a n g e s  to  th e

24  re g u la tio n s .
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1 “ (D ) S u b s e q u e n t  c h a n g e s .— A n y

2 c h a n g e s  to  th e  p la n  o f  o p e ra tio n  c o n ta in e d  in

3 fin a l re g u la tio n s  sh a ll be  m ad e  p u r s u a n t  to  reg-

4 u la tio n s  is su e d  in th e  m a n n e r  p ro v id ed  in su b -

5 p a ra g ra p h s  (B ) a n d  (C ).

6 "SEC. 222. SCOPE OF PROGRAM.

7 “ (a) R e s i d e n t i a l  P r o p e r t i e s .— I n  c a r ry in g  o u t

8 th e  P r im a ry  I n s u r a n c e  P ro g ra m , th e  D ire c to r  sh a ll m ak e

9 e a r th q u a k e  co v erag e  av a ilab le  o n ly  fo r  re s id e n tia l  p ro p -

10 e r ty . T h e  D ire c to r  sh a ll m ak e  su ch  co v erag e  av a ilab le  in

11 e a r th q u a k e -p ro n e  S ta te s .

12 “ (b) Ad d i t i o n a l  T y p e s  o f  P r o p e r t i e s .— I f, on

13 th e  b a s is  o f  s tu d ie s  a n d  in v e s tig a tio n s  u n d e r ta k e n  a n d  c a r-

14 r ie d  o u t  a n d  in fo rm a tio n  received  o r  e x c h a n g e d  u n d e r  sec-

15 tio n  2 2 4 , a n d  su c h  o th e r  in fo rm a tio n  a s  m a y  be  n e cessa ry ,

16 th e  D ire c to r  d e te rm in e s  th a t  i t  w ould  be  feasib le  to  e x te n d

17 th e  P r im a ry  In s u ra n c e  P ro g ra m  to  co ver o th e r  p ro p e r tie s ,

18 th e  D ire c to r  m a y  re c o m m e n d  to  C o n g re ss  th a t  e a r th q u a k e

19 co v erag e  u n d e r  th is  s u b ti t le  be m ad e  av a ilab le  to  co v er a n y

20 ty p e s  a n d  c la sse s  o f—

21 “ (1) o th e r  p ro p e r tie s  in  re s id e n tia l a re a s ;

22 “ (2) sm a ll b u s in e ss  p ro p e r tie s  t h a t  a re  ow ned

23 o r  lea sed  a n d  o p e ra te d  b y  sm a ll b u s in e s s  co n ce rn s ;

24  “ (3 ) re lig io u s  p ro p e rtie s ;

2 5  “ (4 ) a g r ic u ltu r a l  p ro p e r tie s ;
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1 “ (5 ) p ro p e r tie s  o ccu p ied  by  p r im a ry  n o n p ro f it

2 o rg a n iz a t io n s ; an d

3 “ (6) p ro p e r tie s  ow ned  by  S ta te  a n d  local gov-

4  e rn m e n ts  a n d  ag en c ies  th e re o f .

5 “SEC. 223. TERMS AND LIMITATIONS OF INSURANCE COV-

6 ERAGE.

7 “ (a ) T e r m s .— P u r s u a n t  to  th e  p la n  o f  o p e ra tio n  es-
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8 ta b lish e d  u n d e r  se c tio n  221 a n d  a f te r  c o n s u lta t io n  w ith

9 th e  E a r th q u a k e  In su ra n c e  a n d  R e in s u ra n c e  A d v iso ry

10 C o m m itte e , th e  D ire c to r  sh a ll e s ta b lish , b y  re g u la tio n , th e

11 g e n e ra l te rm s  a n d  co n d itio n s  o f  in s u ra b i l i ty  fo r  p ro p e r tie s

12 e lig ib le  fo r re s id e n tia l p ro p e r ty  in s u ra n c e  co v erag e  u n d e r

13 se c tio n  2 2 2 . S u ch  re g u la tio n s  sh a ll m e e t th e  re q u ire m e n ts

14 o f  th is  se c tio n  a n d  m ay  in c lu d e —

15 “ (1 ) th e  ty p e  a n d  lo c a tio n a l c la s s if ic a tio n  o f

16 su c h  elig ib le  p ro p e rtie s ;

17 “ (2 ) th e  n a tu re  o f  d a m a g e  t h a t  m a y  be covered

18 b y  su c h  in su ra n c e ;

19 “ (3 ) a p p ro p r ia te  m in im u m  p re m iu m s;

2 0  “ (4 ) a p p ro p r ia te  lo ss -d e d u c tib le s  in c lu d in g  v a ri-

21 ab le  d e d u c tib le s  b a sed  on  th e  e x is te n ce  o f  lo ss-red u c-

22 in g  m e a s u re s  th a t  a ffe c t th e  r is k  o f  loss;

2 3  “ (5 ) a p p ro p r ia te  l im its  o n  co v erag e  fo r  each

2 4  c la s s if ic a tio n  o f  elig ib le p ro p e r tie s ;
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1 “ (6) a p p ro p r ia te  m in im u m  co v erag e  a m o u n ts

2 p u r s u a n t  to  sec tio n  2 0 6 (a )  fo r  e a ch  c la ss if ic a tio n  o f

3 e lig ib le  p ro p e r tie s , w h ich  m a y  n o t be le ss  th a n  th e

4 o u ts ta n d in g  p r in c ip a l b a la n c e  o f th e  m o rtg a g e  lo an

5 s e c u r in g  th e  p ro p e r ty  o r  th e  m a x im u m  coverage

6 l im it fo r  th e  p ro p e r ty  u n d e r  p a r a g r a p h  (5 ), w hich-

7 ev e r is  less; a n d

8 “ (7 ) a n y  o th e r  te rm s  a n d  lim ita t io n s  re la t in g  to

9 su c h  re s id e n tia l p ro p e r ty  in s u ra n c e  co v erag e  th a t

10 m a y  be  n e c e s s a iy  to  c a r ry  o u t  th e  p u rp o se s  o f  th is

11 s u b ti t le .

12 “ (b) L i m it a t io n s .— E a r th q u a k e  co v erag e  u n d e r  th is

13 s u b ti t le  sh a ll co ver a n y  d a m a g e  to  co v ered  e lig ib le  p ro p e r ty

14 p ro x im a te ly  c a u se d  b y  a n  e a r th q u a k e  a n d  sh a ll in c lu d e

15 co v erag e  fo r  d e b ris  rem o v al a n d  a d d it io n a l liv in g  ex p en ses

16 in c u r r e d  a s  a  r e s u l t  o f  d i r e c t  d a m a g e  to  th e  p re m ise s  b y

17 e a r th q u a k e . T h e  co verage  sh a ll n o t  in c lu d e  coverage  fo r

18 a n y  f ire s  a s so c ia te d  w ith  a n  e a r th q u a k e .

19 “ (c) E l i g i b i l i t y  o f  C o v e r a g e .— A n y  p r iv a te  in -

20 s u r e r  is s u in g  re s id e n tia l  p ro p e r ty  in s u ra n c e  coverage  in

21 e a r th q u a k e -p ro n e  S ta te s  m a y  p ro v id e  th e  co v erag e  u n d e r

22 th is  s u b ti t le , o n  b e h a lf  o f  th e  F e d e ra l  G o v e rn m e n t, to  res i-

23  d e n tia l  p ro p e r ty  p o licy h o ld ers  o f  th e  in s u re r . A n y  p r iv a te

2 4  in s u r e r  e le c tin g  to  p a r t ic ip a te  in  th e  P r im a r y  In su ra n c e

25  P ro g ra m  sh a ll  m ak e  co v erag e  av a ilab le  to  a ll re s id e n tia l

3 4
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1 p ro p e r ty  p o licy ho lders o f  th e  in s u r e r  in  e a r th q u a k e -p ro n e

2 S ta te s . A n y  p r iv a te  in s u r e r  e le c tin g  to  p u rc h a s e  th e  excess

3 re in s u ra n c e  co verage  p u r s u a n t  to  s u b ti t le  C sh a ll m ak e  th e

4 coverage  av a ilab le , on  b e h a lf  o f  th e  F e d e ra l  G o v e rn m en t,

5 o r  a t  e q u iv a le n t co verage  a n d  r a te s  on  th e i r  ow n behalf,

6 to  all re s id e n tia l  p ro p e r ty  p o licy h o ld ers  o f  th e  in su re r .

7 “SEC. 224. ESTABLISHMENT OF ACTUARIAL PREMIUM

8 RATES.

9 “ (a ) S t u d i e s  a n d  E s t a b l is h m e n t  o f  R a t e s .—

10 T h e  D ire c to r  m a y  u n d e r ta k e  a n d  c a r r y  o u t  su c h  s tu d ie s

11 a n d  in v e s tig a tio n s  a n d  receive a n d  e x c h a n g e  su ch  in fo rm a-

12 t io n  as m a y  b e  n e c e s sa ry  to  e s ta b lish , a n d  sh a ll fro m  tim e

13 to  tim e  e s ta b lish  a n d  p re sc r ib e , by  re g u la tio n , on  a  S ta te ,

14 te r r i to r ia l ,  o r  o th e r  a p p ro p r ia te  b a s is , a c tu a r ia l  p re m iu m

15 ra te s  fo r ty p e s  o f  c la sse s  o f  p ro p e r ty  e lig ib le  fo r  re s id e n tia l

16 p ro p e r ty  in s u ra n c e  co v erag e  a n d  th e  te rm s  a n d  co n d itio n s

17 u n d e r  w hich  su c h  r a te s  ap p ly .

18 “ (b) Ar r a n g e m e n t s  f o r  S e r v ic e s .— I n  c a rry in g

19 o u t  su c h  s tu d ie s , th e  D ire c to r  sh a ll c o n su lt  w ith  th e

20  E a r th q u a k e  L o ss  M itig a tio n  A d v iso ry  C o m m itte e  a n d  th e

2 1 E a r th q u a k e  In s u ra n c e  a n d  R e in s u ra n c e  A d v iso ry  C om m it-

22 te e  a n d  m a y  e n te r  in to  c o n tra c ts , a g re e m e n ts , o r  o th e r  a r-

23  ra n g e m e n ts  to  u tiliz e  th e  se rv ices  o f  th e  U n ite d  S ta te s  G e-

24  ological S u rv e y  a n d  o th e r  re le v a n t F e d e ra l ,  S ta te ,  an d

25 local g o v e rn m e n ta l ag en c ie s , a n d  o th e r  p e rso n s .
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1 “ (c) C o n s i d e r a t io n s .— T he D ire c to r  shall e s ta b lis h

2 a c tu a r ia l  r a te s  u n d e r  th is  sec tio n  b a se d  on—

3 “ (1) c o n s id e ra tio n s  o f  th e  r isk s  involved ,

4 in c lu d in g —

5 “ (A ) th e  se v e rity  a n d  fre q u e n c y  o f e a r th -

6 q u a k e s  b y  se ism ic  zone a n d  S ta te s  in  w hich  th e

7 in s u re d  p ro p e r ty  is lo ca ted , in c lu d in g  know n

8 d if fe re n c e s  in  r is k s  fro m  ac tiv e  fa u lts  a n d

9  k n o w n  s u sc e p tib ili ty  to  lan d s lid e , s ite  am p lifi-

10 c a tio n , a n d  liq u e fac tio n ;

11 “ (B ) th e  v a lu e  o f  th e  in s u re d  p ro p e rty ;

12 “ (C ) th e  ag e  o f  th e  s t r u c tu r e s  lo ca ted  on

13 th e  in s u re d  p ro p e rty ;

14 “ (D ) th e  c o n s tru c t io n  ty p e  o f th e  s t ru c -

15 tu r e s  lo c a te d  o n  th e  in su re d  p ro p e rty , in c lu d in g

16 w o o d fram e , m a so n ry , a n d  m a so n ry  veneer;

17 “ (E )  th e  a rc h i te c tu r a l  ty p e  o f  th e  s t ru c -

18 tu r e s  lo ca ted  on  th e  in su re d  p ro p e rty , in c lu d in g

19 so f t first, floor, box  c o n s tru c t io n , an d  sp lit level;

0 “ (F )  e a r th q u a k e  lo ss -re d u c tio n  m e a su re s ,

21 in c lu d in g  m e a s u re s  d e sc r ib e d  in  sec tio n  2 0 3 ,

22 fo llow ed in th e  c o n s tru c t io n  o r  su b s e q u e n t re t -

23  ro f i t t in g  o f  re s id e n tia l  p ro p e r ty  s t ru c tu re s ;  a n d

24  “ (G ) a n y  o th e r  re le v a n t c r i te r ia ;  a n d
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1 “ (2) a p p lic a tio n  o f  a c c e p te d  a c tu a r ia l a n d  ra te -

2 m a k in g  p r in c ip le s  t h a t  re f le c t th e  r is k s  invo lved , an -

3 tic ip a te d  in s u ra n c e  re la te d  a d m in is tra tiv e  a n d  oper-

4 a t in g  c o s ts  a n d  loss a n d  lo s s -a d ju s tm e n t ex p en se

5 p a y m e n ts , a n d  p ro v id e  fo r  a d e q u a te  reserv es.

6 “ (d ) L i m i t a t i o n . — A n y  ra te  c la ss if ic a tio n  sy s te m

7 u sed  by th e  D ire c to r  to  e s ta b lish  a c tu a r ia l  r a te s  u n d e r  th is

8 sec tio n  sh a ll  be co s t-e ffec tiv e  a n d  sh a ll n o t  im po se  co s ts

9  for th e  in it ia l  e s ta b l is h m e n t o r  th e  s u b s e q u e n t a d m in is tr a -  

10 tion  o f th e  r a t e  p la n  t h a t  a r e  d is p ro p o r tio n a te  to  th e  size 

i 1 o f  th e  in s u ra n c e  p re m iu m s .

12 “SEC. 225. CHARGEABLE PREMIUM RATES.

13 “ (a ) E s t a b l i s h m e n t .— O n th e  b a s is  o f a c tu a r ia l

14 r a te s  e s ta b lish e d  u n d e r  se c tio n  2 2 4  a n d  su c h  o th e r  in fo r-

15 m a tio n  a s  m a y  be n e c e s sa ry , th e  D ire c to r  shall fro m  tim e

16 to  tim e , a n d  a f t e r  c o n s u lta t io n  w ith  th e  E a r th q u a k e  L o ss

17 M itig a tio n  A d v iso ry  C o m m itte e  a n d  th e  E a r th q u a k e  In -

18 su ra n c e  a n d  R e in s u ra n c e  A d v iso ry  C o m m ittee , e s ta b l is h

19 an d  p re sc r ib e , b y  r e g u la tio n —

20 “ (1) c h a rg e a b le  p re m iu m  r a t e s  fo r a n y  ty p e s

21 a n d  c la s se s  o f  p ro p e r t ie s  e lig ib le  fo r  e a r th q u a k e  cov-

22 e ra g e ; a n d
i

23 “ (2 )  th e  te rm s  a n d  c o n d itio n s  u n d e r  w hich  su ch

24 ra te s  sh a ll ap p ly .
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1 “ (b) M in im iz a t io n  o f  C r o s s -S u b s id iz a t io n .— T o

2 th e  m ax im u m  e x te n t p ra c tic a b le , su c h  c h a rg e a b le  ra te s

3 sh a ll be a c tu a r ia l  r a te s  over a n  e x te n d e d  p e rio d  o f tim e

4 a n d  sh a ll r e s u lt  in a  m in im u m  o f  c ro ss -su b s id iz a tio n  by

5 re a so n a b ly  re f le c tin g  th e  risk  o f  d a m a g in g  e a r th q u a k e s  in

6 to ta l  a n d  fo r  each  su b c la s s if ic a tio n  o f p o licy ho lders. In  se t-

7 t in g  a n d  a d ju s t in g  c h a rg e a b le  r a t e s  u n d e r  th is  sec tio n , th e

8 D ire c to r  sh a ll p ro v id e  th a t ,  o v e r a n  ex ten d ed  p e rio d  of

9 tim e , ex p ec ted  e x p e n d itu re s  f ro m  th e  In s u ra n c e  F u n d

10 u n d e r  se c tio n  ‘2 2 8 (c )  do n o t exceed  ex p ec ted  re c e ip ts  o f

11 th e  F u n d  u n d e r  se c tio n  2 2 8 (b ).

12 “ (c) L o w - I n c o m e  R a t e s  a n d  M i t i g a t i o n  I n c e n -

13 t i y e s .— T he D ire c to r  m ay , p u r s u a n t  to  th e  p la n  o f o p er-

14 a tio n  u n d e r  se c tio n  2 2 1 , e s ta b lish  c h a rg e a b le  r a te s  u n d e r

15 th is  se c tio n  fo r (1) re s id e n tia l p r o p e r ty  o ccup ied  by  low-

16 incom e re s id e n ts , a n d  (2) re s id e n tia l p ro p e r tie s  d e sc rib ed

17 in  se c tio n  2 2 6 (4 ) , t h a t  a re  less th a n  th e  a c tu a r ia l  r a te s

18 e s ta b lish e d  u n d e r  se c tio n  2 2 4 , b u t  o n ly  to  th e  e x te n t  t h a t

19 su c h  r a te s  do n o t p re v e n t co m p lian ce  w ith  th e  la s t  sen -

20 ten ee  o f  su b se c tio n  (b ).

2 1 "SEC. 226. INSURANCE MITIGATION INCENTIVES.

2 2  “ In  c a r ry in g  o u t th e  P r im a r y  In s u ra n c e  P ro g ra m

2 3  u n d e r  th is  su b ti t le  p u r s u a n t  to  th e  p la n  o f o p e ra tio n , th e

2 4  D ire c to r  sh a ll p ro v id e  fo r th e  fo llow ing  in su ra n c e  m itig a -

2 5  tio n  incen tives:
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1 “ (1) C h a rg in g  low er d e d u c tib le  a m o u n ts  fo r a n y

2 re s id e n tia l p ro p e r ty  m e e tin g  th e  se ism ic  b u ild in g

3 s ta n d a rd s : u n d e r  th e  lo s s - re d u c tio n  c r i te r ia .

4 ‘‘(2) R e q u ir in g  u n d e r  e a r th q u a k e  co verage  th a t

5  re p a ir s  to  re s id e n tia l  p ro p e r ty  s u s ta in in g  e a r th q u a k e

6 d a m a g e  in  excess o f  th e  d e d u c tib le  in c lu d e , a t  a  m in-

7 im u m , a n c h o r in g  th e  dw elling  to  th e  fo u n d a tio n  a n d

8 th e  a d d it io n  o f  b ra c in g  to  c r ip p le  w alls .

9  “ (3 ) R e q u ir in g  u n d e r  e a r th q u a k e  co v erag e  th a t

10 re s id e n tia l p ro p e r ty  su ffe r in g  d a m a g e  in  a n  a m o u n t

11 g r e a te r  th a n  5 0  p e rc e n t th e  re p la c e m e n t v a lu e  o f th e

12 p ro p e r ty  sh a ll be  re b u il t  to  a t  le a s t  th e  m in im u m

13 s ta n d a r d s  u n d e r  th e  lo s s - re d u c tio n  c r i te r ia  u n d e r

14 se c tio n  2 0 3  a n d  ap p licab le  to  S f

15 “ (4 ) C h a rg in g  low er p r .  o r  d e d u c tib le

16 a m o u n ts  fo r  a n y  re s id e n tia l p r o p e r ty  lo ca ted  in a

17 se ism ic  zo n e  in  a n  e a r th q u a k e -p ro n e  S ta te  th a t

18 p a sse s  a n  e a r th q u a k e  in sp e c tio n  t h a t  is  re q u ire d  a s

19 a  c o n d itio n  o f  sa le , p a id  fo r b y  th e  se lle r , a n d  m ee ts

2 0  th e  re q u ire m e n ts  o f  sec tio n  2 0 3 (b ) (2 ) (G ) .

21 "SEC. 227. EARTHQUAKE INSURANCE AND REINSURANCE

2 2  ADVISORY COMMITTEE.

23  “ (a ) E s t a b l i s h m e n t .— T h ere  is e s ta b l is h e d  a n  inde-

2 4  p e n d e n t  a d v iso ry  co m m itte e  w ith in  th e  ex ecu tiv e  b ra n c h

25  to  be kn ow n a s  th e  E a r th q u a k e  I n s u r a n c e  a n d  R e in su r-
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1 an ce  A dv iso ry  C o m m itte e  (in  th is  se c tio n  re fe rre d  to  a s

2 th e  ‘C o m m itte e ’). T h e  C o m m itte e , i t s  m em b ers , a n d  its

3 fu n c tio n s  sh a ll b e  s e p a ra te  from  th e  N a tio n a l E a r th q u a k e

4  H a z a rd s  R e d u c tio n  P ro g ra m  A d v iso ry  C o m m ittee  e s ta b -

5 lished  u n d e r  se c tio n  103 a n d  th e  E a r th q u a k e  L o ss M itig a -

6 tion  A dvisory  C o m m itte e  e s ta b lish e d  u n d e r  section  2 0 2 .

7 T o  th e  e x te n t n o t c o n tra d ic te d  b y  th e  p ro v isio n s o f th is

8 se c tio n , th e  C o m m itte e  sh a ll be s u b je c t  to  th e  p ro v is io n s

9  o f  th e  F e d e ra l A d v iso ry  C o m m itte e  A c t.

10 “ (b) M e m b e r s h i p .—

11 “ (1) A p p o i n t e d  m e m b e r s .— T h e  C o m m ittee

12 sh a ll be co m p o sed  o f  5 m e m b e rs  a p p o in te d  b y  th e

13 P re s id e n t, b v  a n d  w ith  th e  ad v ice  a n d  co n se n t o f  th e/ %•

14 S en a te . T h e  m e m b e rs  sh a ll be  ch o se n  from  a m o n g

15 c itizen s o f  th e  U n ite d  S ta te s  a n d  sh a ll in c lud e—

16 (A ) 2  in d iv id u a ls  w ho re p re s e n t  th e  in te r -

17 e s ts  o f  p r iv a te  in su re rs ;

18 (B ) 1 in d iv id u a l w ho  re p re s e n ts  th e  in te r -

19 e s ts  o f  p r iv a te  re in s u re rs ;

20 (C ) 1 in d iv id u a l w ho re p re s e n ts  th e  in te r -

21 e s ts  o f  in s u ra n c e  a g e n ts ; a n d

22 (D ) 1 in d iv id u a l w ho is  a  S ta te  in su ra n c e

23 re g u la to r .

24  “ (2) E x  OFFICIO M E M B E R . — N o tw ith s ta n d in g

25 p a ra g ra p h  ( 1), th e  C h a irm a n  o f  th e  E a r th q u a k e
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1 L o ss  M itig a tio n  A d v iso ry  C o m m ittee  u n d e r  section

2 202 shall se rv e  a s  a n  ex  officio  m e m b e r of th e

3 E a r th q u a k e  In s u r a n c e  a n d  R e in s u ra n c e  A dvisory

4  C om m ittee .

5 “ (c) V a c a n c ie s .— A  v a c a n c y  in  th e  C om m ission  shall

6 be filled  in  th e  m a n n e r  in  w hich  th e  o r ig in a l a p p o in tm e n t

7  w as m ade .

8 “ (d ) C h a i r m a n .— T h e  P re s id e n t  sh a ll d e sig n a te  a

9 c h a irm a n  o f th e  C o m m itte e  fro m  a m o n g  m e m b e rs  selected

10 fo r  a p p o in tm e n t to  th e  C o m m ittee .

11 “ (e) S e l e c t io n .— N o t la te r  th a n  180  d a y s  a f te r  th e

12 d a te  o f th e  e n a c tm e n t o f  th e  E a r th q u a k e  H a z a r d  R educ-

13 tio n  A m en d m en ts  A c t, th e  P re s id e n t  sh a ll s u b m it to  th e

14 S e n a te  n o m in a tio n s  f o r  a p p o in tm e n t to  th e  C om m ittee .

15 “ (f) F u n c t io n s  o f  t h e  C o m m it t e e .— T he C om m it-

16 te e  sh a ll review  th e  d r a f t  p la n  o f  o p e ra tio n  es tab lish ed

17 u n d e r  se c tio n  221 . W ith in  120  d a y s  a f te r  rece iv in g  th e

18 d r a f t  p la n  o f  o p e ra tio n , th e  C o m m itte e  sh a ll s u b m it to  the

19 D ire c to r  w r it te n  c o m m e n ts  a n d  re c o m m e n d a tio n s  for any

2 0  c h a n g e s  to  th e  p lan . A f te r  fin a l re g u la tio n s  e s tab lish in g

21 th e  p la n  o f  o p e ra tio n  h a v e  b een  is su e d , th e  C om m ittee

22 sh a ll s u b m it a  w r itte n  r e p o r t  n o t le ss  th a n  on ce every  180

23  d a y s  to  th e  D ire c to r  a n d  th e  C o n g re ss  e v a lu a tin g  th e  oper-

2 4  a tio n  o f  th e  F e d e ra l e a r th q u a k e  in s u ra n c e  a n d  re in su ra n c e

2 5  p ro g ra m s  u n d e r  th is  t i t l e  a n d  m a k in g  rec o m m e n d a tio n s
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1 fo r  a n y  a c tio n s  r e la t in g  to  su ch  p ro g ra m s . T h e  C o m m ittee

2 s h a ll  re s p o n d  a s  so o n  a s  p ra c tic a b le  to  a ll r e q u e s ts  o f  th e

3 D ir e c to r  m a d e  p u r s u a n t  to  su b s e c tio n  (g ) o r  sec tio n

4  2 2 1 (e ) (4 ) (C ) .

5 “ (g) R e s p o n s i b i l i t i e s  o f  t h e  D i r e c t o r .— T he

6 D ir e c to r  sh a ll fu lly  c o o p e ra te  w ith  th e  C o m m itte e  a n d  p rc -

7 v id e  th e  C o m m itte e  w ith  access  to  p e rs o n n e l a n d  in fo rm a -

8 t io n  a s  th e  C o m m itte e  co n s id e rs  n e c e s s a ry  to  c a r ry  o u t

9  i t s  fu n c tio n s . T h e  D ire c to r  sh a ll r e q u e s t  c o m m e n ts  fro m

10 th e  C o m m itte e  on  a n y  q u e s tio n s  r e g a r d in g  o p e ra tio n  o f

11 th e  F e d e ra l  e a r th q u a k e  in su ra n c e  a n d  re in s u ra n c e  p ro -

12 g r a m s  e s ta b lish e d  u n d e r  th is  title .

13 “SEC. 228. RESIDENTIAL PROPERTY INSURANCE FUND.

14 “ (a ) E s t a b l i s h m e n t .— T here  is  e s ta b l is h e d  in  th o

15 T r e a s u r y  o f  th e  U n ite d  S ta te s  th e  R e s id e n t ia l  P ro p e rty

16 I n s u r a n c e  F u n d  fo r  th e  p u rp o se  o f c a r r y in g  o u t  th e  P r i-

17 m a r y  In s u ra n c e  P ro g ra m  u n d e r  th is  s u b ti t le .

18 “ (b) C r e d i t s  o f  F u n d .— T he I n s u r a n c e  F u n d  sh a ll

19 b e  c re d ite d  w ith —

20  “ (1 ) in s u ra n c e  p re m iu m s  rece iv ed  b y  th e  D irec-

21 to r  u n d e r  th e  P r im a r y  In s u ra n c e  P r o g r a m  (le ss  a n y

22 a m o u n ts  c re d ite d  to  th e  S e lf -S u s ta in in g  M itig a tio n

23 F u n d  u n d e r  se c tio n  2 0 4 )  a n d  in te r e s t  e a rn e d  on p re -

24  m iu m s, a s  p ro v id ed  in  su b sec tio n  (e) o f  th is  sec tio n ;

25 “ (2 ) a n y  a m o u n ts  bo rro w ed  u n d e r  s e c tio n  2 2 9 ;
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1 “ (3 ) a n y  a m o u n ts  a p p ro p r ia te d  to  th e  In su r -

2 an ce  F u n d ;  an d

3 “ (4 ) a n y  in te r e s t  e a rn e d  on  a m o u n ts  in vested

4  u n d e r  su b se c tio n  (d ).

5 “ (c) U s e s  o f  F u n d .— Am o u n ts  in  th e  In s u ra n c e

6 F u n d  sh a ll be  av a ilab le  fo r—

7 “ (1 ) p a y m e n ts  fo r  lo sses  a n d  lo ss  a d ju s tm e n t

8 ex p en ses  u n d e r  su b se c tio n  (f);

9  “ (2) p a y m e n ts  fo r  in s u ra n c e  c o m p a n y  ex pen se

10 a llo w an ces p a id  ( in c lu d in g  a g e n ts ’ co m m iss io n s,

11 S ta te  p re m iu m  ta x e s , a n d  c o m p a n ie s ’ a d m in is tr a t io n

12 ex p en ses);

13 “ (3 ) a d m in is tr a t iv e  ex p en ses  o f  th e  P r im a r y  In -

14 s u ra n c e  P ro g ra m ; a n d

15 “ (4) in te r e s t  p a y m e n ts  on  a m o u n ts  bo rro w ed

16 u n d e r  se c tio n  2 2 9  fo r  a d d it io n a l lo sses, i f  an y .

17 “ (d ) I n v e s t m e n t  o f  A m o u n t s .— T h e  D ire c to r  m ay

18 re q u e s t  th e  S e c re ta ry  o f  T r e a s u r y  to  in v e s t a n y  a m o u n t

19 in  th e  R e s id e n tia l P r o p e r ty  In s u ra n c e  F u n d  in  o b lig a tio n s

2 0  is su e d  o r  g u a ra n te e d  b y  th e  U n ite d  S ta te s ,  a s  th e  D ire c to r

21 c o n s id e rs  a p p ro p r ia te .

2 2  “ (e) I n s u r a n c e  P a y m e n t s  t o  F u n d .— P riv a te  in-

2 3  s u re r s  is su in g  e a r th q u a k e  a n d  vo lcan ic  e ru p tio n  in su ra n c e

2 4  co v erag e  sh a ll re m it  th e  p re m iu m s  co llec ted , le ss  th e  in su r-

2 5  e r s ’ e x p en se  a llo w an ces  (a s  p ro v id ed  fo r  in  th e  p la n  o f  op-
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1 e ra t io n ) ,  to  th e  D ire c to r  on  a  q u a r te r ly  b a s is  3 0  d a y s  a f te r

2 th e  e n d  o f  th e  q u a r te r ,  a c c o rd in g  to  th e  p ro c e d u re s  p re-

3 sc rib e d  in th e  p la n  o f  o p e ra tio n . S u c h  p r iv a te  in s u re rs

4  sh a ll m a in ta in  a  s e p a ra te , in te re s t-b e a r in g  a c c o u n t fo r th e

5 p re m iu m s  to  be  su b m itte d  to  th e  D ire c to r . T h e  in te re s t

6 co llec ted  on  th is  a c c o u n t sh a ll be fo rw a rd e d  to  th e  R csi-

7  d e n tia l  P ro p e r ty  In s u ra n c e  F u n d  w ith  th e  p re m iu m s  on

8 a  q u a r te r ly  b a s is .

9  “ (f) R e im b u r s e m e n t  o f  I n s u r e r s .—

10 “ (1 ) R e q u i r e m e n t  a n d  p r o c e d u r e .— T he

11 D ire c to r  sh a ll re im b u rs e  p r iv a te  in s u re rs  p ro v id in g

12 e a r th q u a k e  in su ra n c e  co v erag e  p u r s u a n t  to  th is  sub-

13 t i t le  fro m  a m o u n ts  m a d e  av a ilab le  fro m  th e  In su r -

14 a n c e  F u n d . R e im b u rse m e n t fo r a ll c la im  p a y m e n ts

15 u p  to  a n d  in c lu d in g  th e  po licy  lim its  o f  co v erag e  a n d

16 fo r  a ll loss a d ju s tm e n t  ex p en ses  p a id  a s  a  re s u lt  o f

17 e a r th q u a k e  sh a ll be  m a d e  a s  follows:

18 “ (A ) T h e  D ire c to r  sh a ll re im b u rse  in su re rs

19 fo r  a ll c la im  p a y m e n ts  a n d  lo ss a d ju s tm e n t  ex-

2 0  p e n se  p a y m e n ts  m a d e  p u r s u a n t  to  th e  F e d e ra l

21 G o v e rn m e n t’s  o b lig a tio n s . T o  th e  e x te n t th a t

22 re im b u rs e m e n t is  o b ta in e d  b y  p r iv a te  in s u re rs

2 3  fo r  lo sse s  a lso  co vered  u n d e r  th e  E x cess  R ein-

2 4  s u ra n c e  P ro g ra m , th e  in s u r e r  sh a ll re im b u rse
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1 th e  R e s id e n tia l P ro p e r ty  In s u ra n c e  F u n d  ac-

2 co rd ing lv .

3 “ (B ) I f  th e  g ro s s  re im b u rs e m e n ts  exceed

4 a m o u n ts  av a ilab le  in  th e  R e s id e n tia l P ro p e r ty

5 In s u ra n c e  F u n d , a  c o m b in a tio n  o f  a m o u n ts  bo r-

6 row ed fro m  th e  in d u s t r y  u n d e r  s u b p a ra g ra p h

7 (C ) a n d  a m o u n ts  b o rro w ed  fro m  th e  T re a s u ry

8 o f  th e  U n ite d  S ta te s  u n d e r  se c tio n  2 2 9  shall

9  co ver th e  a d d itio n a l lo sses.

10 “ (C ) T h e  in d u s t iy  s h a re  u n d e r  s u b p a ra -

11 g ra p h  (B ) sh a ll be  e q u iv a le n t to  10 p e rc e n t o f

12 th e  a d d itio n a l lo sses. P r iv a te  in s u r e r s  is su in g

13 e a r th q u a k e  co v erag e  sh a ll be  a s s e s s e d  fo r  th e

14 in d u s try  p a r t ic ip a t io n  in  th e  a d d it io n a l lo sses

15 b a sed  u p o n  th e  p ro p o r tio n  th a t  e a c h  in s u re r ’s

16 w r it te n  p re m iu m s  fo r  th is  co v e rag e  in each

17 S ta te  in  w h ich  th e  e a r th q u a k e  e v e n ts  o c cu rred

18 b e a r  to  th e  to ta l  w r it te n  p re m iu m s  fo r  su ch  cov-

19 e ra g e  fro m  all in s u r e r s  in  e a ch  S ta t e  in w hich

20 th e  sa m e  e v e n ts  o c c u rre d , b a se d  o n  th e  m o st re-

21 c e n tly  p u b lish e d  a n n u a l  r e p o r t  o f  th e  F e d e ra l

2 2  E m e rg e n c y  M a n a g e m e n t A gen cy . A sse ssm e n ts

2 3  u n d e r  th is  s u b p a ra g ra p h  m a y  be  re in s u re d

2 4  u n d e r  s u b ti t le  C .
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1 “ (2) R e g u l a t i o n s . — T h e  D ire c to r  m ay  issue

2 re g u la tio n s  e s ta b l ish in g  th e  g e n e ra l m e th o d  o r  m e th -

3 o d s b y  w hich  p roved  a n d  ap p ro v ed  c la im s fo r  losses

4  m ay  be  a d ju s te d  an d  p a id  fo r d a m a g e s  covered  by

5 th e  e a r th q u a k e  co verage  issu ed  u n d e r  th is  su b ti tle .

6 T h e  c la im  p ra c tic e s  o f  th e  In s u ra n c e  F u n d  sh a ll be

7  su b je c t to  a n d  co n fo rm  w ith  a n y  ap p lic ab le  S ta te  in-

8 s u ra n c e  u n fa ir  t r a d e  p ra c tic e s  s t a tu te s .  J u d ic ia l  re-

9  view  o f  a  d ec ision  o f  th e  D ire c to r  r e g a rd in g  re im -

10 b u rs e m e n t o f  a  p r iv a te  in s u re r  sh a ll be av a ilab le

11 p u r s u a n t  to  se c tio n  221(d ),

12 “ (g) O b l i g a t i o n s . — All e a r th q u a k e  in s u ra n c e  cov-

13 e ra g e  p ro v id ed  th ro u g h  th e  P r im a ry  In s u ra n c e  P ro g ra m

14 u n d e r  th is  s u b ti t le  sh a ll c o n s t i tu te  o b lig a tio n s , in  acco rd -

15 an ce  w ith  th e  p ro v is io n s  o f  th is  su b ti tle , o f  th e  U n ite d

16 S ta te s .  T h e  full fa i th  a n d  c re d it  o f  th e  U n ite d  S ta te s  is

17 p ledg ed  fo r th e  fu ll p a y m e n t a n d  p e rfo rm a n c e  o f su c h  obli-

18 g a tio n s , su b je c t to  th e  p ro v is io n s o f su b se c tio n  ( f ) (1)(C ).

19 T h e  p r iv a te  in s u re r s  p a r t ic ip a t in g  in th e  p ro g ra m  sh a ll

20 b e a r  no  r is k  a n d  sh a ll a s su m e  no  lia b ility  fo r th e  e a r th -

21 q u a k e  co v erag e  p ro v id ed  th ro u g h  th e  p ro g ra m  ex cep t a s

22 p ro v ided  in  su b se c tio n  ( f ) (1)(C ).

23  “ (h ) S t a t u s  o p  F u n d .— An y  p re m iu m s  co llec ted  fo r

2 4  d e p o s it in  th e  In s u ra n c e  F u n d  sh a ll be e x e m p t from  all

2 5  ta x a tio n  now  o r  h e re a f te r  im p o sed  by  th e  U n ite d  S ta te s ,
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1 b y  a n y  te r r i to ry ,  d e p e n d e n c y  o r  p o sse ss io n  th e re o f , o r  by

2 th e  S ta te ,  c o u n ty , m u n ic ip a lity , o r  local ta x in g  a u th o r ity ,

3 ex cep t t h a t  th e  in s u ra n c e  po lic ies is su e d  by o r  in  co ryu nc-

4  tio n  w ith  th e  F e d e ra l  G o v e rn m e n t p u r s u a n t  to  th is  t i t le

5 sh a ll be s u b je c t, w h e re  ap p licab le , to  S ta te  in s u ra n c e  p re-

6 m iu m  tax es .

7 “SEC. 229. BORROWING FROM TREASURY.

8 “ (a) A u t h o r i t y . — T o  th e  e x te n t  t h a t  th e  ac c u m u -

9 la te d  a s s e ts , in c lu d in g  a n y  r e tu r n  on  in v e s tm e n ts , in  th e

10 R e s id e n tia l P ro p e r ty  In s u ra n c e  F u n d  a re  in su f f ic ie n t to

11 p a y  c la im s a n d  ex p en ses , th e  D ire c to r  sh a ll is su e , fro m

12 tim e  to  tim e , to  th e  S e c re ta ry  o f  th e  T re a s u ry , n o te s  a n d

13 o th e r  o b lig a tio n s  to  co ver th e  in su ffic ien cy ; e x c e p t t h a t  th e

14 a m o u n ts  o f  su c h  o b lig a tio n s  o u ts ta n d in g  a t  a n y  one tim e

15 sh a ll  n o t exceed—

16 “ (1 ) $ 2 5 ,0 0 0 ,0 0 0 ,0 0 0  (o r  su c h  g r e a te r  a m o u n t

17 a s  m a y  b e  a p p ro v e d  b y  th e  P re s id e n t) ;  a n d

18 “ (2 ) su c h  s u m s  a s  th e  C o n g re s s  m a y  p rov ide

19 a c t in g  u p o n  th e  re c o m m e n d a tio n  o f  th e  D ire c to r .

2 0  “ (b) I n t e r e s t  R a t e .— O b lig a tio n s  u n d e r  su b se c tio n

21 (a )  sh a ll b e a r  in te r e s t  a t  a  r a te  d e te rm in e d  b y  th e  Sec-

22  r e t a r y  o f  th e  T re a s u ry , ta k in g  in to  c o n s id e ra tio n  th e  cu r-

23  r e n t  a v e ra g e  m a rk e t  y ie ld  on  o u ts ta n d in g  m a rk e ta b le  obli-

2 4  g a t io n s  o f  th e  U n ite d  S ta te s  o f  c o m p a ra b le  m a tu r i t ie s .

4 7
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1 “ (c) D e p o s i t s .— A n y  a m o u n ts  b o rro w ed  b y  th e  D i-

2  re c to r  u n d e r  th is  se c tio n  sh a ll be d e p o s ite d  in  th e  R esid en -

3 t ia l  P ro p e r ty  In s u ra n c e  F u n d .

4  “ (d) R e p a y m e n t .— A n y  a m o u n ts  b o rro w e d  u n d e r

5 th is  se c tio n  sh a ll be  reco u p ed , in c lu d in g  in te r e s t  on  th e

6 b o rro w ed  fu n d s , in  fu tu re  c h a rg e a b le  r a te s  fo r  e a r th q u a k e

7 co verage  p u r s u a n t  to  th e  p la n  o f  o p e ra tio n . T h e  S e c re ta iy

8 o f  th e  T r e a s u r y  sh a ll lib e ra lly  g r a n t  e x te n s io n s  in  rep ay -

9  m e n t  sc h e d u le s  th a t  th e  D ire c to r  a d v is e s  th e  S e c re ta ry  a re

10 n e c e ssa ry .

11 “ S u b t i t l e  C — N a t i o n a l  E a r t h q u a k e

12 E x c e s s  L o s s  R e i n s u r a n c e  P r o g r a m

13 “SEC. 241. REINSURANCE PROGRAM

14 “ (a ) A v a il a b il it y .—

15 “ (1 ) I n i t i a l .— U po n  th e  is su a n c e  o f f in a l re g u -

16 la t io n s  e s ta b lis h in g  th e  p la n  o f  o p e ra tio n  u n d e r  sec-

17 tio n  2 2 1 , th e  D ire c to r  sh a ll m a k e  av a ilab le , to  a n y

18 p r iv a te  in s u r e r  p a r t ic ip a t in g  in  th e  P r im a r y  In s u r -

19 a n c e  P ro g ra m  u n d e r  s u b ti t le  B  o r  a n y  p r iv a te  re in -

20 s u r e r  w h ich  re in s u re s  a n y  su c h  p r iv a te  in s u re r , ex-

21 cess re in s u ra n c e  co verage  fo r  d i re c t  a n d  in d ire c t

22 lo sses t h a t  a re  n o t  e lig ib le  fo r in s u ra n c e  coverage

23  u n d e r  s u b ti t le  B  a n d  a r is e  fro m  a n  e a r th q u a k e .

2 4  “ (2 ) E x p a n d e d .— U p o n  th e  e x p ira tio n  o f  th e

2 5  2-y e a r  p e rio d  b e g in n in g  u p o n  is su a n c e  o f  th e  reg u la -
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1 tio n s  re fe r re d  to  in p a r a g ra p h  (1 ) , th e  D ire c to r  shall

2 m ak e  av a ilab le , to  a n y  p r iv a te  in s u r e r  o r  p r iv a te  re-

3 in su re r , excess re in s u ra n c e  co v erag e  fo r  d ire c t  a n d

4  in d ire c t lo sses  t h a t  a re  n o t  e lig ib le  fo r  in su ra n c e  cov-

5 e ra g e  u n d e r  s u b ti t le  B  a n d  a r is e  fro m  a n  e a r th -

6 q u ak e . iVny p r iv a te  in s u r e r  o r  r e in s u re r  p a r t ic ip a t in g

7  in  th e  P r im a ry  In s u ra n c e  P ro g ra m  u n d e r  s u b ti t le  B

8 sh a ll p u rc h a s e  th e  ex cess re in s u ra n c e  co v erag e  u n d e r

9 th is  su b ti tle .

10 “ (b) L ia b il it y .— E x c ess  re in s u ra n c e  u n d e r  th is  sub-

11 t i t le  sh a ll be o ffe re d  a s  follow s:

12 “ (1 ) INDUSTRY.— T h e  R e in s u ra n c e  F u n d  shall

13 be liab le  w ith  re s p e c t  to  su c h  re in s u ra n c e  in th e

14 e v e n t o f  a n  e a r th q u a k e  a f te r ,  a s  d e te rm in e d  by  th e

15 D ire c to r , th e  in s u ra n c e  in d u s t iy  h a s  in c u r re d  losses

16 a n d  lo ss a d ju s tm e n t  ex p en ses  f ro m  th e  s in g le  ev en t

17 t h a t  a re  co vered  u n d e r  th e  lin es  s e t  fo r th  in  sec tio n

18 ‘2 4 2 (a )  a n d  t h a t  exceed  8 p e rc e n t  o f  th e  in d u s t iy

19 co u n try w id e  su b je c t  n e t  w r i t te n  p re m iu m .

2 0  “ (2 ) F e d e r a l  g o v e r n m e n t .— A f te r  th e  in su r-

21 an ce  in d u s try  h a s  s u s ta in e d  lo sses d e sc rib e d  in  p a ra -

2 2  g ra p h  (1), th e  F e d e ra l  G o v e rn m e n t sh a ll be liab le  to

2 3  a n  in d iv id u a l p r iv a te  in s u r e r  o r  p r iv a te  r e in s u re r  for

2 4  95  p e rc e n t o f  q u a lify in g  lo sses in  ex cess o f 8 p e rc e n t
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1 of the  p rivate  in su re r’s or p riva te  re in su re r’s coun-

2 tiyw ide su b jec t net w ritten  prem ium .

3 “ (c) Qu a l if y in g  L o s s e s — F or the  purposes of sub-

5 0

4 section (b), the  te rm  ‘qualifying losses’ m eans losses and

5 loss ad ju stm en t expenses incu rred  by a  p rivate  in su re r or

6 p riva te  re in su re r from  an  earth q u ak e  (including losses and

7 loss ad ju s tm en t expenses from  foreshocks and  aftershocks

8 a ttr ib u ta b le  to  th e  sam e event and  including sep ara te

9 ea rth q u ak es  occu rring  w ith in  a 12 m on th  period encom-

10 passing  the  even t described in subsection  (b)(1) whose in-

11 cu rred  losses an d  loss ad ju stm en t expenses exceed 2 per-

12 cen t o f th e  p riva te  in su re r’s o r private  re in su re r’s country-

13 wide sub jec t n e t w ritten  prem ium ), reduced—

14 “ (1) by any  collectible re insu rance  recoverable;

15 and

16 “ (2) by  a  fac to r for uncollectible re in su ran ce  re-

17 coverable de term ined  as follows:

18 “ (A) I f  the  percen tage of unrecoverable re-

19 in su ran ce  a ris ing  from  the event to  to ta l rein-

20  su rance  (o ther th an  earth q u ak e  excess catas-

21 trophe re in su ran ce  purchased  from  th e  F edera l

22 G overnm ent) w ith  respect to th e  event is over

23 0 p e rcen t b u t n o t over 5 percen t, 0 p e rcen t of

24 unrecoverable re insu rance .
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1 “ (B) If  the percen tage o f unrecoverable re-

2 insurance a ris ing  from  the even t to  to ta l rein-

3 su rancc  (o ther th an  ea rth q u ak e  excess catas-

4 trophe re in su ran ce  pu rchased  from  the F edera l

5 G overnm ent) w ith respec t to  the  event is over

6 5 percen t b u t not over 15 percen t, 33 .33  per-

7 cen t of unrecoverable re in su rance  over 5 per-

8 cen t b u t no t over 15 percent.

9 “ (C) I f  th e  percen tage  o f unrecoverable re-

10 in surance a ris in g  from  th e  even t to  to ta l rein-

11 su ranee  (o ther th an  ea rth q u ak e  excess catas-

12 trophe re in su rance  pu rchased  from  th e  F ed era l

13 G overnm ent) w ith  resp ec t to  th e  event is over

14 15 percen t b u t n o t over 25 percen t, the am oun t

15 determ ined  u n d e r su b p a ra g ra p h  (B) plus 66.66

16 p ercen t o f unrecoverable re in su ran ce  over 15

17 percen t b u t not over 25  percen t.

18 “ (D ) I f  the  percen tage  o f unrecoverable re-

19 in su rance  a ris in g  from  the event to  to ta l rein-

20 su ranee  (o th er th an  ea rth q u ak e  excess catas-

21 trophe re insu rance  p u rch ased  from  the F edera l

22 G overnm ent) w ith  resp ec t to  th e  event is over

23 25 percen t, the  am o u n t de term ined  u n d e r sub-

24 p a rag rap h  (C) plus 100 p e rcen t of unrecover-

25 able re in su ran ce  over 25 percen t.

5 1
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“ (d) Ot h e r  E l ig ib il it y .—

“ (1) I n g e n e r a l .— N otw ith s tan d in g  the  re ­

qu irem ents ot' subsections (1)) an d  (c), a  p rivate  in ­

su re r or p rivate  re in su re r shall be eligible for excess 

reinsurance coverage and re im bursem en t from  the 

Federal G overnm ent if the  in su re r or re in su re r has 

incurred losses, p r io r to  an y  re insu rance coverage, 

from a  single event th a t  a re  included in th e  lines 

covered in section  2 4 2 (a ) and  th a t  exceed 50 percen t 

o f th e ir countryw ide sub ject d irec t w ritten  prem ium  

or th e ir countryw ide sub jec t n e t w ritten  prem ium , 

w hichever is g rea te r.

“ (2) L ia b il it y .— A fte r  th e  p rivate  in su re r o r 

private re in su re r has su sta in ed  losses described in 

p a rag rap h  (1), the  F ederal G overnm ent shall be lia­

ble for 95 percen t o f qualify ing  losses, as defined in 

subsection (c), in excess o f 20  percen t of th e  private  

in su re r’s o r the  p rivate  re in su re r’s countryw ide su b ­

je c t ne t w ritten  prem ium .

“ (3) L im it a t io n  on ll a b il it y .— T he liability 

o f the  F ed e ra l G overnm ent u n d e r th is  subsection 

shall be lim ited to 200  percen t o f th e  private  in su r­

e r ’s countryw ide su b jec t d irec t n e t w ritten  prem ium  

and 600 percen t o f th e  private  re in su re r’s coun try ­

wide subject, assum ed net w ritten  prem ium . In  the



event a  com pany is bo th  a p riva te  in su re r and  a p r i­

vate re in su re r, th e  liability  lim its shall be 200 p e r­

cen t o f th e ir  su b jec t d irect n e t w ritten  prem ium  and  

000 percen t of th e ir  su b jec t assum ed  n e t w ritten  

prem ium . In trac o m p a n j' o r in tra g ro u p  re insu rance  

a rran g em en ts  o r co n trac ts  shall n o t be considered as 

re in su rance  in th e  calcu la tion  of in su ran ce  and  re in ­

su ran ce  subject d irec t o r su b jec t assum ed  n e t w rit­

ten prem ium  u n d e r th is  subsection .

“ (e) D efin itions.— F o r purposes o f th is  subtitle:

“ (1) T he te rm  ‘su b jec t assum ed  n e t w ritten  

p rem ium ’ m eans p rem iu m s received from  o th er in ­

su rance  com panies fo r re in su ran ce  less ceded re in ­

su rance , fo r all lines o f coverage listed  in section 

242.

“ (2) T he te rm  ‘sub jec t d irec t n e t w ritte n  p re ­

m ium ’ m eans th e  ag g reg a te  am o u n t of recorded 

o rig inated  p rem ium s, o th e r th a n  re in su ran ce , issued 

d u rin g  th e  y ea r w h e th er collected o r n o t a t  the  close 

of the  y e a r (plus re trospective  a u d it p rem ium  collec­

tions) a f te r  dedu cting  all re tu rn  p rem ium s an d  ceded 

re in su rance  prem ium s, for all lines of coverage listed 

in section  242.

“ (3) T he te rm  ‘su b jec t n e t w ritte n  p rem ium ’ 

m eans d irec t and  re in su ran ce  p rem ium s received by



1 p rivate  in su re rs  and  p rivate  re in su re rs , less pre-

2 m ium s paid for ceded re insu rance , fo r all lines of

3 coverage listed in section 242.

4 “ (4) T he te rm  ‘unrecoverable re in su ran ce’

5 m eans re insu rance  proceeds due and  payable in ac-

6 cordance w ith the  te rm s of the re in su ran ce  co n trac t

7 which a re  not paid  w ithin  12 m onths of the  due

8 date .

9 “SEC. 2 4 2 .  LINES OF INSURANCE.

10 “ (a) Co v e r e d  L i n e s — T he D irec to r shall provide

5 4

11 re in su rance  coverage to p rivate  in su re rs  for all of th e  fol-

12 lowing lines of insurance ap p earin g  in the  N ation a l Asso-

13 ciation  of In su ran ce  C om m issioners F ire  and  C asu a lty  An-

14 nual S ta te m e n t filed w ith th e  applicable S ta te  d ep a rtm en t

15 of insurance:

16 “ (1) F ire .

17 “ (2) Allied L ines.

18 “ (3) F a rm o w n er’s M ultiple Peril.

19 “ (4) H om eow ner’s M ultiple Peril.

20 “ (5) C om m ercial M ultiple Peril.

21 “ (6) .O cean M arine.

22 “ (7) In lan d  M arine.

23 “ (8) E a rth q u ak e .

24 “ (9) W orkers C om pensation .

25 “ (10) O th e r L iab ility .
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1 “ (11) A irc ra ft (All Perils).

2 “ (12) G lass.

3 “ (13) B u rg la ry  and  T heft.

4 “ (14) B oiler and  M achinery.

5 “ (15) R einsurance.

6 R einsurance coverage m u st be purchased  for all covered

7 lines of in surance and  in all affected seism ic ra tin g  zones

8 in earthq u ake-p rone  S ta te s  w ith the ra te s  for such cov-

9 erage se t by the  D irec to r, p u rsu a n t to section 243.

10 “ (b) O th e r Lines.— T he F ederal G overnm ent shall

11 provide re insu rance  coverage to private re in su re rs  for all

12 of the lines of in su ran ce  referred  to in subsection  (a) as

13 well as  o ther lines of in su rance  ap p earin g  in th e  N ational

14 A ssociation of In su ran ce  C om m issioners F ire  and  Cas-

15 ualt.y A nnual S ta tem en t, as determ ined  by th e  D irector

16 in the plan of operation  and  in consu lta tion  w ith  the

17 E a rth q u ak e  In su ran ce  and  R einsurance A dvisory Com m it-

18 tee.

1 9  “SEC. 243. RATES.

20 “ (a) E stab lishm en t.— T he D irec to r shall establish

21 the  ra te s  for th e  excess re insu rance  coverage and  ac(just

22 the ra te s  w hen necessary  u s in g  generally  accepted ac tuar-

23 ial principles. T o th e  m axim um  ex ten t p racticable, such

24 ra te s  shall be ac tu a ria l ra te s  which produce a  m inim um

25 degree of cross-subsid ization  over an  extended period of
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1 tim e con sis ten t w ith the  in frequency o f ca tastro p h ic  earth -

2 quakes. In  se ttin g  and  ad ju s tin g  th e  ra te s , th e  D irector

3 shall provide th a t, over an  extended period o f tim e, ex-

4 pected  expend itu res from  the R einsurance F u n d  under

5 section 245(c) do not exceed expected receip ts o f the  Rein-

6 su ranee  F u n d  u n d e r section 245(b).

7 “ (b) Considerations.— In se ttin g  o r ad ju s tin g  such

8 ra tes , th e  D irec to r shall also provide for a  m inim um  de-

9 gree of cross-subsid ization  am ong classes of re in su red s by

10 reasonably  reflec ting  the differences in risk  of an d  vulner-

11 ability  to  loss from  ea rth q u ak es th a t  would be sub ject to

12 p ay m en t from  the  R einsurance F u n d , by giving due eon-

13 sidera tio n  to the  following:

14 “ (1) T he prem ium  volum e o f th e  re in su red  by

15 line of in su rance  u n d e r section 242(a) by seism ic

16 zone or S ta te  in which the  risks in su red  o r re insu red

17 by th e  re in su red  are  located.

18 “ (2) T he proportion  o f th e  to ta l expected

19 am o u n t o f paym ents for qualify ing  losses and  loss

20  ad ju s tm en t expenses by line of in su ran ce  u n d e r sec-

21 tion 2 4 2 (a ) by seism ic zone o r S ta te  expected for

22 each re insu red .

23 “ (c) Lim itation.— A ny ra te  classification  system

24 used by th e  D irec to r u n d e r th is  section shall be cost-effec-

25 tive an d  shall no t im pose costs for th e  in itia l estab lishm en t

5 6

• H R  2 8 0 6  s c



1

9

3

4

5

6

7

8

9

10

11

12
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15

16

17

18

19

20

21

22

23

24

25

or th e  subsequen t adm in istra tio n  o f th e  ra tin g  p lan  th a t 

a re  d isp roportionate  to th e  size of the  prem ium s.

“ (d) Q ua rte ly  Payment.— P rem ium s paid  to the 

R einsurance F u n d  for re insu rance  coverage u n d e r th is 

su b title  shall be paid on a  q u a rte rly  basis and shall be 

accum ulated  in the R einsurance F u n d , to be m anaged 

p u rsu a n t to section 245.

“SEC. 244. REINSURANCE CONTRACTS.

•‘(a) Terms.— T he re in su ran ce  co n trac ts  issued by 

the  F edera l G overnm ent p u rsu a n t to  th is  su b title  shall 

con tain  te rm s and  conditions sim ilar to  those generally  

used in p rivate  ca tas tro p h ic  re in su ran ce  con trac ts .

“ (b) Ju d ic ia l Review.— Ju d ic ia l review of a deci­

sion of the D irec to r reg ard in g  paym en t of claim s shall be 

m ade available p u rsu a n t to  section 2 2 1 (d ).

“ (c) Obligations.— All re in su ran ce  co n trac ts  issued 

u n d e r th is  su b title  shall co n s titu te  obligations, in accord­

ance w ith  th e  te rm s of such  re in su rance , of the  U nited 

S ta te s . T he full fa ith  and  credit of the  U nited  S ta te s  is 

pledged for th e  full p aym en t and perform ance of such obli­

gations.

“ (d) S ing le E n titie s .— A ny p rivate  in su rance  and 

re in su rance  com panies u n d e r the  sam e ow nership o r m an­

agem ent, as de term ined  u n d e r the p lan  of operation , shall 

be considered  a  single e n tity  for purposes of th is  subtitle.

5 7
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1 “SEC. 245. REINSURANCE FUND.

2 ‘‘(a) E s t a b l is h m e n t .— T here is established in the

3 T reasu ry  of the U n ited  S ta te s  the  R einsurance F u n d  for

4 the purposes of carry ing  o u t the  excess loss re insurance

5 p rogram  u nd er th is  subtitle .

6 “ (b) C red its  o f Fund.— The R einsurance F u n d

7 shall he credited  w ith—

8 “ (1) an y  re insu rance  prem ium s received by the

9 D irec to r u n d e r  th e  excess loss re insu rance program ;

10 “ (2) an y  am oun ts borrow ed u n d e r section 246;

11 and

12 “ (3) an y  am oun ts earned  u n d e r subsection (d).

13 “ (c) Use o f Fund— T he R einsurance F u n d  shall be

14 available to  the D irec to r for—

15 “ (1) paym en ts for qualify ing  losses and  loss ad-

16 ju s tm e n t expenses u n d e r the  excess loss re insu rance

17 p rogram  u n d e r th is  subtitle ;

18 “ (2) ad m in istra tive  expenses of carry ing  o u t the

19 program ; and

20 “ (3) in te re s t paym ents on am o u n ts  borrow ed

21 from  the  T re a su ry  u n d e r section 246 , if any.

22 “ (d) Investm en t.— T he D irecto r shall request the

23 S ecre ta ry  of the T re a su ry  to invest any  am ounts in the

24 R einsu rance F u n d  in obligations issued o r g u aran teed  by

25 the  U nited  S ta te s , a s  the D irec to r considers appropria te .
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1 “ (e) S ta tu s  o f Funds.— A ny re in su rance  prem ium s

2 collected for deposit in the  R ein su rance  F u n d  shall be ex-

3 em pt from  all tax a tio n  now o r h e rea fte r im posed by the

4 U n ited  S ta tes , by any  te rrito ry , dependency o r possession

5 thereof, o r by any  S ta te , county, m unicipality , o r local tax-

6 ing au th o rity , except th a t  the  in su rance  policies issued by

7 o r in conjunction w ith  the  F ed era l G overnm ent p u rsu an t

8 to th is  title  shall be subject, w here applicable, to  S ta te

9 in su rance  prem ium  taxes.

10 “SEC. 246. BORROWING FROM TREASURY.

11 “ (a) A u tho rity .— To th e  ex ten t th a t  th e  accum u-

12 lated asse ts , includ ing  any  re tu rn  on investm ents, in the

13 R einsurance F u n d  are  in suffic ien t to  pay  claim s and  ex-

14 penses, the D irec to r shall issue, from  tim e to tim e, to  the

15 S ec re ta ry  of th e  T reasu ry , no tes and  o th e r obligations to

16 cover th e  insufficiency; except th a t th e  am o u n ts  of such

17 obligations o u ts tan d in g  a t  any  one tim e shall to  exceed—

18 “ (1) $ 2 5 ,0 0 0 ,0 0 0 ,0 0 0  (or such g re a te r  am ount

19 as m ay be approved by th e  P residen t); and

20  “ (2) such sum s as the  C ongress m ay provide

21 ac tin g  upon th e  recom m endation  o f th e  D irector.

22 “(b) I n te r e s t  R ate.— O bligations u n d e r subsection

23 (a) shall bear in te re s t a t  a  ra te  de term ined  by the  Sec-

24  re ta ry  o f th e  T rea su ry , ta k in g  in to  consideration  the cur-

5 9
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1 re n t average m ark e t yield on o u ts tan d in g  m arketab le  obli-

2 g a t ions of th e  U nited  S ta te s  o f com parable m aturities.

3 "(e) D e p o s it s .— A ny am o u n ts  borrow ed by the  Di-

4 rec to r u n d e r th is  section shall he deposited  in the  Reinsur-

5 ance F un d .

6 “ (d) R e p a y m e n t .— Any am o u n ts  borrowed p u rsu an t

7 to th is section shall be recouped, includ ing  in te res t on the

8 borrow ed funds, in fu tu re  ra te s  for excess re insu rance  cov-

9 erajrc p u rsu a n t to  the plan  o f operation . T he Secretary

10 of th e  T re a su ry  shall liberally  g ra n t extensions in repay-

11 m ent schedules th a t tl e D irec to r advises th e  S ecre tary  are

12 necessary.” .
O
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r u i u j  c x ^  i

THE EARTHQUAKE PROJECT

T h e  E a r t h q u a k e  P r o j e c t  i s  a  c o n s o r t i u m  o f  t r a d e  a s s o c i a t i o n s  
a n d  i n d e p e n d e n t  c o m p a n i e s  w i t h i n  t h e  p r o p e r t y / c a s u a l t y  i n s u r a n c e  
i n d u s t r y .

I t s  S t e e r i n g  C o m m it t e e  m e m b e r s h ip  c o m p r i s e s  t h e  A l l i a n c e  o f  
A m e r ic a n  I n s u r e r s ;  t h e  A m e r ic a n  I n s u r a n c e  A s s o c i a t i o n ;  t h e  
N a t i o n a l  A s s o c i a t i o n  o f  I n d e p e n d e n t  I n s u r e r s ;  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  M u tu a l  I n s u r a n c e  C o m p a n ie s ;  t h e  R e i n s u r a n c e  
A s s o c i a t i o n  o f  A m e r i c a ;  t h e  I n d e p e n d e n t  I n s u r a n c e  A g e n t s  o f  
A m e r i c a ;  A m e r ic a n  I n t e r n a t i o n a l  G r o u p ;  A l l s t a t e ;  C ig n a  a n d  t h e
S t a t e  Farm  I n s u r a n c e  C o m p a n ie s .  I n d i v i d u a l  d u e s  p a y i n g  c o m p a n ie s
n u m b e r  o v e r  3 5 0 .

GOALS OF THE EARTHQUAKE PROJECT

T h e  E a r t h q u a k e  P r o j e c t  h a s  tw o  p r i n c i p a l  g o a l s :

•  To m ake  e a r t h q u a k e  i n s u r a n c e  a v a i l a b l e  a n d  a f f o r d a b l e  t o  
t h e  a v e r a g e  A m e r ic a n  h o m e o w n e r .

•  To f o r g e  a  p a r t n e r s h i p  b e t w e e n  t h e  f e d e r a l  g o v e r n m e n t  a n d  
t h e  p r i v a t e  i n s u r a n c e  i n d u s t r y  t h a t  c a n  p r o t e c t  t h e
n a t i o n  f r o m  s e v e r e  d am ag e  t o  t h e  f a b r i c  o f  o u r  econom y i n
t h e  e v e n t  o f  a  t r u l y  c a t a s t r o p h i c  e a r t h q u a k e  d e v a s t a t i n g  
o n e  o f  o u r  g r e a t  c i t i e s .

LIKELIHOOD OF A TRULY CATASTROPHIC EARTHQUAKE

T h e  e n t i r e  s c i e n t i f i c  c o m m u n i ty ,  i n c l u d i n g  t h e  U n i t e d  S t a t e s  
G e o l o g i c a l  S u r v e y ,  i s  u n a n im o u s  i n  w a r n i n g  t h a t  a  t r u l y  
c a t a s t r o p h i c  e a r t h q u a k e  (o n e  r e g i s t e r i n g  8 o r  g r e a t e r  o n  t h e  
R i c h t e r  s c a l e )  i s  c e r t a i n  t o  s t r i k e  so m e w h e re  i n  t h e  U n i t e d  S t a t e s  
i n  t h e  n e x t  2 0 - 3 0  y e a r s .

THE LOMA PRIETA EARTHQUAKE OF OCT. 1 7 ,  1989

T h e  Loma P r i e t a  e a r t h q u a k e  m e a s u r e d  7 . 1  o n  t h e  R i c h t e r  
s c a l e .  A q u a k e  m e a s u r i n g  8 . 0  w o u ld  r e l e a s e  35  t i m e s  m o re  
d « ® t r u c t i v o  e n e r g y  t h a n  Loma P r i e t a .
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C a t a s t r o p h i c  e a r t h q u a k e s  a r e  n o t  l i m i t e d  t o  C a l i f o r n i a .
T h ey  c a n  a n d  d o  s t r i k e  e l s e w h e r e  i n  t h e  U n i t e d  S t a t e s .

T h e  m o s t  s e v e r e  s e r i e s  o f  e a r t h q u a k e s  i n  t h e  r e c o r d e d  
h i s t o r y  o f  t h i s  c o u n t r y  o c c u r r e d  d u r i n g  t h e  w i n t e r  o f  1 8 1 1 - 1 2  i n  
t h e  v i c i n i t y  o f  New M a d r i d ,  M i s s o u r i .  S c i e n t i s t s  r e c k o n  t h e  t h r e e  
q u a k e s  o f  t h a t  w i n t e r  m e a s u r e d  8 . 4 ,  8 . 5 ,  a n d  8 . 7  on  t h e  R i c h t e r  
s c a l e .  T h e  s h o c k  w a v e s  w e r e  f e l t  a s  f a r  aw ay  a s  B o s t o n  w h e r e  t h e y  
c a u s e d  c h u r c h  b e l l s  t o  r i n g .  T h e  c o u r s e  o f  t h e  M i s s i s s i p p i  R i v e r  
w as t e m p o r a r i l y  c h a n g e d  a n d  i t s  f l o w  r e v e r s e d ;  a  l a r g e  l a k e  w as  
c r e a t e d  w h ic h  r e m a i n s  t o  t h i s  d a y .

I n  a d d i t i o n  t o  t h o s e  i n  C a l i f o r n i a ,  m a j o r  f a u l t  s y s t e m s  a r e  
l o c a t e d  i n  t h e  f o l l o w i n g  a r e a s :

•  T h e  P u g e t  S o u n d  a r e a  a f f e c t i n g  p a r t s  o f  O re g o n  a n d  t h e  
s t a t e  o f  W a s h in g to n  f ro m  P o r t l a n d  t h r o u g h  S e a t t l e  a n d  
n o r t h .

•  T h e  W a s a t c h  a r e a  i n  U ta h  n e a r  S a l t  L a k e  C i t y .

•  T h e  New M a d r i d ,  M i s s o u r i  f a u l t  w h ic h  a f f e c t s ,  b e s i d e s  
M i s s o u r i ,  t h e  s t a t e s  o f  I l l i n o i s ,  I n d i a n a ,  A r k a n s a s ,  
K e n t u c k y ,  M i s s i s s i p p i ,  a n d  T e n n e s s e e .

•  A f a u l t  i n  t h e  v i c i n i t y  o f  C h a r l e s t o n ,  S .C .  w h ic h  i n  1886  
l o o s e d  a n  e a r t h q u a k e  e s t i m a t e d  t o  h a v e  m e a s u r e d  7 . 0  o n  
t h e  R i c h t e r  s c a l e  a n d  w as  f e l t  o v e r  a n  a r e a  b e l i e v e d  t o  
b e  2 m i l l i o n  s q u a r e  m i l e s .

•  T h e  S t .  L a w re n c e  f a u l t  n o r t h  a n d  e a s t  o f  New Y o rk  C i t y  
w h ic h  a f f e c t s  t h e  s t a t e s  o f  New Y o rk ,  V e rm o n t ,  
M a s s a c h u s e t t s ,  a n d  New H a m p s h i r e .

A c c o r d i n g  t o  t h e  U n i t e d  S t a t e s  G e o l o g i c a l  S u r v e y ,  39 s t a t e s  
a r e  a t  r i s k  f o r  " m o d e r a t e  t o  s e v e r e "  e a r t h q u a k e  dam ag e  a n d  o n l y  
p o r t i o n s  o f  tw o  s t a t e s  —  T e x a s  a n d  F l o r i d a  —  a r e  e s t i m a t e d  t o  b e  
f r e e  f r o m  t h e  r i s k  o f  a n y  e a r t h q u a k e  a c t i v i t y  w h a t s o e v e r .

THE GEOGRAPHY OF EARTHQUAKES

EARTHQUAKE INSURANCE HELD BY HOMEOWNERS

I t  i s  e s t i m a t e d  t h a t  f e w e r  t h a n  5 p e r c e n t  o f  a l l  h o m e o w n e rs  
n a t i o n w i d e  h a v e  e a r t h q u a k e  i n s u r a n c e .  I n  C a l i f o r n i a ,  i n s u r a n c e  
c o m p a n i e s  a r e  r e q u i r e d  b y  l a w  t o  o f f e r  e a r t h q u a k e  i n s u r a n c e  t o  
p o l i c y h o l d e r s  t a k i n g  o u t  h o m e o w n er  i n s u r a n c e .  And y e t ,  n o  m o re  
t h a n  20  p e r c e n t  o f  C a l i f o r n i a  h o m e o w n e rs  h e l d  e a r t h q u a k e  i n s u r a n c e  
p r i o r  t o  t h e  Loma P r i e t a  q u a k e .
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T h e  i n s u r a n c e  i n d u s t r y  h a s  c o m m is s io n e d  a  n u m b e r  o f  s t u d i e s  
t o  t r y  a n d  e s t i m a t e  t h e  i n s u r e d  l o s s e s  t h a t  w o u ld  o c c u r  i f  a  t r u l y  
c a t a s t r o p h i c  e a r t h q u a k e  w e r e  t o  d e v a s t a t e  a  m a j o r  u r b a n  a r e a .

T h e s e  s t u d i e s  i n d i  c a t e  t h a t  i n s u r e d  l o s s e s  w o u ld  b e  f r o m  $50 
t o  $60 b i l l i o n .  ( U n i n s u r e d  l o s s e s  c o u l d  e q u a l  o r  s u r p a s s  t h i s  
f i g u r e . )  T h e  r e s e r v e s  o f  t h e  p r o p e r t y / c a s u a l t y  i n d u s t r y  now i n  
p l a c e  t o  f u n d  ALL c o v e r e d  p e r i l s  i s  a p p r o x i m a t e l y  $ 1 15  b i l l i o n .  A 
g r e a t  e a r t h q u a k e  w o u ld  w ip e  o u t  o n e - h a l f  o f  t h e  i n d u s t r y ' s  
r e s e r v e s .

IN S U R E D  LO SS E S

INDIRECT DAMAGE TO THE ECONOMY

A c a t a s t r o p h i c  q u a k e  w o u ld  i n f l i c t  b o t h  d i r e c t  a n d  i n d i r e c t  
d a m ag e  t o  t h e  b a s i c  f a b r i c  o f  t h e  A m e r ic a n  ec o n o m y .

T h e  d i r e c t  d a m ag e  w o u ld  b e  f a i r l y  o b v i o u s ,  d i s r u p t i o n  o f  t h e  
s u p p l y  o f  g o o d s  a n d  s e r v i c e s ,  l o s t  w a g e s ,  c a r e  o f  t h e  h o m e l e s s ,  
i n j u r e d ,  e t c . ;  l o s s  o f  v a l u e  t o  s t o c k s  a n d  b o n d s  u n d e r l y i n g  
b u s i n e s s  d e s t r o y e d  b y  t h e  q u a k e .

T he  i n d i r e c t  da m ag e  w o u ld  b e  l e s s  o b v i o u s  b u t  e q u a l l y  o r  
e v e n  m o re  s e v e r e .

When i n s u r a n c e  c o m p a n i e s  b e g a n  t o  l i q u i d a t e  t h e i r  r e s e r v e  
p o r t f o l i o s  t o  p a y  f o r  e a r t h q u a k e  l o s s e s  t h e y  w o u ld  f i r s t  t u r n  t o  
t h e  M u n i c i p a l  Bond M a r k e t  s i n c e  t h e  m a j o r i t y  o f  r e s e r v e s  h e l d  by  
t h e  p r o p e r t y / c a s u a l t y  i n d u s t r y  a r e  i n  t h e  fo rm  o f  s e c u r i t i e s  
t r a d e d  o n  t h e  s t o c k  m a r k e t .

E c o n o m i s t s  s a y  t h a t  t h e  u n l o a d i n g  o f  som e $3 0  b i l l i o n  o r  s o  
w o r t h  o f  p a p e r  o n  t h e  M u n i c i p a l  B ond M a r k e t  a t  o n e  t i m e  w o u ld  h a v e  
tw o  im m e d i a t e  e f f e c t s :

•  F i r s t ,  t h e  i n d u s t r y  w o u ld  n e v e r  g e t  100  c e n t s  o n  t h e  
d o l l a r  a n d  w o u ld  h a v e  t o  l i q u i d a t e  a d d i t i o n a l  b o n d s  t o  
t r y  a n d  m ake  u p  f o r  t h e  s h o r t f a l l .

•  S e c o n d ,  s u c h  a  m ove c o u l d  s e v e r e l y  s t r a i n  t h e  m u n i c i p a l  
b o n d  m a r k e t  a n d  p o t e n t i a l l y  c l o s e  t h a t  m a r k e t  a l t o g e t h e r .  
I n  t h e  w o r s t  c a s e  s c e n a r i o  t h i s  w o u ld  m ean  t h e  c i t y  j u s t  
d e v a s t a t e d  b y  t h e  q u a k e  w o u ld  h a v e  n o w h e r e  t o  g o  t o  r a i s e  
m o n e y .  N e i t h e r ,  f o r  t h a t  m a t t e r ,  w o u ld  a n y  o t h e r  c i t y ,  
c o u n t y ,  s t a t e  i n  A m e r i c a ,  a l l  o f  w h ic h  r e l y  o n  t h e  
m u n i c i p a l  b o n d  m a r k e t  a s  a  s o u r c e  o f  f u n d s .
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N e x t ,  t h e  i n d u s t r y  w o u ld  h a v e  t o  g o  t o  t h e  s t o c k  m a r k e t  w i t h  
p e r h a p s  a n o t h e r  $30  t o  $40  b i l l i o n  w o r t h  o f  p a p e r  t o  t r y  a n d  r a i s e  
t h e  m oney  i t  n e e d s  t o  p a y  c l a i m s .

T h e  s t o c k  m a r k e t  i s  s u f f i c i e n t l y  r o b u s t  t h a t  i t  w o u ld  n o t  b e  
d e s t r o y e d  b y  s u c h  a  s a l e  o f  s t o c k .  N e v e r t h e l e s s  i t  w o u ld  s u f f e r  a  
n o t  i n c o n s i d e r a b l e  d i s l o c a t i o n  b y  s u c h  a  m ove .

O n ce  t h i s  l i q u i d a t i o n  h a d  b e e n  c o m p l e t e d  a n d  t h e  c l a i m s  
a s s o c i a t e d  w i t h  t h e  e a r t h q u a k e  h a d  b e e n  p a i d  t h e  s u r v i v i n g  
i n s u r a n c e  i n d u s t r y  w o u ld  b e  t o o  a n e m ic  t o  w r i t e  new  i n s u r a n c e .

B o th  s t a t e  l a w s  a n d  f i s c a l  p r u d e n c e  r e q u i r e  a  c e r t a i n  r a t i o  
b e t w e e n  t h e  a m o u n t  o f  new i n s u r a n c e  a  co m p an y  w r i t e s  a n d  t h e  m oney 
i t  h a s  i n  r e s e r v e .  T h i s  r a t i o  i s  u s u a l l y  b e t w e e n  2 - 1  a n d  3 - 1  a t  
t h e  o u t s i d e  l i m i t .

T h i s  m e a n s  t h a t  f o r  e v e r y  $2 o r  $3 a  co m p an y  w r i t e s  i n  new 
b u s i n e s s  i t  m u s t  h a v e  $1 i n  r e s e r v e .

C u r r e n t l y  t h e  i n d u s t r y  h a s  $115  b i l l i o n  i n  r e s e r v e s  a n d  i s  
a b l e  t o  s a t i s f y  m o s t  r e q u e s t s  f o r  i n s u r a n c e .  F o l l o w i n g  a 
c a t a s t r o p h i c  q u a k e  i t  m i g h t  b e  l e f t  w i t h  a s  l i t t l e  a s  $ 2 5 - $ 3 5  
b i l l i o n  i n  r e s e r v e s .

T h i s  m e a n s  t h a t  n o  new  i n s u r a n c e  c o u l d  b e  w r i t t e n  f o r  a 
p e r i o d  o f  y e a r s  a n d  h o l d e r s  o f  e x i s t i n g  p o l i c i e s  m i g h t  b e  l i a b l e  
f o r  n o n - r e n e w a l  o n  a  w h o l e s a l e  b a s i s .

T h u s ,  we w o u ld  s e e  a n  A m e r ic a  w h e r e  p e o p l e  b u y i n g  new  c a r s ,  
new h o m e s  o r  s t a r t i n g  new b u s i n e s s e s  w o u ld  b e  b e  u n a b l e  t o  o b t a i n  
i n s u r a n c e .

I t  s h o u l d  b e  b o r n e  i n  m in d  t h a t  t h r e e - q u a r t e r s  o f  t h e  
i n s u r a n c e  h e l d  i n  t h i s  c o u n t r y  i s  m a n d a t e d  b y  a  t h i r d  p a r t y  s u c h  
a s  l e n d i n g  i n s t i t u t i o n  o r  a  g o v e r n m e n t .

I n  s u c h  a  s i t u a t i o n  w o u l d  t h e  b a n k s  w a n t  t o  b e g i n  a s s u m i n g  
t h e  r i s k s  f o r  t h e  m o r t g a g e s  t h e y  w r i t e ;  w o u ld  s t a t e  g o v e r n m e n t s  
w a n t  t o  a s s u m e  t h e  r i s k s  f o r  a u t o m o b i l e s  d r i v e n  w i t h o u t  i n s u r a n c e ;  
w o u ld  s t a t e s  w i s h  t o  s u s p e n d  t e m p o r a r i l y  t h e  t o r t  l i a b i l i t y  
s y s t e m s  i n  t h e i r  c o u r t s  o r  w o u ld  g o v e r n m e n t  w i s h  t o  g e t  i n t o  t h e  
b u s i n e s s  o f  w r i t i n g  i n s u r a n c e ?
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THE NEED TO PREPARE

C l e a r l y  t h e r e  a r e  e c o n o m ic  i m p l i c a t i o n s  t o  a  c a t a s t r o p h i c  
e a r t h q u a k e  t h a t  h a v e  n o t  b e e n  c o n t e m p l a t e d  y e t  —  i m p l i c a t i o n s  
p r e s e n t  i n  t o d a y ' s  m o d e rn  s o c i e t y  w i t h  i t s  c l o s e l y  w oven  n e t w o r k  
o f  e c o n o m ic  i n t e r d e p e n d e n c e  t h a t  w e r e  n o t  i n  e x i s t e n c e  i n  1906  
w hen S a n  F r a n c i s c o  w as  d e v a s t a t e d  b y  a n  e a r t h q u a k e .

T h e s e  i m p l i c a t i o n s  a r e  s o  v a s t  i n  t h e i r  s i z e  a n d  c o m p l e x i t y  
t h a t  n o  o n e  e n t i t y  s h o r t  o f  t h e  f e d e r a l  g o v e r n m e n t  c a n  a d e q u a t e l y  
d e a l  w i t h  th e m .

T h e  E a r t h q u a k e  P r o j e c t  b e l i e v e s  t h a t  i t  i s  b e t t e r  t o  p r e p a r e  
f o r  t h e s e  e v e n t u a l i t i e s  b e f o r e  t h e y  h a p p e n  r a t h e r  t h a n  a f t e r .  
A c c o r d i n g l y ,  a  l e g i s l a t i v e  c o n c e p t  h a s  b e e n  d e v e l o p e d  b y  T he  
P r o j e c t  w h i c h  w o u l d  a d d r e s s  m any o f  t h e s e  c o n c e r n s .

T h i s  c o n c e p t  w o u ld  p r o v i d e  f o r  n e a r l y  u n i v e r s a l  e a r t h q u a k e  
i n s u r a n c e  c o v e r a g e  f  ->r h o m e o w n e rs  a n d  c r e a t e  a  f e d e r a l l y - b a c k e d  
f i n a n c i a l  r e s e r v e  t o  m i t i g a t e  t h e  i m p a c t  t o  t h e  n a t i o n a l  eco n o m y  
o f  a  m a j o r  q u a k e .  L e g i s l a t i o n  e m b r a c i n g  t h i s  c o n c e p t  w as 
i n t r o d u c e d  i n  A p r i l  1 9 8 9 .
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Economic Scene
W h o  W i l l  P a y  
F o r  t h e  B i g  O n e ?

THE earthquake that slammed through the 
San Francisco Bay area in October 1989 killed 
62 people and destroyed $5 billion worth of 
property. The next time the earth's giant tectonic 

plates slip a few yards, both people and property 
may be at far greater risk.
By Government estimates, a quake hitting the 

wrong place at the wrong time of day could kill up 
to 95,000 and leave a *100 billion cleanup bill. Los 
Angeles and San Francisco are prime targets, of 
course. But the peril is hardly confined to Califor­
nia: the Federal Emergency Management Agency 
believes that Seattle, Salt Lake City, Memphis and 
Charleston, S.C.. are also at "major" risk.

If the Big One hits —  make that "when" it hits —  
who will pay? Even in California, relatively few 
property owners are covered by earthquake insur­
ance. But Robert E. Litan, an economist at the 
Brookings Institution, estimates that damage from 
quake-related fires and injuries could still result in 
up to *50 billion tn insurance claims. Honoring 
these claims, he argues, could severely deplete in­
surers' reserves, driving some into bankruptcy 
and turning others into risk-taking zombies.
Mr Litan's preferred fix, described in the latest 

edition of The Brookings Review: mandatory Fed­
eral earthquake insurance, with premiums set to 
cover actuarial risks.
Just one California property owner in four 

carries earthquake insurance, nationwide, the fig­
ure is below one in 20 If such insurance is available 
and most people choose not to buy it, why should 
the Government insist?
One reason. Mr. Litan suggests, is that the pri­

vate market overprices the product. Only those at

P eter Passell

greatest risk currently buy coverage, and insurers 
are apparent!- unwilling or unable to attract 
lower-nsk customers with lower premiums.
Another reason is that owners have insufficient 

incentives to pay for insurance because the Fed­
eral Government stands ready to reimburse them 
for a portion of their losses. American taxpayers, 
Mr. Liun reckons, shelled out *17 each for disaster 
relief In last year's San Francisco quake.
Uncle Sam could piay hardbalL giving legal no­

tice that in the future the Treasury would help only 
those who help themselves. But the threat would 
probably not be credible: Americans are no more 
likely to deny relief to uninsured victims of an 
earthquake than they are to deny medical care to 
injured mctorcy lists who did not wear helmets.
A third and perhaps most compelling reason is 

that casualty insurers are poorty geared to bear 
the earthquake risks already on their books. A not 
unlikely *50 billion hit, Mr. Litan calculates, would 
dram the industry of about 10 percent of total re­
serves. Some insurers would go bankrupt; others 
would be forced to raise rales sharply to meet

regulatory requirements.
The process might be manageable in theorv s 

would certainly be problematic in practice vi 
Litan, a longtime analyst of the savings and lo; 
debacle, worries that earthquake losses would 
in|unous to the casually insurers' financial heaii 
much the way the interest rate squeeze of the esr 
I980's startea savings and loan associations do* 
the path to collective ruin.
When faced with the alternative of double-dis 

premium increases, he believes, voie-consctoi 
regulators might allow insurance companies to o 
erate with low (or negative) net worths And on- 
insurers were deep in a financial hole, thev wou 
have powerful i.icentives to generate premiu 
revenues by ta: ng ever greater chances.

Mr. Litan favors legislation that would effe 
lively require anyone who wanted a home moi 
gage to buy Federal earthquake coverage. The bi 
sponsored by Representative Al Swift, a Washm 
ton Democrat, and David Dreter, a California R 
publican, would set premiums according to actua 
tal risk. Buildings designed or modified to mu 
mue quoke damage would get a break on rates.
The average premium in California for a no-c 

ductible policy, Mr. Litan believes, would run t 
tween *HM and SIH In Memphis and Charlestc 
the same coverage would run from *15 to *28
Federal earthquake insurance would still lea' 

private insurers with enormous exposure to quak 
related claims for fire, disability and death iosse 
The Swift-Dreier bill would cover the gap with Fe 
era) reinsurance, giving pnvate insurers years 
spread the costs across their premium base.
Federal involvement is no panacea. If Washm 

ton's record in insuring farm crops is a preceder 
setting premiums at actuanly sound levels wou 
prove very difficult But one way or another. M 
Litan argues. Washington is going to bear a lot 
the coat of the Big One. Any step that forces proi 
erty owners to protect themselves is probably 
step in the nghi direction.
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A L A S K A  S T A T E  L E G I S L A T U R E

o r  r

K I.E C T I V E  D IS T R IC T  I

IIY D E R
K E T C H IK A N

K U P R E A N O F

M E Y E R S  C H E C K  .

P E T E R S B U R G

S A X M A N
W R A N G E L L

-'/?N
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R epresenta tive  C h e ri L . D av is

H O M E

P.O. B O X  5 7 2 3  

K E T C H IK A N . A K  39901 
P H O N E  2 2 5 -6 3 0 4

D U R IN G  SE SSIO N  

P.O. B O X  V

S T A T E  C A P IT O L  B U IL D IN G  
J U N E A U . A K  99 811 

P H O N E  4 6 5 -3 4 2 4

S P O N S O R  S T A T E M E N T  
H J R  33

In  1 9 7 8  c o u n t r ie s  f ro m  a r o u n d  th e  w o r ld  m e t  a t  t h e  

In t e r n a t io n a l  C o n v e n t io n  o n  S t a n d a r d s  o f T r a in in g ,  

C e r t i f i c a t io n  a n d  W a t c h k e e p in g  fo r  S e a f a r e r s .  T h e  p u r p o s e  

o f t h is  c o n v e n t io n  w a s  to  a d d r e s s  th e  in t e r n a t io n a l  

s t a n d a r d s  fo r  t r a in in g  a n d  c e r t i f ic a t io n  o f  s e a f a r e r s .  

S e v e n t y - s e v e n  n a t io n s  h a v e  r a t i f ie d  t h is  t h e s e  s t a n d a r d s ,  

t h e  U n it e d  S t a t e s ,  h o w e v e r  h a s  n o t .

T h i s  r e s o lu t io n  c a l l s  a t t e n t io n  to  t h e  n e e d  fo r  t h e  

U n it e d  S t a t e s  to  r e s u m e  i t s  l e a d e r s h ip  r o le  in  p r o m o t in g  

t o u g h  in t e r n a t io n a l  t r a in in g  a n d  c e r t i f i c a t io n  s t a n d a r d s  f o r  

p e r s o n n e l  a b o a r d  m e r c h a n t  v e s s e l s .  W h i le  t h e  c o n v e n t io n  

d id  n o t s e t  m a n n in g  l e v e l s  w ith  r e g a r d s  to  t h e  n u m b e r  o f 

c r e w  m e m b e r s  r e q u ir e d  o n  a  v e s s e l  it d id  s e t  s t a n d a r d s  fo r  

t r a in in g ,  p r a c t i c a l  e x p e r ie n c e ,  a n d  th e  g u id e l i n e s  fo r  

o f f ic e r  l i c e n s e  e x a m s .

R a t i f i c a t io n  o f t h e  t r e a t y  w o u ld  p la c e  t h e  U n it e d  

S t a t e s  in  a  s t r o n g e r  p o s it io n  in  a t t e m p t in g  to  r e q u i r e  

fo r e ig n  v e s s e l s  e n t e r in g  o u r  t e r r i t o r ia l  w a t e r s  to  a d h e r e  

to  m in im u m  p e r s o n n e l  s t a n d a r d s  b y  g iv in g  t h e  U .S .  C o a s t  

G u a r d  p o r t  s t a t e  c o n t ro l  o v e r  fo r e ig n  f la g  v e s s e l s .

T h a n k  y o u  fo r  s c h e d u l in g  t h is  r e s o lu t io n  s o  p r o m p t ly .



Q & AonJOINT RESOLUTION relative to the INTERNATIONAL CONVENTION ON STANDARDS OF TRAINING, CERTIFICATION AND WATCHKEEPING FOR SEAFARERS, 1978.
What is the International Convention? What is its purpose?
The name of the convention is the "International Convention on Standards of Training, Certification and Watchkeeping for Seafarers, 1978.
The purpose of the convention is to have minimum international standards for training and certification of seafarers. This includes the Master (Captain) all deck and engineering officers, the radio officer, and other unlicensed crew members. This would improve safety of life and property at sea, and the protection of the marine environment.
What are crew standards, and why do crew standards need to be improved?
The standards include basic principles to be observed in keeping a navigational watch. Mandatory minimum requirements for certification of the Master and all deck, engineering, and radio officers. This includes required training courses, theoretical knowledge and practical experience.
About 90 percent of all marine accidents are caused by human failure. Standards of training and certification is just one step in reducing accidents caused by human failure.
Why has it taken the U.S. so long to ratify the convention? Why does it need to be ratified?
In the past, interests representing offshore drilling and supply vessels were opposed to ratification of the convention. They feared that they could not meet the standards of the convention, but this opposition now has been dropped.
Ratification would give the U.S. Coast Guard port state control, as per the convention, over foreign flag vessels in U.S. waters. Also refer to the 2nd question above.



The convention does not set manning levels with regards to the number of crew members required on a vessel. It does however set standards for training, practical experience, and the syllabus for officer license examination. The convention also includes recommendations on training of all seafarers in personal survival techniques: i.e., uses of life-saving appliances, types of emergencies, etc.
Are there any negatives, politically or otherwise, associated with this resolution?
No negatives, should be all positives. Will improve safety and protection of the environment. Admiral Bill Kime, Commandant of the U.S. Coast Guard also fully supports ratification of this convention.

W hat are m anning/crew standards?



B A C K G R O U N D  INFORMATION 
INTERNATIONAL C O N V E N T I O N  O N  S T A N D A R D S  O F  TRAINING, CERTIFICATION 

A N D  W A T C H K E E P I N G  F O R  S EA FARE RS

The purpose of the convention Is to have minimum International standards for 

training and certification of seafarers. This includes the Master (Captain), all deck and 

engineering officers, the radio officer, and other unlicensed crew members. This would 

Improve safety of life and property at sea and the protection of the marine environment.

These International standards include basic principles to be observed in keeping 

a navigational watch with mandatory minimum requirements for certification of the Master 

and all deck, engine and radio officers. This includes required training courses, 

theoretical knowledge and practical experience. Ninety percent of all Marine accidents 

are caused by human failure and standards of training and certification Is Just one step 

In reducing these accidents.

The convention has been ratified by 78 countries since it was established in 1978.

The U.S. has been reluctant to ratify because Interests representing offshore drilling and 

supply vessels were opposed to It. They feared that they could not meet the standards. 

This opposition has n o w  been dropped. Admiral Bill Kime, Commandant of the U.S. 

Coast Guard, fully supports the ratification of this convention.



STC'J 1978

Contracting States

Algeria (accession)

Argentina (accession)

Australia ( ratification)!/

Bahamas (accession)

Bangladesh (accession)

Be lg iu m (ratification)

Benin (accession)

B olivia (accession)

Brazil (accession)

Brunei Darussalam (accession)

Bulgaria (accession)

Cameroon (accession)

Canada (access ion)!/

Cape Verde (accession)

Chile (accession)*/

China (approval)

Colombia (accession)

CSte d'Ivoire (accession)

Cuba (accession)

Cyprus (accession)

Czechoslovakia (accession)

Democratic People's Republic of Korea 
(accession)

Denmark (ratification).!/

Ecuador (accession)

Date of signature 
or deoosit of Date of entrv

instrument into force

28 October 1988 28 January 1989

6 October 1982 28 April 1984

7 November 1983 28 April 1984

7 June 1983 28 April 1984

6 November 1981 28 April 1984

14 September 1982 28 April 1984

1 November 1985 1 February 1986

11 April 1988 11 July 1988

17 January 1984 28 April 1984

13 October 1986 23 January 1987

31 Mi.rch 1982 28 April 1984

6 Jure 1989 6 September 1989

6 November 1987 6 February 1988

18 September 1989 18 December 1989

9 June 1987 9 September 1987

8 June 1981 28 April 1984

27 July 1981 28 April 1984

5 October 1987 5 January 1988

5 December 1989 5 March 1990

28 March 1985 28 June 1985

6 May 1981 28 April 1984

1 May 1985 1 August 1985

20 January 1981

17 May 1988

28 April 1984 

17 August 1988



STCW 1978 (conc'd)

Ethiopia (access ion )

Finland ( r a t i f i c a t i o n )

France (approval)

Gabon (access ion)

German Democratic Republic 
( r a t i f i c a t i o n )

Germany, Federal Republic of 
( r a t i f i c a t i o n ) ! . /

Ghana (access ion)

Greece ( r a t i f i c a t i o n )

H a i t i  (access ion)

Honduras (access ion )

Hungary (access ion)

India  (access ion)

Indonesia (access io n )

I re land  ( r a t i f i c a t i o n )

I s r a e l  (accesaion)

I t a l y  (access ion)

Jamaica (access ion)

Japan (access ion)

K i r i b a t i  (access ion)

L ibe r ia  ( r a t i f i c a t i o n )

Libyan Arab Jaiuahiriye (access ion)

Maldives (access ion)

Harshal l  Is lands (access ion )

Egypt (accession)

Mexico (accession)

Date of s igna tu re  
or  deposic  of 

inst rument

22 September 1980 

18 Ju ly  1985

27 January 1984 

11 Ju ly  1980

21 January 1982

5 November 1979

28 May 1982

26 January  1989

22 March 1983

6 Apri l  1989

24 September 1985

15 October 1985

16 November 1984

27 January  1987 

11 September 1984 

16 January  1986

26 August 1987 

19 February 1987

27 May 1982

5 August 1987

28 October 1980 

10 August 1983 

22 January 1987 

25 A pr i l  1989

2 February 1982

Dace of en t ry  
in to  force

28 April  1984 

18 October 1985 

28 Apri l  1984 

28 Apri l  1984 

28 April  1984 

28 Apri l  1984

28 Apri l  1984

26 Apri l  1989 

28 Apri l  1934

6 Ju ly  1989 

24 December 1985

15 January 1986

16 February 1985

27 Apri l  1987

11 December 1984 

16 Apri l  1986 

26 November 1987 

19 May 1987

28 Apri l  1984

5 November l°87 

28 April  1984 

28 Apri l  1984 

22 April  1987 

25 Ju ly  1989 

28 April  1984



STCW 1978 (cont'd)

M y a n m a r  (accession)

N etherlands ( ac c es ai on )l/

N e w  Zealand (accession).-*/ 

Nige ri a (accession)

N o rw a y (r at if ication)

P aki st an  (accession)

Pe - (accession)

Philip pin es  (a ccession)

Poland (rat ifi ca ti on )

Portugal  (acc ess io n )

Republic of  Korea (access ion)  

Seychelles  ( access io n )

Singapore (access io n )

South Afr ica (access ion )

Spain (access ion )

S r i  Lanka (ac cess io n )

Sweden ( r a t i f i c a t i o n )

Switzerland ( r a t i f i c a t i o n )

Togo (access ion)

Trinidad and Tobago (access ion)  

Tuvalu (access ion)

USSR (s ig n a tu re )

United Arab Emirates  (access ion)  

United Kingdom ( r a t i f i c a t i o n ) . ! / —/

Mozambique (accession)

Date of  s ig na tu re
or  depos i t  of , Date of entry  

instrument in to  force

15 November 1985 

4 May 1988

26 Ju ly  1985 

30 Ju ly  1986

13 November 1984 

18 January 1982 

10 Apri l  1985

16 Ju ly  1982

22 February 1984

27 A pri l  1983 

30 October 1985

4 A pr i l  1985 

22 August 1988 

1 May 1988

27 J t l y  1983

21 October 1980

22 January 1987

8 January 1981 

15 December 1987 

19 Ju ly  1989

3 February 1989 

22 August 1985

9 October 1979 

15 December 1983

28 November 1980

15 February 1986 

4 August 1988 

26 October 1985 

30 October 1986 

13 February 1985 

28 Apri l  1984 

10 Ju ly  1985 

28 Apri l  1984 ^ 

22 May 1984 

28 Apri l  1984 

30 January 1986 

4 Ju ly  1985 

22 November 1988 

1 August 1988 

28 Apri l  1984 

28 Apri l  1984 

22 April  1987 

28 Apri l  1984 

15 March 1988 

19 October 1989 

3 May 1989 

22 November 1985 

28 April  1984 

28 Apri l  1984 

28 Apri l  1984



STCW 1978 (cont'd)

Date of s i g n a tu r e
or d ep o s i t  of Date of en try

ins trum ent  in to  force

United Republic o f  Tanzania 
(access ion)

Venezuela (ac ce s s io n )

Yugoslavia (ap prova l )

27 October 1982

13 October 1987 

5 November 1984

28 April  1984

13 January 1988 

5 February 1985

Number of C on t rac t ing  S t a t e s :  77
( th e  combined merchant f l e e t s  of which 
c o n s t i t u t e  approximately  752 of the gross 
tonnage of the  w or ld 's  merchant f l e e t )

JL/ For the  te x t  o f  a r e s e rv a t io n  or d e c l a r a t i o n ,  see  s e c t io n  I I I .

2/ Accession by che Netherlands was dec la red  to  be e f f e c t i v e  a l so  in respect
of the N ether lands  A n t i l l e s  and, with e f f e c t  from 1 January  1986, in 
re sp ec t  of Aruba.

j)/ Accession by New Zealand was declared  to apply  a l so  to the Cook Is lands  
and Niue but not  to extend to Tokelau.

4 /  R a t i f i c a t i o n  by the United Kingdom was d e c la re d  to be e f f e c t i v e  a l so  in
respec t  o f :

Hong Kong -  as from 3 November 1984 
I s l e  of Man -  as from 1 Ju ly  1985 
Bermuda -  as  from 1 January 1989



U B U T E  T O  A L >  F O N T A N A

IN '

)N. MATTHEW J. RINALDO
or KSW JCTS*.V 

: house or iimiESZNTATr 

Ifcrfnesdajr, March 13,1991
Mr. R 

evening, 
honored 
had the pi 
Iho testimonial dinner. I would Irka 
with my colfaagues my tribiite to this 
mg labor leader.

S rrz c a  » y  Hon. M a t t m t w  J . R 
I  w ant to  cjpogmul&te Al Fon 

leadersh ip oA lh e  Union Count: 
and to: his exceptional contrlbu 
labor movemcru and to work, 
th is  county a n i  S tate.

Anyone who ta n  negotiate co 
as a ahop steward, keep on  toi 
federal labor legislation, get 
business agent, gnd do all th

Mr. Speaker, last Friday 
Ir. Al Fontana, ol Clark, NJ, was 
the Union County. NJ. AFlJ-CJO. I 
ilego ol being a guest speaker at 

share 
tstand-

ALSO 
tor bis 

AFL-CIO 
oru to tbe 
people o(

th a t  Al F cn tanay ias accompy 
ceptlonal person.

J u s t  look a t w
H e's served as ri 

tlllery Workers 1 
den t of the  S ta te  
COPE; President o 
CIO; United Way 
n lty  Services: New 
tors: business agent

trac ts , serve 
of s ta te  and 

lected aa a 
o th e r  things 
bed  Is an  ex-

form er special assist 
Commissioner of La:

Al also waa vice pr 
W ay and active with 
Legal Aid Society, th  
of Dimes, Cancer F  
o th e r  charltlea. He's 
an a

W hile we re prope; 
rifle servicemen an<y wo 
great job In the  Persl 
forget w hat veterans like 
ou r country  tn W o /d  W ar 

Al earned five Vattle at 
S ta r—a  real recora of cou: 

I t 's  a  (Teat trim ite  to  his 
Je rry , and tb e /r  two so 
Eugene, th a t th e  F ontana 
couraged Al a l/ these years

he 's don< 
lonal d i r k  to r of th e  Dis- 
tcm atlq/ial; Vice Presl- 

C h airm an  of 
[the Urfion C ounty  AFL- 

ard; fc iih o llc  Corrunu- 
new  Panel of A rbltra- 
r  a ts  local union, and 
i / to  th e  New Jersey

dent of th e  U nited 
th e  Union C ountry 
H eart F u nd . M arch 

and a  h a lf  dozen 
active w ith  veter-

ceilng fo r ou r ter- 
n w ho  did such a 

G ulf, le t's  no t 
F o n ta n a  d!d for

and a  Bronze 
e and  heroism , 
onderfu l wife, 
. G len n  and 
amlly h as en- 
T hey  have a 

fa th e r th e y \c* n  tru ly  be 
son who has p artic ip a ted  U: 

/tlv ttles bu t has alw ays found 
br his wife and faintly, 

/p o litica l c o n ta c t la n d  friend- 
jually  every VIP ln w ew  Jersey , 

accessible and down to  e a rth , 
friend for yeaA . and  I 'm  

f associated w ith  som dpne w ith  a  
really believes In help ing  bis 

kera.
and o th e r  labor le ib e rs . like 

m any o f/y o u  In th is  room : C h au ie  M ar- 
clan te . a id  his fa th e r  before him  h iv e  m ade 
th e  A m * ican  labor m ovem ent th e  r |o « t suc­
cessful in d  Innovative In th e  world.
More/than any other rtoup, or

i been responsible fo r glv lngl 
be highest stand ard  of living!

ju n k ed  
eri- 
th e

you have established a dtstlngvlshed 
of service to  th e  working m eA and 

bn of Union County. You can be pfourt 
n t  you have accomplished over t h ^ l u t  
cen tu ry  and  you deserve to  be Aon- 

tu la  ted on a  great career th a t  h as her 
iy  workers and  th e ir  families, to sh ) 

/ th e  American dream .
/a rm es t wishes to  you and your beautlil 

bfe. Je rry , for th e  best of everythlr.g  In tf  
/e a rs  ahead.

A M E R IC A  M UST PRO TEC T IT S
W ATERS FROM  T H E  TH R E A T
O F IM PRO PER LY T R A IN E D

7
 C ER T IF IE D  M AR IN ER S

HON. NITAM. LOWEY
or xrw toiuj 

IN THE HOUSE OT REPRESENTATIVES
Wednesday. March 13.1991

Mm. LOWEY ol New York. Mr. Speaker. I 
nse today to reintroduce a resolution express­
ing tho support ol the House for the Interna­
tional Convention on Standards of Tra-nrng, 
Certification, and Watchkeeping for Seafarers, 
the STCW. and calling upon the Senate to ex­
peditiously give its advice and consent to rati­
fication of that Convention.
Mr. Speaker, I first Introduce this resolution 

last October in order to call attention to the 
need for the United Slates to resume its lead­
ership role In promoting tough International 
training and certification standards for person­
nel aboard merchant vessels, particularly oil 
tankers. In light of our increasing reliance on 
imported oil shipped here aboard foreign- 
flagged vessels, tha United States cannot 
afford to take it on faith that other nations 
adequately train and certify their oil tanker 
personnel. With thousands ol foreign-llagged 
oil tankers entering our waters every year, it it 
vital that the United States participate in. ef­
forts to maintain minimum qualifications for 
mariners responsible for assuring safe pas­
sage of these vessels.
Why should the Uniled States ratify the 

STCW?
Full participation in the treaty would plac6 

the United States in a stronger position in at­
tempting to require foreign vessels entoring 
our territorial waters to adhere to tough mini­
mum personnel standards.
United States participation in the Conven­

tion would help ensure the entry of American 
vessels into countries participating in the 
treaty. Some countries, including Spain and 
Hong Kong, havo threatened to reluse entry 
to American ships on the grounds that the 
United States is not a party to the STCW.
By ratifying Ihe treaty, the United States will 

improve its standing to require olher countries 
to report or Iheir adherence to Ihe STCW.
Thie International Maritime Organization 

|IMO) Is expected to begin proceedings for 
renegotiating the STCW, which could hav. 
profound ramifications for America's merchant 
shipping indue try and the manna environment 
Experience with other treaties indicates that 
the United States negotiating position can be 
significantly weakened when It has signed but 
not ratified the treaty undor consideration.
Existing Coast Guard regulations governing 

vessel crew qualifications already meet or 
exoeed the STCW. The United States only 
stands to gain from participating in efforts to 
ensure International adherence to thesu 
standards.
The recently-passed Oil Pollution Act con­

tains many Important measures. Including re­
quirements for double hulls and improved 
vessel communications equipment, lo diminish 
the chances of an oil disaster. But the world's 
finest equipment cannot prevent inadequately 
trainod or certified personnel from making 
mistakes that lead to environmental tragedies.
With America more dependent on foreign oil 

than ever, K fa time for the Senate to act on 
this treaty so that the United States can mora

effectively guard rts waters from the usk o> 
poorty trained mariners guiding toreigivflagged 
vessels.
Ratifying the STCW would strengthen the 

excellent work ol the Congress on comore- 
hensive oil spill legislation and send a clear 
ŝ nal to the world that Amenca Is S9nous 
about protecting rts coastal environment. I 
urge my colleagues to join as cosponsors of 
my resolution, which wil help us achieve these 
oxtremcty Important goals.

IN T R O D U C T IO N  O F N A T IO N ; 
F IR E F IG H T E R S  D A Y

HON. CURT WELDON
Or PENNSYLVANIA

Uf t h e  h o u s e  or representatives 

Wednesday, March 13,199i 
Mr. WELDON. Mr. Speaker, I rise/cday to 

introduce an important measure jo hener 
Americas domestic delenders, the/American 
firefighteA The bill will set aside Cctcte: S, 
1991. as National Firefighters Day./
Three mrtiion men and women wcrtt in more 

than 32.0JW fire dopartments /across the 
nation to safeguard tha American public iron 
the ravages\ol fire. Frequently/hey do it tor 
no other reason than public sarv.ee, as Full/ 
65 percent of them ore volunte/rs.

These mon and women place their lives on 
the line every Way to impro/9 public safety, 
and that d o es  riot always m ean putting cut 
fires. T hese m entand women are also the f i r t  
responders to natural d u s te r s ,  airp.ane 
crashes, and  medical emo'gencies.
Unlortunatoly, mefightiî j Is an extremely 

risky profession. Each year, more than 120 cl 
these brave men and women fall in tbe line of 
duty. Earlier this month, i major blaze in Phila­
delphia claimed the iWs ol throe such brave 
individuals. White then remain unanswered 
questions about the Aausa of this traced/, 
there can be no dovbl that every firefighter 
deserves the acclai/Ti \nd respect cf Con­
gress.
October 6 will mferk thfe 120th anniversary 

ol the Great Chicaio Fire ol 1871. It is appro­
priate to take urmfc on tha\ day to rccogr«ze 
the irreplaceable /services performed by lire- 
fightors.
Mr. Speaker, jfa fire servidp dues so much 

for this Nation And asks so Vide, I urge my 
colleagues to /sin us in honoring these real 
American Herd

B IR T H D M r T R IB U T E  T &  REV . J. 
W EN D E LL MAPSON , BR .— T H E  
W O R K /H E 'S  DONE SPEAKS FOR 
H IM

HCfN. DONALD M. PAYtyE

IN '
or mew jebssy 

IE HOUSE OF REPRESENTATIVES
’cdnesday, March 13,1991 

Mr. AaYNE of New Jersey. Mr. Spe*er. H 
is IndAed a pleasure to wish s man whi has 
contrfcuied so unrelentlossly and unselfishly 
to Gpd, his community, and his fellow man, a 

. birthday. I had that opportunity thts pjsi 
weekend. For many, birthdays come and i 

passing by— not allowing these in 
Is to stand back and take inventory of th 
itributions they have made to tho



300 Ocaangal#
Long Beach, Californ ia 00802*4341
Telephone 213 500 4584 ^  r
TWX 910 341 6820 
Telex 182148
Cable BRIDGE LONG BEACH
Capt. Oliver F. Wllllama 
8enlor Advleor 
Maritime Affaire

ARCO Marlnt, Inc.

April 8,1991

Chairman
Houso Labor and Commerce Committee 
State of Alaska

Roference: HJR 33

Dear Chairman:

ARCO Marine, Inc. (AMI) l9  a U.S. flag shipping company that operates ten crude oil 
tankers of approximately one and a half million deadweight ton3. We appreciate the 
opportunity to express our support for House Joint Resolution 33, relating lo the 
International Convention on Standards of Training, Certification and Watchkeeping for 
Seafarers, 1978.

The purpose of the convention Is to have minimum International standards for training and 
certification of Seafarers. This would Improve safoty of life and property at sea, and the 
protection of the marine environment.

Approximately 90 percent of all marine accidents are caused by human failure, and this 
convention on standards of training and certification Is Just one step In reducing accidents 
caused by human failure. Ratification of the convention would give the U.S. Coast Guard 
port state control as per the convention, over foreign flag vessels In U.S. waters.

Please advise If we can assist you lo ensure passage of HJR 33.

Very truly yours,

 -
Oliver F. Williams A 

OFWyjeb

i«
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T h e  L A B O R  A N D  C O M M E R C E  Com m ittee considered: 

H O U S E  J O IN T  R E S O L U T IO N  N O . 48 

Relating  to a P an -A m erican  energy a lliance .
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FISCAL NOTE

R e v i s i o n  D a t e :  M a y  8 , 1991____________
T it le :  R e l a t i n g  to a P a n - A m e r i c a n

e n e r g y  alliance._______________________

S p o n s o r :  Rep. M a r k  B o y e r_____________

R e q u e s t o r :  ________________________________________________________
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. A l a s k a  J$>tate U l c ^ i s l a i i i r e
REPRESENTATIVE 
M ARK  BOYER

V I C E - C H A I R M A N  

H O U S E  F I N A N C E  C O M M I T T E E

SfC

•li;

2fousc of 3Rcpreseniatt&es 
M E M O R A N D U M

1098 LAKEVIEW TERRACE 
FAIRBANKS, ALASKA 99701 

(907) 456-6473

JUNEAU

FAIRBANKS

P.O. BOX V 
STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 4G5-3466

D A T E :  M a y  8, 1 9 9 1

T O:  R e p r e s e n t a t i v e  D a v i d  F i n k e l s t e i r ,  C h a i r m a n
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  R e p r e s e n t a t i v e  M a r k  B o y e r

R E:  S c h e d u l i n g  o f  H J R  48 - P a n  A m e r i c a n  E n e r g y  A l l i a n c e

I w o u l d  l i k e  to  r e q u e s t  t h a t  y o u  s c h e d u l e  H J R  48, r e l a t i n g  to 

t h e  P a n  A m e r i c a n  E n e r g y  A l l i a n c e ,  f o r  a h e a r i n g  a t  y o u r  

e a r l i e s t  c o n v e n i e n c e .  T h e  r e s o l u t i o n  w o u l d  r e q u e s t  t h a t  

n a t i o n s  o f  t h e  W e s t e r n  H e m i s p h e r e  d e v e l o p  r e c i p r o c a l  e n e r g y  

s e c u r i t y  m e a s u r e s .  T h e  S o u t h / W e s t  E n e r g y  C o u n c i l  h a s  a d o p t e d  

a s i m i l a r  r e s o l u t i o n .  A l a s k a  is a m e m b e r  o f  t h e  E n e r g y

C o u n c i l .  H J R  4 8  p a s s e d  o u t  o f  t h e  H o u s e  I n t e r n a t i o n a l  T r a d e  

a n d  T o u r i s m  C o m m i t t e e  o n  W e d n e s d a y ,  M a y  8, w i t h  a m a j o r i t y  o f  
t h e  c o m m i t t e e  v o t i n g  d o  p a s s .

T h e  r e s o l u t i o n  n o t e s  t h a t  f l u c t u a t i o n s  i n  o i l  p r i c e s  a n d  

s u p p l y  p a t t e r n s  d e m o n s t r a t e  t h a t  t h e  U n i t e d  S t a t e s '  a c c e s s  to 

t h i s  r e s o u r c e  is v u l n e r a b l e  to c o n c e r t e d  p o l i t i c a l  a c t i o n  b y  
g o v e r n m e n t s  i n  t h e  M i d d l e  E a s t .

I n  1 9 8 7 ,  t h e  U n i t e d  S t a t e s  r e l i a n c e  o n  i m p o r t e d  o i l  i n c r e a s e d  

to  f o r t y - o n e  p e r c e n t ,  t h e  h i g h e s t  p e r c e n t a g e  i n  s e v e n  y e a r s .  

W i t h  o u r  d e m a n d  f o r  o i l  i n c r e a s i n g  a t  a r a t e  o f  t w o  p e r c e n t  

p e r  y e a r ,  o u r  r e l i a n c e  o n  i m p o r t e d  o i l  w i l l  i n c r e a s e  b e c a u s e  

o u r  d o m e s t i c  e x p l o r a t i o n  a n d  p r o d u c t i o n  c a p a b i l i t y  h a s  b e e n  
s e r i o u s l y  e r o d e d .

H J R  4 8  u r g e s  C o n g r e s s  a n d  t h e  P r e s i d e n t  o f  t h e  U n i t e d  S t a t e s  

to e n g a g e  i n  f o r m a l  d e l i b e r a t i o n s  w i t h  t h e  g o v e r n m e n t s  o f  

C a n a d a ,  M e x i c o ,  a n d  V e n e z u e l a ,  as  w e l l  a s  o t h e r  i n t e r e s t e d  

A m e r i c a n  c i t i e s ,  t o  d e v e l o p  a P a n  A m e r i c a n  E n e r g y  A l l i a n c e .  

T h e  S o u t h / W e s t  E n e r g y  C o u n c i l  h a s  a d o p t e d  a s i m i l a r  E n e r g y  

A l l i a n c e  r e s o l u t i o n  a n d  is w o r k i n g  to d e v e l o p  t h e s e  m e a s u r e s  

i n  t h e  W e s t e r n  H e m i s p h e r e .  H J R  4 8  a l s o  u r g e s  G o v e r n o r  H i c k e l  

a n d  h i s  a d m i n i s t r a t i o n  to p a r t i c i p a t e  i n  t h e s e  e f f o r t s .

I ' v e  a t t a c h e d  a c o p y  o f  t h e  r e s o l u t i o n  a n d  a d d i t i o n a l  b a c k - u p .  

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  c o n t a c t  m y  o f f i c e  a n d  s p e a k  
w i t h  A l e x i s  M i l l e r  a t  4 6 5 - 3 4 6 7 .

FAIRBANKS 20B



S o u t h / W e s t  E n e r g y  C o u n c i l
290 E. Carpenter Freeway, Suite 114 

Irving, Texas 75062

POSITION P A P E R  

ON

A PA N  A M ER IC A N  E N E R G Y  A L L IA N C E

The South/West Energy Council is the organization of state leg islators 

representing the energy-producing states of A m erica . Drawing on the knowledge gained 

through years o f hands-on experience, the Council provides a forum for state  leg islators 

to develop public policy responses to national energy and environm ental issues. The 

purpose o f the Council is to promote a national energy policy that encourages domestic 

energy production and ensures long-term energy secu rity  for the nation.

Today the United S ta tes is undisputably dependent on foreign o il to keep our lights 

on, our cars ro lling  and, indeed, our economy functioning . However, with a thoughtful 

energy po licy , th is nation can be dependent w ithout being vulnerable.

Unfortunately today the U .S . is both...dependent and vulnerable.

The sp ec ific  proposal the South/West Energy C o uncil ra ises to this point would be 

but one part o f a national energy policy. It  is a proposal for a Pan Am erican Energy 

A llian ce .

Th is proposal is a grass roots po licy e ffo rt . I t  is born of the producing states' 

rea liza tio n  that the boom and bust o il cyc le  is devastating to stable economies and 

sta te  governm ent.



The recent energy price bust, which saw oil prices drop from 32 dollars a barrel to

10 dollars over a four-month period has meant fisca l crises and the highest 

unemployment rates in the nation for producing states. Even sizable drilling  incentives 

offered  by state  governments couldn't budge the rig count which dove with the price.

Investors had no fa ith  in the price of o il. Only now, a fte r seven months of $18-20

011 are we seeing signs o f a c t iv ity  in the o il patch. The lesson learned was that of the 

tremendous im portance of world m arket stab ility  to investm ent in domestic exploration 

and production.

Obviously, states can not leg islate world o il m arket conditions, but they can 

influence federa l po licy . They can push for policies that w ill mean a stable economic 

environment for energy development.

Consequently, the South/West Energy Council proposes a Pan Am erican Energy 

A lliance  as the basis for this s ta b ility . We want to discuss an agreement among the 

prim ary producing nations of the western hemisphere, to assure a secure supply of oil in 

tim es of c r is is . The benefit of such an A lliance  would be to bring a measure o f 

economic s ta b ility  to the world's o il m arket, and consequently to national economies 

around the world, by neutra liz ing  threats of an embargo.

It  would provide for our national defense by assuring a secure supply ‘of o il from 

w ithin our own sphere of influence. The tie  between national secu rity  and energy was 

recognized by the Reagan Adm inistration in its  energy secu rity  report issued last 

spring. M ilita ry  a c t iv ity  in the Persian G u lf has been the federal response.

Fu rth e r, an A lliance  would encourage trade among the dem ocratic neighbors o f 

the western hemisphere, improving Pan Am erican relations, and the La tin  Am erican 

national debt s ituation .

C e rta in ly  though, th is proposal is not a panacea. It  would be but one part of a 

successfu l energy po licy. N ational energy policy must be based on a productive 

dom estic o il and gas industry, continuous strides in conservation and the development o f 

a lte rn a tive  sources o f energy to complement a Pan Am erican Energy A lliance .
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We are not suggesting that the U .S . exc lu sive ly  trade within this hemisphere; 

when it comes to energy, this country is not in a position to k ick  sand in anyone's face. 

But we can "ed irect our attention to our neighbors, who are energy trade partners of 

long-standing.

A Pan A m erican  Energy A llian ce  might be structu red  as a m u ltila te ra l treaty  or 

even a number o f b ila te ra l agreem ents. Ex isting  organizations like the Organization of 

Am erican S tates (O AS) could be used as forums to reach such accords.

There are a number of parties who might be included. Obviously the hemisphere's 

major producers come to mind: Canada, the U .S ., M exico and Venezuela. Additionally, 

a ll producing nations could be approached: Colum bia, Peru, Trin idad and Tobago, 

Ecuador and others.

F in a lly , it  may be p o lit ica lly  a ttra c t iv e  to include a ll nations of the western 

hemisphere, recognizing the great dependence that sm a lle r, non-producing nations have 

on o il im ports. Along these lines, Mexico and Venezuela have just renewed the San Jose 

Accord which com m its them to supplying certa in  amounts of crude to Caribbean 

nations.

In order to knowledgably consider the fe a s ib ility  of the Pan Am erican Energy 

A lliance  proposal it  is necessary to review  the world o il situation . It's a sm all world 

when wc ta lk  about energy and o il must be considered in a global context.

By  fa r , the g reatest world reserves are located in the Middle E a s t . Th is is read ily 

apparent in Figure 1, which shows reserves as w e ll as production to-date.

The nation w ith the greatest conventional reserves is Saudi A rab ia  w ith 167 billion 

barre ls . In te resting ly , the second greatest reserves are in the western hemisphere.

Not surprising ly , the U .S . has one of the highest cu lm ulative  production leve ls in 

the world. A Congressional Research  Serv ice  study published earlie r this year p red icts , 

the U .S . w ill begin a production decline before 1990, adding pressure to im port.
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Figure  2 highlights the four greatest reserves in the western hemisphere. Here 

Mexico and Venezuela are neck-and-neck with 54 and 55 billion barrels apiece. 

However, these proven reserve figures do not include Venezuela's so-called "black ace 

in the hole", the Orinoco B e lt, w ith  its heavy crude reserves estim ated to be as high as 

267 billion barre ls . The U .S. has the third largest reserves in the western hemisphere 

with 27 billion barre ls and Canada has 4.8 billion barrels in reserves.

Looking more closely at the U .S . situatiOi cu^^c.it U .S . consumption is, very 

roughly, four and one-half b illion  barrels a year. Figure 3 illu stra tes domestic 

production, im port, consumption and reserve levels in 1987.

An exam ination of the cu rren t U .S . import situation reveals that in 1987 almost 

40 percent of the crude oil consumed in the TJ.S. (38.9 percent! w ill be imported. Th is is 

up from 31 precent only two years ago.

In fa c t , at the tim e of the 1973 Arab o il embargo, the U .S . imported about 31 

percent o f our demand. To appreciate the sensitive nature of the m arket, it should be 

noted that in 1973 only 8 percent of our o il supply was throttled  o ff by the Arab 

Embargo. And ye t it  caused substantia l disruption in this nation.

A lm ost e xactly  ha lf (49.5 percent) o f U .S. imports come today from O PEC  

nations. Saudi A rab ia  alone supplies more than 15 percent of our im ports.

Counted in the O PEC  to ta l is 11 percent from Venezuela. But it should be noted 

here that in 1973, Venezuela, although a founding member of O P E C , stood by the U .S . 

In fact, it was Canada and Venezuela that kept the U .S. rolling during the embargo.

Over 40 percent o f our imported o il comes from the western hemisphere. Figure 

4 illu stra tes the top ten petroleum import sources and also notes Kuw ait's imports to 

the U .S .
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