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PRECONSIDERED RESOLUTION
By:  Council Members Baez and Martinez
 
TITLE:
A Resolution calling upon the New York State Legislature and the Governor to take steps to protect New York homeowners from catastrophic losses due to natural and manmade disasters by studying and considering measures to stabilize and strengthen our State’s system of catastrophic insurance including such measures as those proposed in the New York Consumers Catastrophe Preparedness and Protect Act in which the State would partner with the insurance industry to establish a New York State Catastrophe fund.     

BACKGROUND AND ANALYSIS: 


 In the aftermath of natural disasters such as major storms and hurricanes in Florida insurers either stopped providing certain types of coverage or raised the premiums above what was affordable to most homeowners. For example, in the aftermath of Hurricane Andrew in 1992, many of Florida’s largest homeowner insurers had to be bailed out by their parent companies and 11 insurers went into bankruptcy.  The ability of insurance companies to issue policies covering these types of losses was adversely affected.
   Since that time, Florida has implemented a catastrophe fund, which, according to reports consists of $32 billion and has aided in keeping rates for property insurance more affordable.
   


Similarly, according to reports, in the aftermath of the September 11, 2001 terrorist attacks, many property and casualty insurers stopped covering damage from terrorist attacks or raised premiums to exorbitant levels  (whitehouse.gov/newreleases/2002  “President Signs Terrorism Insurance Act) .  In response to the decline in reliable and affordable insurance coverage for terrorist activities, in 2002 the President signed into law the Terrorist Risk Insurance Act of 2002 which was extended in 2005 and is set to expire at the end of 2007.  In enacting the legislation, Congress declared that “the ability of businesses and individuals to obtain property and casualty insurance at reasonable and predictable prices, in order to spread the risk of routine and catastrophic losses, is critical to economic growth, urban development and the construction and maintenance of public and private housing...”  



According to testimony given by Florida Insurance Commissioner Kevin M. McCarthy before the Subcommittee on Housing and Community Opportunity, the United States is one of the only industrialized nations in the world that does not have a comprehensive catastrophe plan.  The reason for this according to the Commissioner is historical, in 1945 Congress passed the McCarran-Ferguson Act, which delegated most insurance regulation to the states. 
  In the wake of the many natural and man made disasters that the United States has endured in recent years there appears to be a trend to create state funded catastrophe insurance funds.   


A state funded catastrophe fund is already in place in Florida.
   Efforts have been made in New York State prior to the introduction of S.3800 and A.5118-B to create a catastrophe program funded by property insurance premiums that will protect New Yorkers from the consequences of a catastrophic storm, terrorist attack or other event.
  


Opponents of this fund argue that taxpayers would essentially be subsidizing insurance companies and to help bear costs that insurance companies can and should bear. 
 

PRECONSIDERED SLR

The New York City Council calls upon the New York State Legislature and the Governor to take steps to protect New York homeowners from catastrophic losses due to natural and manmade disasters by studying and considering measures to stabilize and strengthen our State’s system of catastrophic insurance including such measures as those proposed in the New York Consumers Catastrophe Preparedness and Protect Act in which the State would partner with the insurance industry to establish a New York State Catastrophe fund.     
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