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FEDERAL DISASTER INSURANCE

- THURSDAY, FEBRUARY 16, v1956

UNITED STATES SENATE,
ComMITTEE ON BANKING AND CURRENCY,
SUBCOMMITTEE ON SECURITIES ,
Washington, D.c.

The subcommittee met, pursuant to recess, in room 301, Senate Office
Building, at 11 a. m., Senator Herbert H. Lehman (chairman of the
subcommittee) presiding.

Present : Senators Lehman, Robertson, and Bush. '

Senator LeamaN. Gentlemen, before I call the first witness, Mr.
Meistrell, I want to read a short statement with regard to the hear-
ings which are now to be resumed on disaster-insurance legislation.

his is a hearing of the Securities Subcommittee of the Banking
imgl Currency Committee on the subject of disaster-insurance legis-
ation. .

The legislation that has been introduced on this subject has been

referred to this subcommittee, following the broader hearings held
during the recess by the Banking and Currency Committee as a whole,
over which I was privileged to preside as acting chairman. These
hearings were held in Washington, D. C., New York City, Goshen,
N. Y., Boston, Mass., Hartford, Conn., Providence, R. I., and Raleigh,
N. C., between October 31 and December 19 of last year.
- These hearings covered the entire field of catastrophic disaster, with
special reference to the impact of the flood disasters of last summer
and earlg autumn. Qur special field of exploration was into the 1[l)ossi-
bility of some form of insurance to protect businessmen and home-
owners against the risk of financial loss from these disasters.

Upon the request and urging of some members of this committee,
including Senator Bush and myself, the committee chairman, Senator
Fulbright, instructed the staff to prepare a staff study of disaster
insurance. That study, a most excellent and useful one, prepared
under the direction of a committee counsel, Mr. McKenna, was com-
pleted and has been printed as a committee document.

There were some legislative proposals before the Banking and
Currency Committee during its hearings last fall, but they were
largely informal and tentative.

he committee at that time-—and I will not rehash that matter
extensively now—did not have the specific recommendations of the
administration on the Fending matter. Itslowed usup. The admin-
istration’s original bill was introduced on January 5, and then a sub-
stitute version was introduced on January 18. Wanting to have the
full benefit of the administration’s legislative formulations2 I, for in-
stance, was slowed up in the redrafting of my own bill which I com-
pleted and introduced on February 6.

905



906 FEDERAL DISASTER INSURANCE

Now these two bills, as well as all other pending legislation on the
subject, have been referred to this subcommittee. will be, of
course, legislative hearings, with the aim and purpose of reporting
out an effective bill on this subject.

The bills before us now are : The administration bill, introduced by
Senator Bush, S. 2862, and an amendment to that bill in the nature of
a substitute ; a bill S. 3137, introduced ]l;{ me along with 10 cosponsors,
including Senator Kennedy, Senator Morse, who is a member of this
subcommittee, and Senator Sparkman who is a member of the full
committee; and finally the original Kennedy-Saltonstall bill, S. 2768.

All these bills; a sectional analysis of S. 3137 a sectional analysis of
S. 2862; a comparative analysis of the differences in the bills; and a
critique of S. 2862 will be inserted in the record at this point.

(The material referred to follows:)

(8. 2768, 84th Cong., 24 sess.]
A BILL To provide for national flood insurance and reinsurance, and for other purposes

Be it enaoted by the Senate and House of Representatives of the United States
of Amerioa in Congress assembled, That this Act may be cited as the “National
Flood Insurance Act of 1956".

DECLARATION OF PURPOSE

8ko, 2. It is the purpose of this Act to promote the national welfare by allevia-
ting the widespread economic distress suffered from time to time within the
United States, ita Territories and possessions, as a result of floods, and the
attendant impairment of the free flow of interstate and foreign trade and com-
merve, by providing direct governmental insurance of certain flood risks or by
making insurance of such risks available through private insurance companies
hy means of governmental reinsurance.

FUNCTIONS «

Sy R (a) Tw carry out the purposes of this Act, the head of whichever
executive department or agency is designated by the President to administer
thia Act thervinafter referred to as “the Administrator”) is authorized to pro-
vide, wpon the payment of such premiums and subject to such terms and condi-
tiona as he may estallish, either insorance or reinsurance, or both insurance and
reinanmneg, against damage to ar loss of privately owned real property, including
aamencial, industrial, and residential property and privately owned business
aventurics, due tn any food as defined hy the Admiaistrator (including damage
due v hurricabe-driven tides amd tidal waves, amd other high-water damage
P aither 3alt ar fresh water) ooearring within the limits of the United States,
115 Tarriturias and possassions, with sach faneral exceptions as the Administra-
TE WAL v adv iy, whenever in e apinior of the Administrator such
IRATAMY A7 TTRSATARY RRRA! i AT At TeRsanabie rates oOr Upon reason-
ARR AT RS TR ARRTATNE O nivee anthannad o S insarance business in
ANY NA R Varinn, of paswssear of e United Xrares: Mrensded, That such pro-
FTARL AL IASNTARYYE SRAN W S0 AFIRIINING S DAl Ta [T as an inducement for
\'\\u\w\*w\x\h\! Aguitan of fRANTRe R ATRS which are smhject to recurring

AN

B AR AdmpsiTatar Shall Tram Tinwe o Time prescmhe (1) premium rates
T AR DR A e Zand o TIrmmTRRNe whack e shall msake available
Wi A hosd o B AT T etk e ar Qe af prapeats to be insured,
And (D AR SR And SARTT5HANS Bndnt whaek and T aTees and subdivisions
TR W LR MR R drak TRt Shal e jnnhickhin AL el rhves shall be based
Wl a3 Py SR AR WO onsiders ok ol Jhe TRERS jneahcad amd shall to the
WA B P LB R T Ad i TRAAT W RENRRN 3 owver all admin-
AR LR B N L OV TN i OB Aoy 8RR WLl & reserves for
PR AL Nesae SRS I R R AT a0 NAWNW Panar ot evShnge with any State
MALL N S N RN Al i A T RTR Jaieae carporatioa
WA B ettt T LTS W ing e et RERine Tovgaeety bass within
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the United States such loss’experience and other information as may be neces-
sary for the establishment of such premium rates.

(c) The Administrator shall by regulation provide for the determination of
(1) the types and location of property with respect to which insurance and/or
reinsurance shall be granted, (2) the nature and limits of loss or damage in any
area or subdivision thereof which may be covered by such insurance or reinsur-
ance, (3) rates, terms, and conditions of such insurance or reinsurance, and
(4) such other matters as may be necessary to carry out the purposes of this
Act. The Administrator may decline such applications and risks and may es-
tablish from time to time such regulations with respect to the classification,
limitation, and rejection of applications and risks as he shall deem advisable
in order to carry out the purposes of this Act.

(d) In providing insurance and/or reinsurance, the Administrator may by
contract arrange for the financial participation of any person or company
authorized to do insurance business in any State of the United States in the
underwriting of risks assumed, and for their proportionate participation im
premiums and in any profits or losses realized or sustained. The Administrator
shall utilize the facilities and services of private insurance companies, estab-
lished insurance agents and brokers, and established insurance adjustment
organizations to the fullest extent possible, consistent with minimum cost of
providing insurance protection.

(e) The aggregate amount of insurance issued by the Administrator covering
the loss of or damage to any single piece of real property shall not exceed
$250,000. No claim shall be approved in an aggregate amount which exceeds
the actual cash value or the cost of replacing, repairing, or rebuilding the
damaged property with material of like kind and quality (less depreciation at
the time of damage), whichever is lower : Provided, That the approved amount
of any claim shall be reduced by $300 plus 10 per centum of the remainder, or
by such larger amount or percentage as may be prescribed by the Administrator
in the insurance contract. The Administrator shall prescribe such regulations
applicable to reinsurance as he may deem appropriate to give effect to the intent
of the limitations in this subsection. The Administrator may from time to
time prescribe such regulations regarding coverage available to subsidiary
and affiliated corporations as he shall deem appropriate to effectuate the
purpose of. this subsection.

(f) The Administrator, on and after the ﬂrst day of the sixth month follow-
ing the enactment of this Act, may provide insurance or reinsurance in an
aggregate amount not to exceed $500,000,000 outstanding and in force at any
one time, which limit may be increased, with'the approval of the President, by
further amounts of $500,000,000 each on July 1, 1957 and July 1, 1958,

FINANCING

SEc. 4. (a) To carry out the functions authorized by this Act, there is author-
ized to be established in the Treasury of the United States a National Flood
Insurance Fund (referred to hereinafter as the “Fund”). The capital of the
Fund shall consist of such amounts as may be advanced to it from appropri-
ations. Such sums as may be required are authorized to be appropriated with-
out fiscal year limitations for the purposes of the Fund.

(b) Advances shall be made to the Fund from the appropriations made there-
for only when requested by the Administrator, with the approval of the Presi-
dent. The Administrator shall pay into miscellaneous receipts of the Treasury,
at the close of each fiscal year, interest on such advances at a rate determined
by the Secretary of the Treasury, taking into consideration the average rate on
(smtstanding interest-bearing marketable public-debt obligations of the United

tates.

(c) Premiums paid to the Administrator for insurance and reinsurance
under this Act, interest earned on investments of the Fund, and receipts from
any other operations under this Act, including salvage operations, shall be
credited to the Fund. The Fund shall be available for the payment of liabil-
ities under such insurance and reinsurance and for payment of all expenses
of the Administrator under this Act.

(d) Whenever any capital in the fund is determined by the Administrator to be
in excess of its current needs, such capital shall be credited to the appropriation
from which advanced where it shall be held for future advances. After liquida-
tion of all outstanding advances, any cash in excess of current needs may be
invested or reinvested by the Administrator in interest-bearing obligations of
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 United States or in obligations guaranteed as to interest and principal by
nited States. The proceeds from the sale or redemption of the obligations
by the Administrator parsuant to this Act shall be credited to the Fund.

£

PAYMENY OF CLAIMS

5. Under such regulations as the Administrator may prescribe, he shall
adjust and pay valid claims either directly or through agents for losses covered
by insurance and reinsurance under this Act.. The Administrator shall collect
from participating insurance companies such amounts as they may be obligated
to contribute toward such losses.

g

COORIINATION WITH OTHER PROGRAMS

Src. 6. (a) In carrying out the functions authorized in this Act, the Admin-
istrator shall consult with other agencies of the Federal Government and inter-
state, State, and local agencies having respomsibilities for flood-control and
flood-damage prevention in order to assure that the insurance facilities offered
are consistent with the programs of such agencies, and shall utilize the facilities
and services of these and other public agencies to the fullest extent possible.
~ (b) No insurance or reinsurance shall be issued (1) for risks eligible for
insurance provided by other Federal programs, or to the extent that coverage
is available on reasonable terms from other private or public sources, or (2) for
properties whose use is in conflict with State or local flood zoning laws.

(c) Any department or agency of the Federal Government engaged in making
direct loans or advances, or in participating in, insuring, or guaranteeing loans
made by private lending institutions, for the construction, modernization, repair,
or purchase of property eligible for insurance under this Act may require as a
condition for such future financial assistance that such property be insured
against flood damage to the extent such insurance is available.

INSURANCE ADVISORY COMMITTEE

SEc. 7. The Administrator shall appoint an advisory committee, consisting of
not less than six individuals experienced in the writing of insurance against
property loss, to advise him with respect to the execution of his functions
pursuant to this Act.

[S. 2862, 84th Cong., 24 sess.]

A BILL To provide for an experimental national flood indemnity and reinsurance program,
and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the “National
Flood Indemnity Act of 1956”.

CONGRESSIONAL FINDINGS AND DECLARATION OF PURPOSE

Sec. 2. The Congress hereby finds and declares that the recurrence of dis-
astrous floods in the United States interferes with the praoduction of goods and
furnishing of services, impairs the free fiow of interstate and foreign trade and
commerce, causes widespread hardship and economic distress, and has a general
adverse effect on the Nation’s welfare. The Congress hereby further finds and
declares that at present there is not generally available to the people of the
United States any program through private enterprise which is adequate to pro-
vide reimbursement for damage to and loss of property as a result of such floods.
It is therefore the purpose of this Act to promote the national welfare by
(1) making available, in cooperation with the various States, a program of in-
demnities with respect to certain types of property damaged or lost as a result
of floods and (2) making available a program of reinsurance by the Federal
Government of private insurers who underwrite certain flood risks.

DEFINITIONS

SEc. 3. As used in this Act the term—

(a) “Administrator” means the Housing and Home Finance Administrator;

(b) “Person” means an individual or group of indviiduals, corporation, part-
nership, association, or any other organized group of persons, including State and
local governments and agencies thereof ;
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(e) “Real property” means land, interests in land, and improvements on land
which are permanently affixed to the land ;

(d) “Insurable interest” means any right. title, interest or .other property
right, legal or equitable, in and to property and any ether interest benefit, or
advantage with respect to property which, in the determination of the Adminis-
trator, is an insurable interest for the purpose of this Act by reason of being of
such nature that any loss or destruction of or damage to such property would
result in an immediate and direct pecuniary loss to the person having such other
interest, benefit, or advantage ; and

(e) “United States”, when used in a geographical sense, means the several
States, the Ditsrict of Columbia, the Territories of Alaska and Hawaii, the Com-
monwealth of Puerto Rico, and all other territories of the United States.

(f) “State” includes the several States, the District of Columbia, the Terri-
tories of Alaska and Hawaii, the Commonwealth of Puerto Rico, and all other
Territories of the United States.

TITLE I—INDEMNITIES

SEc. 101. Subject to the provisions of this Act and such terms and conditions
as the Housing and Home Finance Administrator may prescribe, the Adminis-
trator is hereby authorized to issue indemnity contracts obligating the United
States to indemnify persons for damage to or loss of real property, business in-
ventories, stored agricultural commodities, household effects, and such other
personal property as he may determine, as a result of floods occurring within
the limits of the United States. For purposes of this Act, the term “flood” shall
include rising water caused by tide, wind, or rain and shall have such further
meaning as prescribed by regulation of the Administrator.

SEc. 102. Indemnity contracts issued under this Act shall be subject to the
payment of fees established by the Administrator. Such fees shall be based on
consideration of the risks involved and the desirability in the public interest
of providing indemnity protection at reasonable cost, and shall be uniform
throughout the United States for similar risks: Provtded, That in establishing
such fees the Administrator shall set up “estimated rates” which would be
necessary to provide adequate reserve to pay all claims for losses over a reason-
able period of years: And provided further, That no indemnity contract shall be
issued for a fee less than 60 per centum of such “estimated rate”, nor unless the
State, in which the property covered by the indemnity contract is located, has
paid into the Federal Flood Indemnity Fund (hereinafter created), to the extent
of such contract, an amount equal to 50 per centum of the difference between
the fee so charged and the “estimated rate”. The United States shall pay into
such fund an amount equal to the State’s contribution, for each indemnity con-
tract issued, appropriations for which are hereby authorized. All administra-
tive expenses of the Federal Government under this Act shall be paid from funds
appropriated by the Federal Government as authorized in section 304.

SEc. 103. The Administrator shall, by regulation, provide for the determination
of (1) the types and location of property with respect to which indemnities shall
be provided ; (2) the nature and limits of losses or damage which may be covered
by such indemmty contracts; (3) the fees, terms, and conditions of such indem-
nity contracts; and (4) such other matters as may be necessary to carry out the
purposes of this Act. The Administrator may decline any application or risk
and may issue from time to time such regulations with respect to the classifica-
tion, limitation, and rejection of risks, and such regulations regarding coverage
available to joint owners and subsidiary and afiliated corporations as he shall
deem approoriate to effectuate the nurnoses of this Act.
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amount may beé increased by not to exceed $1,000,000,000. Within the limitations
herein prescribed, the Administrator shall from time to time determine the
aggrezate amount of such obligations which may be outstanding and in force
under this title, at any one time, in particular geographical areas of the United
States, taking into account the needs of persons in such areas for such in-

_demnity protection.
. TITLE II—REINSURANCE

Sec. 201. The Administrator is authorized to provide reinsurance of insurance
companies, under any plan or plans of reinsurauce, as he determines will best
effectuate the purpose of this Act, against loss on account of insurance issued
by such companies against damage to or loss of real or personal property, due
to floods occurring within the United States, as may be necessary to enable
such companies to provide such insurance where it would otherwise be un-
available.

SEc. 202. The Administrator shall prescribe premium rates for the reinsur-
ance he makes available nnder authority of this Act and the terms and condi-
tions under which, and the areas and subdivisions thereof within which, each

' rate shall be applicable. All such rates shall be based upon consideration of the
risks involved and shall be adequate, in the judgment of the Administrator, to
‘cover all claims for losses under reinsurance agreements over a reasonable pe-
riod of years. All such rates shall be uniform throughout the United States
"for similar risks. °
1 Sec. 203. The Administrator may by regulation provide for the determination
of (1) the types of property with respect to which reinsuralce will be granted,
(2) the maximuimn premium rate permissible to be charged for any policy of in-
surance reinsured under the provisions of this Act, (3) the nature and limits of
"losses or damage which may be covered by such policies (4) provisions which
‘must be contained in such policies, and (5) such other matters as may be
necessary to carry out the purposes of this title.

Sec. 204. Reinsurance shall be provided by the Administrator under this Act
-only to the extent that it is not otherwise available at reasonable rates and upon
' reasonable conditions from private sources.

SEc. 205. The aggregate amount of reinsurance outstanding and in force
“at any one time under this title shall not exceed $100,000,000.

’ TITLE III—ADMINISTRATION AND FINANCING

! _ FEDKRAL FLOOD INDEMNITY ADMINISTRATION -

Sec. 301. (a) There is hereby established a Federal Flood Indemnity Admin-
istration as a counstituent unit in the Housing and Home Finance Agency at the
i head of which shall he a Commissioner, appointed by the Administrator, who

shall be paid at the same basic rate of compensation established for the Com-
;missioners of the other constituents of the Housing and Home Finance Agency.
i (b) Section 101 of the Government ‘Corporation Control Act, as amended, is
! hereby amended by inserting the words “Federal Flood Indemnity Administra-
- tion,”’ after the words “Federal Housing Administration”.

(e) In the performance of, and with respect to, the functions, powers, and
duties vested in him by this Act, the Administrator, notwithstanding the provi-
sions of any other law, shall maintain an integral set of accounts which shall be
- audited annually by the General Accounting Office in accordance with the prin-
"eiples and procedures applicable to commercial transactions as provided by the
Government Corporation Control Act, as amended, and no other audit shall be
required : Provided, That such ﬁnancial transactions of the Administrator as the
issuing of indemnity contracts and the making of reinsurance agreements, and
vouchers approved by the Administrator in connection with such financial trans-

‘ actions, shall be final and conclusive upon all officers of the Government.

FINANCING

. SEC.802. (a) To carry out the functions authorized by this Act, the Administra-
"tor shall establish a Federal Flood Indemnity Fund and a Federal Flood Rein-
surance Fund. All indemnity fees and all payments by the Federal Government
. and by States pursuant to section 102 of this Act shall be deposited in the Federal
"Flood Indemnity Fund. All reinsurance premiums collected under section 202
of this Act shall be deposited in the Federal Flood Relnsurance Fund. Moneys in
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both such funds may be invested in obligations of the United States or in obliga-
tions guaranteed as to principal and interest hy the United States. Such obliga-
tions may be sold and the proceeds reinvested as provided herein if deemed.
advisable by the Administrator. Income from such investment and proceeds.
from properties acquired under this Act shall be deposited iu the respective funds..
SEc. 303. In order to finance activities under this Act, the Administrator is
anthorized to issue to the Secretary of the Treasury, from time to time, notes and.
other obligations in an amount not exceeding $500,000,000 outstanding at any one.
time. Such obligations shall be in such forms and denomiations, have such
‘maturities, and be subject to such terms and conditions, as.may be prescribed by.
the Administrator with the approval of the Secretary of the Treasury. Such
notes or other obligations shall bear interest at a rate determined by the Secretary
of the Treasury, taking into consideration the current average rate on outstand-
ing marketable obligations of the United States of comparable maturities as of
the last day of the month preceding the issuance of such notes or obligations.
The Secretary of the Treasury is authorized and directed to purchase any notes
and other obligations of the Administrator to be issued hereunder and for such
purpose the Secretary of the Treasury is authorized to use as a public debt trans-
action the proceeds from the sale of any securities issued under the Second Lib-
erty Bond Act, as amended, and the purposes for which securities may be issued-
under such Act as amended, are extended to include any purchase of such notes
and obligations. The Secretary of the Treasury may at any time sell any of the
notes or other obligations acquired by him under this section. All redemptions,
purchases, and sales by the Secretary of the Treasury of such notes or other obli-
gations shall be treated as public debt transactions of the United States. Funds:
borrowed under this section shall be deposited in such proportions as the Admin-
istrator deems advisable in the Federal Flood Indemnity Fund and the Federak
Flood Reinsurance Fund.
© %'Skc. 304. Moneys 'in the Federal Flood Indemnity Fund and in the Federat
Flood Reinsurance Fund may be used for the following purposes as deemed
necessary by the Administrator: (1) to pay from the Federal Flood Indemnity
Fund approved claims for losses under indemnity contracts and other expenses
incurred under title I of this Act, and (2) to pay from the Federal Flood Rein-
surance Fund approved claims under reinsurance agreements and other expenses
incurred under title II of this Act, and (3) to pay to the Secretary of the
Treasury sums borrowed from him, with interest, in accordance with the pro-
visions of section 303 of this title: Provided, That no administrative expenses
of the Federal Government shall be paid from either. of such funds. There is
hereby authorized to be appropriated such sums as may be necessary for admin-
istrative expenses of the Federal Government under this Act, !
See. 305. In the event that tire Administrator in unable to pay any valid
elaim wnder any indemnity contract or any reinsurance agreement, the Secre-
tary of the Treasury shall pay the amount thereof which is hereby authorized
to be appropriated out of any money in the Treasury not otherwise appropriated.

TITLE IV—GENERAL PROVISIONS

PARTICIPATION BY PRIVATE COMPANIES AND PUBLIC AGENCIES

SEc. 401. The Administrator shall encourage the maximum participation of
private companies in providing indemnities and reinsurance under this Act.
Notwithstanding the provisions of any other law, the Administrator is au-
thorized and directed to utilize the facilities and services of other public agencies
or private insurance companies and of established insurance agents and brokers
and established insurance adjustment organizations to the maximum extent
which he shall deem practicable and consistent with providing such protection
at minimum cost and he may arrange and contract for payment of reasonable
compensation for such services. The Administrator is hereby authorized to
enter into agreements with private companies prescribing their respective rights
and obligations and providing for any such company to act as underwriting

"agent or claim agent or both on behalf of the Administrator.

SEc. 402. The Administrator shall from time to time consult with representa-
tives of the insurance industry and shall make continuing studies and investiga-
tions for the purpose of developing methods for expanding the reinsurance
program and for facilitating the ultimate assumption of all flood risks by private
insurance carriers.
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SEc. 403. On or before January 3, 1961, the Administrator shall transmit a
report to the President, for submission to the Congress, on the functions, organiza-
tion, and accomplishments under this Act, including information on the extent
to which private insurance companies have partlcipated in the indemnity and rein-
surance programs established under the Act. This report shall contain such
recommendations as the Administrator deems appropriate including, however,
either (1) a recommendation for such legislation as may be necessary for the
termination of the Government programs under this Act and an assumption
of flood risks by private insurance companies or (2) an explanation as to why
such legislation at that time would not be feasible or desirable.

PAYMENT OF CLAIMS

SEC. 404. (a) Under such regulations as the Administrator may prescribe he
shall adjust, compromise, and pay claims, either directly or through agents, for
losses covered by indemnity contracts and reinsurance agreements under this
Act. No claim shall be approved in an aggregate amount which exceeds the
actual cash value of the damaged or lost property or the cost of replacing, repair-
ing, or rebuilding the said property with material of like kind and quality (less
depreciation at the time of damage or loss), whichever is lower.

(b) Upon disallowance of any claim or upon refusal of a claimant to accept
the amount allowed by the Administrator, the claimant, withon one year after
the date of mailing notice of disallowance or partial disallowance by the Ad-
ministrator, may institute an action against him on such claim in the United
States District Court for any district in which the property covered or a part
thereof is situated. The Administrator shall appoint one or more agents within
the jurisdiction of each United States District Court upon whom service of process
can be made in any action instituted under this section. Exclusive jurisdiction is
hereby conferred upon such courts, sitting without juries, to hear and determine
such actions without regard to the amount in controversy.

COORDINATION WITH OTHER PROGRAMB

Sec. 405. (a) In carrying out the functions authorized in this Act, the Admin-
istrator may consult with other agencies of the Federal Government and inter-
state, State, and local public agencies having responsibilities for land-use and
flood control and for flood-zoning and flood-damage prevention in order to as-
sure that the indemnity and reinsurance facilities offered are consistent with the
programs of such agencies. Where the program of the Administrator may affect
existing or proposed flood control works under the jurisdiction of agencies of the
Federal Government these agencies shall cooperate with the Administrator in co-
ordinating their respective programs. The Secretary of Agriculture and the
Administrator shall coordinate the administration of their respective programs
relating to flood indemnities, insurance, and reinsurance for agricultural com-
modities.

(b) The Administrator may receive from, or exchange with, any State insur-
ance commission or agency or any private corporation or association experienced
in the problems of indemnities, insurance, or reinsurance, such information as
may be helpful in the establishment of indemnity fees and reinsurance premiums
and the administration of the programs authorized under the provisions of this

ADDITIONAL POWERS

SEC. 406. For the purpose of carrying out functions under thls Act the
Administrator may—

(a) sueor besued;

(b) notwithstanding the provisions of any other law and without regard
to sections 3648 and 3709 of the Revised Statutes, as amended (31 U. S. C.
529 and 41 U. 8. C. 5), and section 322 of the Act of June 30, 1932 (47 Stat.
412, as amended (40 U. 8. C. 278a) ), enter into and perform contracts, leases,
cooperative agreements, or other transactions, on such terms as he may
deem appropriate, with any agency or instrumentality of the United States.
or with any State or agency or political subdivision thereof, or with any
person, firm, association, or corporation and consent to modification thereof,
and make advance or progress payments in connection therewith ;

(c¢) notwithstanding the provisions of any other law and without regard to
sections 3648 and 3709 of the Revised Statutes, as amended (31 U. S. C.
529 and 41 U. 8. C. 5), and section 322 of the Act of June 30, 1932 (47
Stat. 412, as amended (40 U. 8. C. 278a) ), by purchase, lease, or donation
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acquire such real and personal property and any interest therein, make
advance or progress payments in connection therewith, and hold, use,
maintain, insure against loss, sell, lease, or otherwise dispose of such
real and personal property as the Administrator deems necessary to carry
out the purposes of the Act;

(d) appoint, pursuant to civil service laws and regulations, such officers,
attorneys, and employees as may be necessary to carry out the purposes of
this Act; fix their compensation in accordance with the provisions of the
Classification Act of 1949, as amended ; define their authority and duties;
require bonds from such of them as may be necessary ; and delegate to them
and authorize successive redelegations by them of such of the powers vested
in him by this Act as he may determine;

(e) notwithstanding the numerical limitation in section 505 of the Clas-
sification Act of 1949, as amended, the Administrator may establish and
place one position in grade GS-17 and two positions in grade GS-16 in carry-
ing out the functions vested in him by this Act, which positions shall be in
addition to any positions presently allocated to the Housing and Home
Finance Agency under said section 505 ;

(f) conduct researches, surveys, and investigations relatings to flood
indemnities and reinsurance and assemble data for the purpose of estab-
lishing fees and premiums for flood indemnities and reinsurance under
this Act;

(g) issue such rules and regulations as he deems necessary to carry out
the purposes of this Act ; and

(h) exercise all powers specifically granted by the provisions of this Act
and such incidental powers as are necessary to carry out the purposes of
this Act.

EXEMPTIONS OF CLAIMS FROM LEVY

SEc. 407. Claims under any indemnity contract or reinsurance agreement under
this Act shall not be liable to attachimnent, levy, garnishment, or any other legal
process before payment to the insured, or to deduction on account of the indebted-
ness of the insured or his estate to the United States except claims of the United
States arising under this Act.

RESERVATION OF RIGHTS IN REAL ESTATE ACQUIRED

SEc. 408. The acquisition by the Administrator of any real property pursuant
to this Act shall not deprive any State or political subdivision thereof of its civil
or criminal jurisdiction in and over such property or impair the civil rights under
the State or local law of the inhabitants on such property.

TAXATION

SEc. 409. Nothing in this Act shall be construed to exempt any real property,
acquired and held by the Administrator in connection with the payment of any
claim under this Act, from taxation by any State or political subdivision thereof,
to the same extent, according to its value, as other real property is taxed.

SEPARABILITY OF PROVISIONS

Sec. 410. If any provision of this Act or the application of such provision to
any person or circumstances, shall be held invalid, the remainder of the Act and
the application of such provision to any person or circumstance other than those
to which it is held invalid shall not be affected thereby.

[8. 2862, 84th Cong., 2d sess.]

AMENDMENT (in the nature of a substitute) intended to be proposed by Mr. Bush to the
bill (8. 2862) to provide for an experimental national flood indemnity and reinsurance
rogram, and for other purposes, viz: Strike out all after the enacting clause and insert

! fn lieu thereof the following : .

That this Act may be cited as the “National Flood Indemnity Act of 1956”.

CONGRESSIONAL FINDINGS AND DECLARATION OF PURPOSE

SEC. 2. The Congress hereby finds and declares that the recurrence of floods
in the United States impairs the free flow of interstate and foreign trade and
commerce, causes widesprerd hardship and economic distress, and has a gen-
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eral adverse effect on the Nation’s welfare. The Congress hereby further tinds
and declares that at present there is not generally availahbie to the people of
the United States any program through private enterprise which is adequate to
provide reimbursement for damage to and loss of property as a result of such
floods. It is therefore the purpose of this Act to promote the national welfare hy
(1) making available, in cooperation with the various States, a program of in-
demnities with respect to certain types of property damaged or lost as a result
of floods and (2) making available a program of reinsurance by the Federal
Government of private insurers who underwrite certain flood risks.

: v DEFINITIONS

SEc. 8. As used in this Act the term—

(a) “Administrator” means the Housing and Home Finance Administrator;
(b) “Person” means an individual or group of individuals, corporation, part-
nership, association, or any other organized group of persons, including State
and local governments and agencies thereof ;

" (e¢) “Real property” means land, interests in land, and improvements on
land which are permanently affixed to the land ;

" (d) “Insurable interest” means any right, title, interest or other property
right, legal or equitable, in and to property and any other interest, henefit, or
advantage with respect to property which, in the determination of the Adninis-
trator, is an insurable interest for the purpose of this Act by reason of heing of
such nature that any loss or destruction of or damage to such property would
result in-an immediate and direct pecuniary loss to the person having such other
interest, benefit or advantage ;

(e) “United States”, when used in a geographical sense, means the several
States, the District of Columbia, the Territories of Alaska and Hawaii, the
Commonwealth of Puerto Rico and other Territories and possessions of the
‘CUnited States; and
.. (f) “State” includes the several States, the District of Columbia, the Terri-
tories of Alaska and Hawaii, the Commonwealth of Puerto Rico and other
Territories and possessions of the United States.

TITLE I—INDEMNITIER

SEc. 101, (a) Subject to the provisions of this Act and such terms and condi-
tions as he may prescribe, the Administrator is hereby authorized to issue in-
demnity contracts obligating the United States to indemnify persons for damage
to or loss of real property, business inventories, stored agricuitursl commmodi-
ties, household effects and such other personal property as he may determine,
as a result of floods occurring within the limits of the United States. FfFor pur-
poses of this Act, the term “fiood” shall include rising water caused by tide, wind,
or rain and shall have such further meaning as prescribed by regulation of the
Adniinistrator.

(b) Indemnity contracts shall be issued only with respect to property in
those States which participate in the program as hereinafter provided.

SEc. 102. An indemnity contract shall be issued under this Act only upon the
payment of a fee by the person indemnified and the payment of a contribution,
to the extent hereinafter required, by the State in which the property is located.
Such fees shall be established by the Administrator and shall be based on con-
sideration of the risks involved and the desirability in the public iuterest of pro-
viding indemnity protection at reasonable cost, and shall be uniform throughout
the United States for similar r