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SUBJECT:

Hurricane Katrina: Proposed Emergency Rules in Louisiana

SUBJECT AREA(S):

Managing agents and Lloyd's brokers transacting property and casualty
insurance in Louisiana

ATTACHMENTS:

Emergency Rules 15 and 17

ACTION POINTS:

Managing agents and Lloyd's brokers to ensure that they can comply
with the proposed Emergency Rule. They may provide comments on
the rule to Lloyd's, for incorporation in Lloyd's comments to the
Louisiana Department of Insurance

DEADLINE(S):

Comments on draft rule due to be provided to Louisiana Department of
Insurance by Monday 12 September, 2005
Comments should be provided to Lloyd’s by 12 noon on Monday 12
September

Purpose of Bulletin
To inform the market of a two proposed Emergency Rules in Louisiana, following Hurricane
Katrina. Emergency Rule 15 is concerned with property and casualty insurance and
Emergency Rule 17 with health insurance in Louisiana.
Background
Recipients will be aware that Hurricane Katrina has caused considerable damage in the US
states of Alabama, Louisiana and Mississippi. Lloyd’s initial central response to this
catastrophe was detailed in letters sent on 7 September 2005 to Chairmen, Chief Executives
and Managing Directors of managing agents and Lloyd’s brokers.
A regulatory summit was held in Atlanta, Georgia, on Wednesday 7 September. It was
attended by senior delegates from state insurance departments, including Louisiana and
Alabama. Attendees included Joe Gunset, General Counsel for Lloyd’s America , John
Mulhern, Partner, LeBoeuf, Lamb, Greene & MacRae LLP, Bill Rendall of the LMA and John
O’Neill, Group Head of Claims, Wellington plc and chair of LMCG.
At the regulatory summit, J. Robert Wooley, Louisiana Commissioner of Insurance,
introduced two draft Louisiana Emergency Rules, numbered 15 and 17.

Lloyd’s is authorised under the Financial Services and Markets Act 2000

Emergency Rule 15
This Rule applies to:
“All insurers, HMOs, Premium Finance Companies, Surplus Lines and other entities
doing business in Louisiana and/or regulated by the Commissioner of Insurance and
the Louisiana Department of Insurance.”
The draft text of Emergency Rule 15 in the form that was circulated at the meeting is
attached to this bulletin. We understand that a key page narrowing the Rule’s application
was inadvertently left out. The omitted text will apply the Rule only to property and casualty
insurance issued to residents and businesses in seven parishes in Louisiana: Jefferson,
Orleans, Plaquemines, St. Bernard, St Tammany, Tangipahoa and Washington.
Recipients handling business in Louisiana will want to read the attachment and form their
own view of its impact on the business they have written. Some key points that you may
wish to bear in mind are that the Rule:
1. Applies to all insurers, including surplus lines insurers such as Lloyd’s. The
circulated text would be wide in its scope, affecting all types of insurance
covering risks in Louisiana (reinsurance is not excluded). The missing page
would narrow this somewhat, and Lloyd’s will seek further clarification on this.
2. Will become effective retroactively from 12.01 am on 26 August 2005.
3. Suspends all time limits imposed by policy provisions or correspondence upon
insureds who are victims of Hurricane Katrina that required the performance of an
act on or after 12.01 am, 26 August 2005. The suspension is for the term of the
present State of Emergency (Friday 26 August to Sunday 25 September, 2005),
plus any subsequent State of Emergency (paragraph A). It is likely that the State
of Emergency will be extended.
4. Makes any notice of cancellation or non-renewal or any other notice relating to
any type of insurance in force at 12.01 am, 26 August 2005 null and void. Any
such notice can be reissued to the insured in accordance with existing statutory
requirements, but not until the present or any subsequent State of Emergency
has been lifted (paragraph B).
5. States that “No policy shall be cancelled or nonrenewed solely because of a
claim resulting from Hurricane Katrina” (paragraph C).
6. Provides that insurers receiving a claim from an insured owing a premium may
offset the premium due against the claim (paragraphs E and J).
7. Contains detailed provisions concerning the cancellation of insurance contracts
financed by premium finance companies (paragraph G).
8. States that “A cancellation or nonrenewal may occur prior to September 26,
2005, or the expiration of any subsequent State of Emergency declared with
regard to Hurricane Katrina, at the written request or written concurrence of the
policyholder.
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9. Is a “prohibitory law”. This means that an insurer violating any of its provisions
could be subject to prosecution under applicable provisions of the Louisiana
Insurance Code. Penalties specifically mentioned are $1,000 for each separate
act or $25,000 for each separate act if the violator knew or reasonably should
have known he was in violation of the Rule.
Emergency Rule 17
This Rule applies to:
“All Health Insurance Insurers, HMOs, PPO’s, MCO’s and any other health insurance
entities doing business in Louisiana and/or regulated by the Commissioner of
Insurance and the Louisiana Department of Insurance”.
The text of this Rule is attached to this bulletin. As we believe that Lloyd’s managing agents
do not write health insurance in Louisiana, if a managing agent or Lloyd’s broker wants
further information they should contact Worldwide Markets: please see contact details at the
end of this bulletin.
Timetable
The timetable outlined at the regulatory summit for proceeding with these Rules is as
follows:
Monday September 12

Comments on draft Rules from interested parties due to
Louisiana Department of Insurance

Wednesday September 14

Revised drafts to be circulated to interested parties

Friday September 16

Final Rules to be issued.

Lloyd’s proposes to respond to the Louisiana Department of Insurance on Monday 12
September. If you have any comments or requests for clarification that you would like Lloyd’s
to include in its response please e-mail Worldwide Markets by 12 noon on Monday 12
September.
You should note that similar provisions are likely to be introduced in Alabama and
Mississippi in due course.
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Further information
If you have any queries about this market bulletin, please contact Lloyd’s Worldwide Market
Services:
Lloyd’s Worldwide Market Services
Tel: 020 7327 6677
Email: market.services@lloyds.com
Box 190b, Gallery 1
This market bulletin has been sent to active underwriters and the compliance officers of
managing agents and Lloyd’s brokers.

Julian James
Director,
Worldwide Markets
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