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Introduction

Hurricane Ike struck the upper Texas Gulf Coast on Friday, September 13, 2008. As the third
hurricane to hit Texas in 2008, it was the most devastating and destructive spanning more than
900 miles wide and impacting more than 29 counties.

Ike was rated as a Category 2 hurricane by the National Weather Service and its winds were
estimated at 110 miles per hour at landfall. Officials in areas outside of the Galveston area called
for most residents to "shelter in place," presuming they would be in a better position to stay and
ride out the storm. However, Ike hit harder than many thought and its storm surge reached an
unexpected 20 feet, drowning Galveston Island. Even more devastating was lke’s wind field
which covered 450 miles, causing catastrophic damage to areas miles from the coast.

Hurricane Ike's death toll reached up to 84 individuals. Thousands of homes and businesses were
destroyed. Communities on the Bolivar Peninsula were virtually wiped off the map leaving the
majority of residents homeless. Debris from buildings and trees buried homes. Businesses,
roads, beaches and the electrical grid were almost completely destroyed.

After the storm passed, the suffering continued. For those who "sheltered in place," thousands
were left without electricity, water and food. In some areas, the complete restoration of the
electrical service took more than four weeks. Without electricity, gas stations, pharmacies,
grocery stores, health and human service state offices and other facilities providing essential
services to the public were unable to open. Numerous private and public water utility districts
had no generators to keep their systems operating leaving thousands without water and plumbing
services. Thousands of individuals lacking transportation, including children and the elderly
were forced to walk to the Points of Distribution Sites (PODs). In some areas PODs were never
set up, causing some local elected officials to scramble to provide food and water to their
constituents.

Hurricane Ike struck the City of Galveston leaving behind a path of destruction. Many homes
were destroyed and the city's seawall and beaches were significantly damaged. Also, businesses
that had catered to the tourist trade were unable to re-open affecting the financial health of the
City.

The closure of the University of Texas Medical Branch at Galveston, as well as its Level 1
Trauma Center, deprived the region and the State of essential medical and trauma care.
Compounding this loss was the University of Texas Board of Regents decision to lay off
UTMB's workforce in excess of 3,000 people. This tragic decision and its impact continues to
unfold for the city and the region. Even with a collective decision by Galveston city workers to
take a three percent pay cut due to significant losses within the city's budget, the city's financial
well-being remains in question. With a post-lke Galveston population that is now two-thirds of
its pre-Hurricane lke numbers, Galveston elected officials and its community remain determined
and committed to recover despite the uncertainty which surrounds the community's difficult
financial and economic circumstances.




The recommendations that follow were culled from many hours of hearings in the areas left
devastated by Hurricane Ike. It is the Committee’s intent that this report provide helpful
information to the Legislature to assist these areas in recovering from Hurricane Ike and mitigate
losses and damages from future storms, severe weather and hurricanes. It is imperative that the
findings and suggestions in this report be reviewed diligently and in combination with one
another. The Committee believes that if the recommendations are adopted timely, Texas will be
better prepared the next time a hurricane strikes. With this in mind, the Committee recommends
that the House Select Committee on Hurricane Ike continue at least through the duration of this
legislative session in order to further study and monitor the recommendations in this report and
issues related to Hurricane Ike.




Charge to the Committee

Speaker Tom Craddick appointed the House Select Committee on Hurricane lke Storm
Devastation to the Texas Gulf Coast on October 6, 2008. The Committee was charged with
reviewing the State and local government response to the hurricane and identifying issues for the
Legislature to address to prepare for future natural disasters and their aftermath.

Committee Hearings

The Committee held six hearings in the regions devastated by Hurricane Ike.

e Hearing 1 November 10, 2008 University of Houston, Houston
This hearing covered Harris County

e Hearing 2 December 3, 2008  Johnnie Arolfo Civic Center, League City
This hearing covered Galveston, Chambers, Matagorda, Brazoria and Southern Harris
Counties. This hearing was held in conjunction with the Texas Senate Subcommittee on
Flooding and Evacuations

e Hearing 3 December 10, 2008 Lamar State College, Orange
This hearing covered Orange, Jefferson and Hardin Counties

e Hearing 4 December 16, 2008 Lone Star College, Tomball
This hearing covered Montgomery, Liberty, Walker and Northern Harris Counties

e Hearing 5 December 18, 2008 Parks and Recreation Community Center, Missouri
City
This hearing covered Fort Bend County

e Hearing 6 January 7, 2009 Galveston Island Convention Center, Galveston
This hearing covered Galveston County




Counties included in the Emergency Disaster Proclamation

due to Hurricane lke
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Hurricane lke
ZIP Codes for the Counties included in the Disaster Declaration
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Emergency Management

BACKGROUND AND FINDINGS

The Committee learned that the overall State response to Hurricane Ike was an improvement
from past hurricanes such as Katrina and Rita, according to local officials. However, there were
still many shortfalls. Failure to fund HB 2694 during the 80th Legislative Session, clearing up
lines of communication between federal, state, and local officials, designating evacuation staging
areas and the inability to provide quick temporary emergency housing proved problematic for
emergency management.

Disaster Contingency Fund

HB 2694 by Representative Mike Hamilton is the legislation that created the Disaster
Contingency Fund (DCF). The DCF was created as an acknowledgement that Federal
Emergency Management Agency (FEMA) assistance typically had long delays between the time
the disaster occurs and when benefits are actually received. Although FEMA operations are out
of the State's control that does not relieve the State from its duty to ensure that the residents of
the affected area are not financially attended to. The DCF is a mechanism that would mitigate
that delay by providing financial assistance to state agencies, local governments and other
eligible entities as a supplement to federal assistance. Although the Legislature successfully
created the helpful DCF they failed to fund it, thus making it useless for the emergency response
to Hurricane Ike. Had the DCF been funded it could have been used for:

e Revolving lines of credit, providing governmental entities assistance for immediate
disaster expenses, providing the State the opportunity to seek reimbursement from FEMA

e Low-interest, long-term loans to government entities to recover from disasters

e The purchase of generators by government entities

e A contract between the Texas Department of Housing and Community Affairs (TDHCA)
and mobile homes/modular homes companies to address housing needs without having to
wait for FEMA

e C(Creation of a fund with "easy to use" monies for use by Long Term Recovery
Organizations or other community groups dedicated to helping families rebuild their
homes after disasters—monies that would be used for special grants to non-profits

e Emergency and temporary housing

Federal, State and Local Communication

Recognizing that all disasters are different and damage cannot always be anticipated, there
should be a general understanding between the State and FEMA as to what will be reimbursable.
However, the Committee learned during testimony that this was not the case. There was
confusion and misunderstandings which led to financial losses by homeowners and government
entities that could have been avoided if lines of communication were clearer. What is essential is
a level of understanding that will lead to a quicker response.

Evacuation Staging Areas
The Division of Emergency Management (DEM) established a limited Disaster Resource




Support and Staging Area in 2007 in leased space in a portion of a city-owned warehouse in San
Antonio. The facility was initially intended to enable the State to store disaster response and
recovery supplies, (such as comfort kits and non-perishable foods) and equipment (including
thousands of cots and blankets) in a ready-to-use configuration and provide a place to marshal a
large number of transport and response vehicles and equipment needed to respond to emergency
events. The DEM reports the concept was used successfully throughout south, central and
southeast Texas during hurricanes and other major disasters in 2007 and 2008. During the 2008
hurricane season, a second site was activated in Lufkin.

Temporary Emergency Housing
(See Housing)

RECOMMENDATIONS

1. Ninety days prior to hurricane season, The Governor’s Division of Emergency Management
(DEM) should coordinate with the Federal Emergency Management Administration (FEMA)
annually on its emergency disaster plan to determine which items will be reimbursed by
FEMA.

2. Fund the Disaster Contingency Fund created by HB 2694 in the 80" Legislature. It should be
funded at $250 million for the next biennium: $150 million in general recovery funds and
$100 million for emergency and temporary housing (See Recommendation #3 under
Housing). To be supervised by the DEM.

3. Direct the DEM to streamline communications with local governmental entities before,

during and after severe weather events. Among the items to consider:

e Limiting the number of "coordinating entities" as intermediaries between local and state
government

e Indentifying emergency response organizations and officials to ensure inclusion on
conference calls before and after severe weather incidents

e Sharing information on emergency response assistance available and assist in locating
resources

4. Establish two State Disaster Resource Support Centers, one each in San Antonio and Lufkin.
To ensure the State is prepared to respond to and recover from major disasters in the future,
state funding is needed to lease two permanent storage and staging facilities in San Antonio
and Lufkin, provide a small staff to maintain the facilities and monitor their inventories,
purchase a limited amount of equipment and computers for inventory control and stock
management and to renew stocks of consumables and replace equipment damaged during
emergency operations. Total biennial cost: $3,687,250.

5. Review the delineation of the responsibilities and coordination of state agencies within the
Emergency Management Council.




6.

10.

11

Legislation to require back-up generators in counties prone to severe weather incidents at

businesses, facilities and entities providing critical services, including:

e All water supply utilities in order to provide an acceptable minimum standard of water
delivery

e All facilities that provide live-in care to the ill, the elderly and all special needs
populations

e (Qas stations in storm prone areas and along evacuation routes for citizens escaping from
severe weather, i.e. gas stations with six or more pumps

e Legislature should give consideration of drug stores and grocery stores needing to have
back-up power to compliment the policy of sheltering in place, i.e., retail and chain stores

Legislation to require the DEM to create a pamphlet that would be put on their website, each

biennium that will inform citizens how to survive a severe weather event. Among the items

to be covered would be:

e How to prepare before a severe weather event, such as trimming tree branches over
homes

e Making a plan to evacuate

e Supplies needed if people shelter in place, including being prepared to live without water
or electricity for seven to ten days

Legislation to require all entities that provide live-in care to the ill, elderly and special needs
population to create an emergency plan to cover evacuation and sheltering in place. This
plan would be submitted to both the DEM and the city or county in which the facility is
located. In order to receive a license or to be re-licensed, these facilities would need to have
a DEM approved emergency plan. The DEM would review for adequacy and suggest any
changes necessary to protect lives.

The Committee recommends that the capabilities of the Department of State Health Services
be expanded to assist with medical special needs evacuees.

DEM and local counties, within coastal areas, should coordinate an evacuation plan for jails
in the event an evacuation plan is necessitated

. Legislation to expand the sales tax holiday, in hurricane prone areas, held the Friday,

Saturday and Sunday of Memorial Day Weekend to include an exemption from state sales
tax on items people need to survive a hurricane event. Among the items that should be
considered for inclusion are:

Generators

Battery-operated radios or televisions

Batteries

Portable outdoor camp stove or grill with fuel supply

First aid supplies

Ice chests

Manual can openers

Plywood




University of Texas Medical Branch

BACKGROUND AND FINDINGS

UTMB and John Sealy Hospital have long received support from the local community. The
1881 enabling legislation, which established the University of Texas and the University of Texas
Medical Branch, stated that the University and the Medical Branch could not be located in the
same city. The University was established in Austin and with 70 percent of the vote, it was
determined that the Medical Branch be located in Galveston. The John Sealy Hospital began as
a private institution supported by the Sealy and Smith family with a mission to serve the poor
and all citizens of Galveston. The State did not control the hospital until 1940-41 when the
Galveston City Commissioners, The John Sealy Hospital Board, and the Sealy & Smith
Foundation Board agreed to hand over the hospital to the University of Texas Board of Regents
and UTMB with the assurance that the State would significantly increase state funding. Since
that time, the Sealy and Smith Foundation has pumped more than $600 million into buildings,
equipment, endowments and debt resolution.

At this time and with the current economic plight of UTMB, the Sealy and Smith
Foundation could certainly be an influential player in the future of UTMB on the Island by
making an additional financial commitment.

Level 1 Trauma Center

The loss of John Sealy's Level 1 Trauma Center status has placed an unmitigated strain on the
rest of the healthcare system in the surrounding region which serves some 5.7 million people.
With this loss, there are now only two Level 1 Trauma Centers in southeast Texas, Memorial
Hermann and Ben Taub in Houston. These two hospitals were running at capacity before the
storm and have worked feverishly to expand their capacity to take on the cases that are no longer
treatable at UTMB/John Sealy in Galveston. There is a growing concern in the medical
community about reducing the regional capacity for emergency and burn treatment in an area
that houses industrial complexes which are at risk for potential mass casualties either from
accidents or terrorist attacks. UTMB must be given sufficient financial support from the State to
restore its Level 1 Trauma Center immediately.

Impact on Healthcare for the Underserved

UTMB is the region and State's primary provider of uninsured and underinsured health care.
UTMB has contracts with numerous counties to provide such care at Medicaid reimbursement
rates, which are well below market. Many of these counties are now feeling the strain as they are
unlikely to establish other contracts at such rates. In 2008, UTMB had over 4,600 hospitalized
patients and handled 80,000 outpatient visits from persons without insurance or government
support. With the regional healthcare system operating at near full capacity there is currently
nowhere else for these patients to seek medical treatment. Furthermore, the system simply cannot
absorb all the care that UTMB was providing. Public and private hospitals and physicians are
witnessing an unsustainable rise in uncompensated care as a result of UTMB’s closure and
reduced capacity.




To the extent the State elects to restore UTMB fully, UTMB and the John Sealy Hospital will
require a total investment of $837 million for mitigation and repairs to bring them back to pre-
Ike conditions. Of this amount, $667.5 million is eligible for FEMA reimbursement with a 25
percent state match of $167 million. This money will be used for capital repair and mitigation
costs similar to the investments that the State and FEMA made to the Texas Medical Center in
Houston after Tropical Storm Allison hit in 2001. (At that time, the State saw fit to not only
rebuild the center but to invest in the “hardening” of the infrastructure to better withstand future
storms.)

RECOMMENDATIONS

1. Provide for all necessary funding to restore UTMB's Level 1 Trauma Center by funding
$6 million in facility reconstruction and mitigation as well as providing for approximately
35 more beds which are above the number of beds opened as of January 2009.

2. To offset the trauma center operational cost, Galveston County should implement a
hospital district in conjunction with surrounding areas. (See Recommendation #1 under
Galveston)

3. UTMB will need an additional $170 million to cover business interruption, which is not
covered by FEMA. There are non-FEMA natural disaster federal funds such as social
services block grants and Community Development Block Grants which could be
available for partial reduction of this number.

4. The Committee feels strongly that the University of Texas and the State should commit to
maintain UTMB on Galveston Island. Whether or not some components of UTMB may
be situated off the Island based on costs, staffing, regional needs, etc. are issues to be
considered. Parenthetically, uncertainties surrounding UTMB's future on the Island are
working against any plan to restore it and/or a Level 1 Trauma Center. Major layoffs
have already occurred, some members of the faculty have left and others are being
recruited by other medical facilities. A prolonged delay in deciding the future of UTMB
by the University and State will result in a much scaled down UTMB on the Island.

5. To the extent the State elects to restore UTMB fully, UTMB and the John Sealy Hospital
need a total investment of $837 million for mitigation and repairs to bring them back to
pre-lke conditions.
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Galveston

BACKGROUND AND FINDINGS

The immediate need for the City of Galveston is funding for recovery from Hurricane Ike. The
city employees, fire fighters and police have already taken a voluntary three percent reduction in
pay to assist in the recovery to the community. However, they will need over $300 million for
Galveston business community recovery. Federal Community Development Block Grant funds
are imperative but are insufficient. The city is asking that the State initiate a similar commitment
as provided in response to the 1900 Hurricane. After this devastating storm, the State realized
the value of restoring Galveston and made the appropriate investments so that the city could
receive the vital assistance essential to rebuilding.

The Delivery of Healthcare for Galveston

Since 1941, UTMB has served as the major provider of eligible indigent healthcare for
Galveston, the surrounding counties and the State. Prior to Hurricane Ike, 28 percent of
Galveston County's population did not have health insurance according to the Galveston County
Health District. While the future of UTMB remains uncertain, it is important to ensure a stable
and consistent healthcare delivery system for Galveston which could be achieved through the
creation of a hospital district, similar to Harris County's.

Economic Impact of UTMB

UTMB has served as one of the major employers for Galveston, employing 22 percent of the
city's pre-lke population of 57,000. Following Ike, the University of Texas Board of Regents
downsized UTMB and laid off over 3,000 UTMB employees which has had dramatic human and
economic consequences for Galveston and the region. Forty four percent of those laid off are
Galveston residents, 46 percent are League City and Dickinson residents and 10 percent live
outside of Galveston County. During her testimony before the House Select Committee on
Hurricane Ike, Mayor Lyda Ann Thomas commented on a citizen who stated to her, "Mayor, lke
brought us to our knees, but the Regents have knocked us to the ground. What can we do to save
ourselves and our city?" In assessing the future economic well-being of Galveston, it cannot be
emphasized enough the absolute and essential role that UTMB has served within the economy of
Galveston and the devastating impact of its loss.

The following outlines several methods of funding sources that may be helpful in the
rebuilding and restructuring of Galveston:

Sales Tax

One method of assistance used by the State after the 1900 storm was granting Galveston the
ability to retain the state portion of the sales tax during a brief period after the storm. Currently,
the city retains two cents and the State receives six and a quarter cents in return. The city is
requesting that it be allowed to keep the state share for a period of two years, using it to invest in
restoring the infrastructure and economy of the island. The Committee recommends that the

11



City of Galveston and any other city which was similarly impacted be allowed to retain their
portion of the sales tax for a period specified by the Legislature.

Galveston's Seawall and Beaches

The City is also currently working with both the General Land Office (GLO) and the Texas
Department of Transportation (TxDOT) to revitalize the economy and the tourism industry
which relies heavily on tourism dollars sourced from the City's seawall and its beaches. Roughly
6.5 million tourists visit Galveston's beaches each year. In 2006 alone, revenue from tourists
visiting Galveston beaches totaled more than $705 million. The General Land Office has already
taken action that will allow the entire Texas Gulf Coast to be eligible for increased federal
funding and has also assisted in the removal of debris and returning sand to replenish the beaches
and secure the sea wall.

Oyster and Fishing Industries

One of the best ways for the entire region to recover from Ike is to ensure that jobs stay in the
Galveston Bay region and that the economy recovers for industries that rely on the waterways.
Tax or other incentives are needed to encourage oyster harvesters/fishermen to return shell into
the bay to regenerate oyster beds/reefs. The oystermen pay leases to the State but were not
allowed by the State to repair their beds in a quick and timely manner. It is necessary to have
laws in place that encourage or require the rebuilding of the oyster reefs so that oyster production
can recover.

RECOMMENDATIONS

1. Collaborate with the City of Galveston and County and other contiguous counties that are
presently not part of a hospital district to establish a hospital district in that area to
provide healthcare funding (See Recommendation #2 under UTMB).

2. Legislation to allow the City of Galveston to keep the six and a quarter cents in sales tax
it now turns over to the State for a two-year period to provide funds for recovery from

Hurricane Ike.

3. Legislation to provide funds to continue Galveston beach replenishment through the
Coastal Erosion Planning and Response Act (CEPRA).

4. The state should work to secure all available resources on the national and state level to
assist the oyster and fishing industries.

5. State should evaluate what would be needed to restore Shriner's Hospital.

12



Coastal Issues
BACKGROUND AND FINDINGS

General Land Office

Current statute designates cities and counties as the responsible parties for cleaning and
maintaining public beaches within their respective jurisdictions. Hurricane Ike left an enormous
amount of debris on public beaches and the local governments have been overwhelmed in
addressing the cost of debris removal from beaches and other areas. In addition, the local
governments have been required to address other critical infrastructure needs as well as the needs
of storm victims. Requiring the General Land Office (GLO) be responsible for public beach
debris will allow the agency the ability to obtain reimbursement directly from FEMA in the
event of a disaster declaration.

Blue Water Highway

Some of the most severe highway damage caused by Hurricane Ike occurred 50 miles southwest
of Bolivar on the coastal highway between San Luis Pass (at the southwest tip of Galveston
Island) and the beachside community of Surfside near Freeport/Lake Jackson. Blue Water
Highway is officially named County Road 257 and connects SH 332 in Brazoria County to FM
3005 in Galveston County and is an essential mobility highway, serving as one of only two
evacuation routes for Galveston County. The Brazoria County Commissioners Court recently
passed a resolution declaring Blue Water Highway as a gateway between Galveston and Brazoria
counties and as providing an important commerce link for the many tourists visiting the area.

RECOMMENDATIONS

1. The Legislature should designate the GLO as the agency responsible for cleaning,
maintaining, and clearing debris from any public beach that is located within a county or
municipality that has been included in a disaster declaration made by the governor.

2. The Legislature should seek funding to help with the county's repair of the Blue Water
Highway/FM 3005 along the Texas Gulf Coast to ensure that the road is re-built, not only
to allow residents and businesses access to their homes but also in such a way that it acts
as a barrier to protect inter-coastal property from future destruction.

13



Port of Houston

BACKGROUND AND FINDINGS

The Port of Houston is a 25 mile long complex comprised of more than 150 private companies,
plus the public facilities operated by the Port of Houston Authority. It is an economic engine for
the Gulf Region and the State of Texas. Its contribution to the State's revenue is substantial,
generating $118 billion in economic activity and $3.7 billion in tax revenue. Thus, when the
port's operations are suspended due to catastrophic events like Ike, the economy of the region
and State suffer a serious loss. It is estimated that every day that the Port of Houston is closed, it
costs $322 million.

The Port of Houston was closed for five days during and after Hurricane Ike. Restoration of
electricity is vital for a speedy recovery. The Port of Houston Authority considered purchasing
backup generators for the Port but decided that it would be cost prohibitive. The PHA
determined that to temporarily provide sufficient electricity to power operations for their two
container terminals would require five 3-megavolt-ampere (MVA) generators for the wharf
cranes at Barbours Cut and two 25-MVA generators for Bayport. The purchase price of one 3-
MVA unit is $2 million to $3 million and each 25-MVA generator is in the range of $10 million
to $12 million. The fuel consumption of each individual unit is 300 gallons and 1,800 gallons of
diesel fuel per hour, respectively.

As the local partner with the federal government for the Houston Ship Channel, PHA suffered
even greater damage. The federal entity responsible for maintaining the channel, the U.S. Army
Corps of Engineers, worked closely with the PHA to ensure that there was a quick assessment of
damage to the channel once the storm passed. This type of damage includes shoaling and other
hydrologic actions that bring sediment or debris into the channel, hindering navigation. To
assess the damage to the shipping channel, sonar scans were conducted. While the Corps is
responsible for the federal channel, each individual corporate facility in the ship channel was
responsible for scanning for debris from the federal channel to their individual dock. Through
coordination of federal, state, local governments, and private entities, the Port of Houston
completed this process in four days.

RECOMMENDATIONS

Although generators are cost prohibitive, the status quo is unacceptable. The Port of Houston is
too vital to the region to operate without a back up plan. Its activities are responsible for more
than 750,000 direct and indirect jobs. The Committee is not prepared to say what the emergency
back up plan should be for the Port of Houston if power is disrupted. However, the Committee
strongly encourages the Port of Houston to implement an effective plan for the continuation of
operations, allowing the port to mitigate economic and personnel disruption during power
outages.
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Insurance
BACKGROUND AND FINDING

Texas Department of Insurance

Insurance plays a vital role in the recovery. The Committee heard testimony that the insurance
adjustments were convoluted and confusing. In addition people experienced multiple adjustors
that the Committee agreed was a waste of time and added unnecessary stress to a difficult
situation. To add insult to injury, the Committee learned that after the inspection, banks and
mortgage lenders were holding onto claims checks for an unreasonable period of time which they
justified as "standard practice" to ensure that repairs were being made.

Following Hurricane Ike, more than 730,000 insurance claims were filed and approximately $3.1
to $3.2 billion in losses were paid. The Texas Department of Insurance has received over 2,878
complaints concerning insurance claims from Hurricane Ike. Roughly one-third (1,375) of
complaints are related to delays in handling claims. The insured needs a reasonable expectation
of how long the assessment will take so they can begin repairs.

Texas Windstorm Insurance Association

Texas Windstorm Insurance Association (TWIA) was established in 1971 to provide windstorm
insurance to individuals along the Texas coast who were unable to obtain it from the voluntary
insurance market. The association took a major blow during the 2008 hurricane season, being hit
by three storms, Dolly, Gustav and lke. In the period from 1971 to 2007, TWIA paid out
approximately $536 million in claims. It is projected that it could be paying out as much as $3
billion in 2008. The association has used up all of the trust fund and all reinsurance available.

TWIA premiums are mostly sufficient for coverage of coastal losses. However, because of the
successive storms Rita, Dolly and ultimately ke, the assessments from premiums and the
Catastrophe Reserve Trust Fund were used up. Consequently, claims from Ike will be drawing
from General Revenue. The gravity of the situation is compounded by the fact that insurance
companies have been leaving the coast which has increased the number of TWIA recipients
twofold. The legislature must find funding to mitigate losses from General Revenue.

RECOMMENDATIONS

1. Legislation to determine a new mechanism for funding the Texas Windstorm Insurance
Association (TWIA) and replenish the catastrophe fund.

2. Require that flood insurance be provided with wind insurance or require that flood
insurance be obtained to receive wind insurance.

3. The Committee recommends that a deadline for claim payment or settlement on mortgage
payments be established, with a reasonable amount of time to make an inspection and a
reasonable amount of time to make payment.
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4. The Committee recommends that TDI set guidelines and regulations regarding the
number of adjustors an insurance company has available after a severe weather event and
how long the company has to review damaged areas.

5. The Committee recommends that mortgage companies be required to pay interest on any
repair money paid to them by insurance companies if the mortgage companies keep the
funds for an unreasonable amount of time before forwarding the money to the owners of
damaged homes and businesses.
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Housing

BACKGROUND AND FINDINGS

As stated earlier in this report, a major problem the Committee found was the lack of temporary
emergency housing for displaced residents and emergency workers. Many Texans in the Gulf
Region found themselves suddenly homeless after Hurricane Ike destroyed their homes. Many
workers that came from out of the region to assist in the recovery effort did not have a place to
stay or had to be housed in local motels which exacerbated the displacement problem that local
residents faced. Motel rooms taken up by workers resulted in fewer rooms for displaced
residents.

The Committee found that the State relied too heavily on FEMA to respond to the housing needs
with no plan of its own. The State should be able to respond to the residents' needs during the
lengthy FEMA application and reimbursement periods.

A major contribution to this dilemma is the lack of institutional knowledge in the Texas
Department of Housing and Community Affairs (TDHCA) on emergency response. TDHCA
lacks a specific division or group devoted to emergency housing preparation. The agency also
lacks experience in assisting residents navigate through the lengthy FEMA application process,
as well as the ability to mitigate the effects that displacement imposes on residents. Instead of
learning from our experience with Hurricane Rita, we continued our practice of going into a
hurricane season without a plan in place for temporary housing should a hurricane hit the Texas
gulf coast.

An additional mechanism that would greatly improve the state's response in the provision of
emergency housing is the appropriation of funding for emergency and temporary housing within
the Emergency Contingency Fund. The DEM would then have the financial resources necessary
to have in place a contingency contract with a vendor, preferably local, to provide “travel
trailers”—initially 1,500 trailers within 36 hours after activation with an additional 1,500 within
72 hours for a total of 3,000. At the end of a reasonable period of time, the trailer could be
purchased by the victim at the fair market price or be sold as surplus and the money returned to
the fund. If FEMA reimbursements were received, it too would be returned to the fund. Another
aspect of the fund would be to allow local officials to “contract” with local motel/hotel providers
immediately to place their victims.

Orange, Jefferson and Hardin Counties

On September 24, 2005 Hurricane Rita hit Texas and severely impacted several Southeastern
counties including, but not limited to Orange, Jefferson and Hardin Counties. More than 35,000
single family homes, mobile homes and apartments were severely damaged or destroyed during
Hurricane Rita and the state documented more than $1 billion in infrastructure damages.

In the two years following Rita, less than one-tenth of 1 percent of more than a half-billion
dollars had been spent on repairing single-family homes. In 2007, TDHCA the agency
responsible for dispersing federal funds, implemented rules with the purpose of speeding up

17



repairs and new home replacement. Currently, TDHCA has a goal of having 2,400 homes built
by October 2010, five years after Rita. However, the delays in rebuilding homes in these
communities have been compounded by the damage incurred by Hurricane Ike.

1.

RECOMMENDATIONS

Create a Division of Emergency Housing within the TDHCA. Among the responsibilities of
this Division would be:

Working with FEMA to secure reimbursement for housing needs

Creation of a housing recovery program to restore housing to homeowners affected by
hurricanes

Creation of a rental recovery program to leverage existing federal rental financing to
provide additional rental stock to areas hit by hurricanes

Funding of non-profit agencies that provide counseling to homeowners on refinancing
options, housing programs and available loans, grants and entitlements from FEMA
programs and other housing programs

Mandate the following changes to TDHCA in counties that have received a state disaster
declaration:

Allocate resources for intensive casework with special needs populations including the
elderly, disabled, and very low income

Rather than requiring property owners go through a title clearing process that averages
two years, the legislature should consider an additional process after a disaster, i.e.
Affidavit of Heirship, tax receipts, etc

Work closely with local faith-based and advocacy groups to do outreach and education in
affected communities and work with local legal services programs to refer applicants who
need legal assistance with property ownership or tax issues

Streamline application length, complexity and reading level to make the process more
accessible to applicants

The Emergency and Temporary Housing portion of the Emergency Contingency Fund should
be designed to provide “immediate” emergency housing relief within 72 hours after the
initial response to a severe weather event.

The Legislature should continue to monitor the dispersement of funds from Hurricane Rita
and Hurricane Ike ensuring that TDHCA properly executes its statutory duties to the
residents and families of Southeast Texas.
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Construction

BACKGROUND AND FINDINGS

Requests to FEMA for assistance for home repair grants, hotel rooms, mobile homes or other
disaster assistance equaled more than 732,284 as of February 1, 2009. This number equates to
the number of homes that were damaged and destroyed, indicative of the need to strengthen
construction and building codes. Sheltering people in place may be a prudent emergency
response if and only if shelters, homes, nursing home facilities, and other types of facilities are
able to withstand an impending hurricane. Schools are frequently used as shelters during and
after storms and if schools are damaged and unable to re-open, there is a potential for significant
loss in funding from the State. Florida, a hurricane prone state has enacted the strongest
hurricane building codes in the nation and has added numerous other hurricane-specific
provisions. The need for Texas to usher in improved laws to reduce the destructive damage of
hurricanes is apparent and with an intelligent and thoughtful approach in this regard, Texans can
become victorious over future disasters.

RECOMMENDATIONS

1. Legislation granting coastal counties the authority to enact and enforce building codes in
unincorporated areas.

2. Legislation granting coastal counties the authority to repair, close, demolish or relocate
occupants of buildings that are determined to be unsafe as a result of impact by severe
weather events.

3. Legislation granting political subdivisions, in areas prone to severe weather events, the
authority to appropriate and sell abandoned land damaged due to a severe weather event.

4. The state should consider rewriting the State's building code laws to require that all new
residential and commercial structures built within 80 miles of the Gulf Coast be
constructed to withstand 130 mph wind (Category 3 wind design). Designate that all
structures within 10 miles of any coast or bay in the wind-borne debris region should be
constructed to withstand 130 mph winds. In addition, require that all structures be
constructed so that the first floor elevation is one foot above the Flood Insurance Rate
Maps' (FIRM) 100 year storm elevation.

5. The state should consider requiring that any new nursing homes, group homes and all
other residential custodial care facilities being constructed near coastal areas but outside
hurricane evacuation zones meet increased building code requirements to design facilities
to withstand minimum 130 mph winds (Category 3 wind design).

6. The state should consider requiring all new construction by school districts and colleges
in coastal counties be designed to withstand hurricane force winds up to 130 mph
(Category 3 wind design), including glazing protection. A method of funding for this
may be to allow school districts to increase their ad valorum tax above the current state
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mandated minimum to cover the cost. This enhanced construction is important not only
for the safety of students on these campuses but also due to the fact that many of these
facilities are used as shelters before, during and after a severe weather event.

7. Legislation requiring that more nails be used in each asphalt shingle and increase the
number of nails required from the current four to six total.
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Utilities
BACKGROUND AND FINDINGS

In the aftermath of Hurricane ke approximately 2.5 million people lacked power and the
regional water supply was threatened. An estimated 20 percent of the water systems which serve
more than 7 million people in the affected region were out of service for various periods of time.
Such breakdowns in the continuity of utility services places the public's health at risk, slows
down and impedes immediate rescue and recovery efforts, and leads to higher economic losses
for citizens, industry, and the government. The continuation of utility services during and after
emergency situations such as Ike and streamlined efforts to restore such services are vital to the
entire recovery process.

Water Services

Continuation of water and sewer services in emergency situations such as Hurricane Ike is vital
to public health and is often times a key to survival when all other resources such as electricity
are either severely limited or completely absent. A large percentage of the public is able to cope
with and adapt to interrupted electricity services. However, extended periods of time without
water services can be dangerous to general public health.

Currently, the Texas Commission on Environmental Quality (TCEQ) requires public utilities to
have generators in the event of an emergency. Only 85 percent of affected retail public utilities
were actually in compliance with the current state rules when Ike struck. Of the 85 percent in
compliance, approximately 25 percent of their generators failed to function or ran out of gas.
More than a week after the storm there were still at least 250,000 residents without water and an
additional 625,000 others whose service status could not be determined due to poor
communications planning and requirements between the TCEQ and the public utility providers.

Power outages affected waste and sewer services, creating backups in the system and overflow
into homes, businesses, and water supplies. Not only do such backups cause major risks to the
public's health if the overflow reaches drinking water supplies, but it also leads to state and
federal regulatory violations pertaining to clean drinking water.

Electricity

Transmission & distribution company CenterPoint Energy which serves the Houston and
Galveston area reported most of its 2.2 million customers lacked power after the storm, citing
that 25 to 30 percent of the utility's transmission lines were knocked out of service by Hurricane
Ike. The other major transmission & distribution company in the affected region, Entergy, cited
that 1.7 million customers were without electricity following the storm. These power outages
effectively crippled the region hindering recovery efforts, shutting down commerce, and keeping
the lights out for the region's residents, schools, hospitals and businesses for an extended period
of time.

Most of the damage which resulted in the long-term power outages was due to downed
distribution lines from falling trees, tree branches and other debris. CenterPoint reported that
most of their transmission and substation structures held up well, but approximately 6,400 utility
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poles were knocked down. Entergy reported Hurricane Ike damaged or destroyed 10,300 poles
and 2,900 transformers.

Entergy estimates that total restoration costs for the repair and/or replacement of the electrical
facilities damaged by Hurricane Ike are estimated to be in the range of $525-$625 million.
CenterPoint estimates their restoration costs are in the range of $650-$750 million. Most, if not
all of these costs are not covered by insurance and will ultimately be recovered by the companies
through rate increases on the consumers. This is effectively what happens anytime a storm hits
the region and the transmission & distribution companies have to make repairs. The companies
front the bill, the costs then get recovered through rate increases leading to more expensive bills
for consumers in the aftermath of storms. Having many other financial hardships to deal with
after a storm, consumers should not also have to be concerned with rate increases.

Waiting for future storms and repairing in the aftermath on the basis that the one time repair
costs are cheaper than the preventive measures, such as hardening the grid, is not an acceptable
approach forward. If steps are not taken to improve and/or harden the grid, these repair costs
will become reoccurring and lead to more rate increases making consumers worst off.

It is imperative that the State and its respective agencies who oversee the utility industries move
forward with a strategy to harden the grid in the most efficient and cost effective way.
Combined uses of grid hardening measures must be utilized. There must be a concentrated effort
to focus heavily on coastal regions and East Texas where the infrastructure is more susceptible to
such storms, and then phase out to the less susceptible regions of the grid. However, the
Committee does recognize that grid hardening measures can be utilized in the other regions of
Texas to mitigate damages in other types of storms such as hard freezes and tornadoes.

RECOMMENDATIONS

The recommendations under this section must be viewed in combination with Recommendation
#6 under Emergency Management.

1. Legislation should be passed to require by law that all retail public utilities incorporate
and maintain auxiliary power generators to ensure continued services for water and sewer
services to their customers in the event of power outages.

2. Legislation should be passed to give the Public Utility Commission the statutory
authority to require electric utility companies to file with the commission a plan to
improve its infrastructure or infrastructure maintenance (Harden the Grid) in order to
minimize long term outages on the electric utility's system as a result of major weather
related events. The legislation should direct the Commission to require the utility
companies plans to provide for, but not be limited to the following:

e An established vegetation management cycle for clearing tree limbs and
growth from the utility line easements

e A customer outreach program which focuses on educating property owners
about proper vegetation management

22



A system for changing wooden poles to more durable poles in critical areas
which are more susceptible to damage and/or carry high volume loads

A system for creating a cost benefit analysis to determine when it is cost
effective to put future lines underground

Plans of possible usage of distributed generation technologies to help meet
local demand when the transmission lines are down and advanced meter
technologies to give utilities a clearer picture of what areas need repair

3. The Committee recommends that local governmental entities give utilities the authority
for limited trimming of vegetation on private property where that vegetation poses risk to
transmission and distribution lines.

4. The Committee recommends that the process for authorization of utility workers to enter
a disaster area be streamlined to ensure their quick response. The State should clarify
that authorization from the State or federal government is sufficient for access to any
affected areas, so that authorization from the local authorities is not necessary. Ultility
crews would also benefit from a quick assessment by the local health department of the
risks first responders may be facing.

*The recommendation to harden the electricity grid must be viewed in combination with
recommendation #6 under the Emergency Management section of this report, which is restated

below.

Legislation to require back-up generators in counties prone to severe weather incidents at
businesses, facilities and entities providing critical services, including:

All water supply utilities in order to provide an acceptable minimum standard
of water delivery

All facilities that provide live-in care to the ill, the elderly and all special
needs populations

Gas stations in storm prone areas and along evacuation routes for citizens
escaping from severe weather, i.e. gas stations with six or more pumps

Drug stores and grocery stores needed to supply persons who shelter in place,
i.e. retail and chain stores

Power outages will inevitably occur, but with the use of back up generators for critical services
we can significantly minimize the difficulties placed upon the population while utilities services

are down.
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Health and Human Services

BACKGROUND AND FINDINGS

The Health and Human Services Commission (HHSC) played a significant role in recovery from
Hurricane Tke. HHSC lost a number of offices due to damage and electrical outages and was
forced to establish temporary offices. HHSC gave emergency food stamp benefits under the
Hurricane lke waiver to 142,000 new households, totaling almost $67 million. More than
222,000 existing food stamp households received replacement benefits of $38 million. Nearly
200,000 households already receiving food stamps when lke hit were given supplemental
benefits totaling $30.6 million for increased disaster-related expenses.

However, communications between the public and HHSC were difficult. Many citizens reported
receiving inaccurate information, either on site or when they called HHSC call centers.
Temporary offices were not always convenient for residents. Because HHSC staff was
concentrating on Ike recovery, a number of their regular clients were not served.

211 System

The 2-1-1 system allows persons with special needs to receive advance warnings of evacuations
and to enroll in the Transportation Assistance Registry. 2-1-1 operators collect contact
information from residents and document their need for assistance (e.g. special needs status,
home-bound or homeless). University of Texas data custodians rate those registered on a scale
from 1 to 5 for their level of need. The registry is shared with the DEM and local jurisdictions.
Local jurisdictions may use the registry to contact enlisted residents, determine the criticality of a
region and calculate the number of ambulances needed for evacuation, etc.

Understanding of the role of 2-1-1 needs to be improved. There is confusion about how the
registry is used and the roles and responsibilities of the 2-1-1 operators. Many officials and
public users believe that 2-1-1 actually maintains the registry and operates transportation
services. In fact, the data custodians have this information and the local jurisdictions are
responsible for any action or response based on the registry. 2-1-1 does not operate any
emergency transportation or medical services and all uses of the registry are at the discretion of
the local jurisdiction.

RECOMMENDATIONS

1. The Committee recommends that HHSC makes the following changes in its disaster response
plan by:

e Seeking a waiver from the federal government on income limits following natural
disasters (Maintaining the liquid resource limit offers an adequate safeguard to prevent
families who don't need assistance from getting benefits)

e Following natural disasters, HHSC should be allowed to enroll eligible individuals in the
food stamp program on site at evacuation shelters only if they meet specific eligibility
HHSC criteria.
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e Once the enrollment waiver is approved, making advance plans for enrolling families in
disaster aid at places like convention centers, large emergency shelters, and sports
facilities with post-disaster mobile enrollment offices for these locations staffed by
trained personnel

e Ensuring that people who come to these locations receive immediate and accurate
information

e Ensuring that call centers have correct information and are appropriately staffed

e Establishing a clearer chain of command of how HHSC emergency offices are selected
and publicized and who operates them

e Ensuring that HHSC’s disaster plan will not interfere with existing programs

The Committee recommends that the State strengthens its existing benefits delivery system
by creating an emergency disaster plan that will allow the agency to address additional needs
following a natural disaster.

The Committee recommends that the effectiveness of the 2-1-1 system be improved by
publicizing the system to the general public and explaining the responsibilities of the various
entities involved.
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Health Care

BACKGROUND AND FINDINGS

Local hospitals were inundated with patients in the weeks following Hurricane Ike’s landfall. A
large majority of patients arriving, merely needed electrical outlets for their medical devices. In
addition, hospitals saw many who did not need emergency care, such as patients who were not
able to visit their usual dialysis centers because those centers lacked electricity. Hospitals had
difficulty staffing because many of their employees were dealing with issues related to Ike.
Some patients and employees brought their children with them because their schools or day cares
were closed.

As a result of the devastation to UTMB, area hospital districts have experienced increased
patient load, particularly indigent and prison populations. The Legislature must consider ways
to divert additional funding to impacted hospital districts to offset their financial losses and
potentially fill a void created by the loss of many UTMB services. For example, a number of
hospitals were regularly forced to go on “drive-by” status when their emergency rooms were full
before Hurricane Ike. Now, the increased patient load caused by the closing of UTMB is causing
additional “drive-by” situations.

Texas trauma hospitals must be strong for Texas to respond to disasters. Additional financial
resources would help maintain the trauma safety net and free up other money that hospitals can
use to prepare for future disasters.

RECOMMENDATIONS

1. The Committee recommends that when evacuating persons living in nursing homes and
other live-in care facilities that all attempts be made to keep those persons as close to
their residences as possible.

2. The Committee recommends that nursing homes that agree to shelter persons needing
healthcare assistance during a severe weather event take in only as many people for
whom they can supply beds.

3. The Committee recommends an evaluation of how to offset the added costs to other
hospitals when a large hospital in an area affected by a severe weather event is closed,
such as UTMB.

4. Legislation requiring that the dedicated trauma funds from the Driver Responsibility
Program intended to reimburse designated trauma facilities for uncompensated trauma
care be spent for their original purpose and that those funds be distributed as soon as
possible.

5. Legislation establishing a fund and plans for hospitals in disaster areas to be able to set up
auxiliary facilities throughout the affected areas where residents with medical power
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needs can get access to a generator to plug in respirators, etc. rather than visiting the
emergency room.
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Debris

BACKGROUND AND FINDINGS

Hurricane Ike may well become known as the “debris” hurricane. Tons of debris filled homes,
neighborhoods, roads and highways, beaches, lakes and waterways due to Ike’s storm surge and
large wind field. Much of the debris remains.

For weeks after lke’s landfall, the bodies of those who died in the storm were still being
discovered in the mountains of debris across the region. The debris has kept roads closed,
prevented citizens from cleaning up their property and created a health hazard as it attracts
rodents and other undesirable wildlife. Total clean up costs are not exact because the clean up
efforts are still ongoing. The Texas Department of Transportation alone will spend $36.5 million
to clean up debris not removed by the Corps of Engineers on its rights of way. The General
Land Office is anticipating it will spend $25 million for debris cleanup by private companies on
beaches.

Some of the affected counties have debris fields as long as 30 miles, and Harris County alone
may have had as much as 12 million cubic yards of debris from the storm. Debris removal and
clean up is an enormous part of the after storm recovery effort and must be initiated quickly and
efficiently to help expedite other recovery and rebuilding efforts. Also, certain debris can be
hazardous to human health if not dealt with quickly and properly.

Several problems discovered with the current laws and debris removal systems after Ike were
related to jurisdictional issues, lack of coordination, and FEMA's stringent tracking requirements
for reimbursement of monies back to local governments.

Current statutes designate cities and counties as the responsible party for cleaning up debris.
Typically, FEMA will pay 75 percent of the clean up costs leaving municipalities with 25
percent of the bill. However, this is a reimbursement system, so the local governments must pay
the bill and then seek the refund. Because of the massive amounts of debris and the huge costs
of removal, some local municipalities claimed they would go bankrupt unless FEMA covered
100 percent of the debris removal costs. Not all the local governments had the financial
resources to commence the cleanup. Another impediment that local governments experienced
was that FEMA would not reimburse a local government if they could not account for where the
debris came from.

Beach cleanup lacked coordination and therefore each jurisdiction was responsible for their
section of the beach. Texas has an open beaches policy allowing all people access to public
beaches. However, it has no system in effect to coordinate a statewide debris removal from the
public beaches.

Some of the affected areas complained that TxDOT's system for clearing debris from state roads
was too slow in certain areas. In many instances TxDOT used private contractors for debris
removal. The problem that occurred on state roads concerned the timeliness of deployment and
debris removal. In many instances the private contractors were not located close enough to the
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affected areas.

There were also many concerns with red tape blocking the removal of hurricane debris from
private property. FEMA in cooperation with local governments, had a Private Property Debris
Removal (PPDR) Program to remove storm-damaged materials. = However, to participate
property owners had to explain why they were unable to move storm debris to the right-of-way.
Then they had to establish that the debris created a health and safety hazard for the area, not just
to the property itself, and to provide proof of ownership as well as insurance coverage.
Demolition of privately owned structures determined unsafe would be considered for the
program if they met specific terms and conditions. Commercial, unimproved, and vacant
property was not eligible for this program. The time and paperwork needed for this program
proved to be a bureaucratic road block for many people.

RECOMMENDATIONS

1. Require the Texas Department of Transportation to have pre-position contracts near areas
expected to suffer a severe weather event that are expected to produce debris so that
contractors are ready to go to work as soon as possible.

2. Enact legislation governing the removal of hurricane debris from private property in
limited cases.
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Evacuation and Shelters

BACKGROUND AND FINDINGS

The National Weather Service designated Hurricane lke as a Category 2 storm. Its winds were
clocked at 110 miles per hour at landfall and its storm surge reached 20 feet. Many residents in
areas along the coast were evacuated safely, unlike the disastrous evacuation from Hurricane
Rita in 2005. However, because lke was only a Category 2 hurricane, many people decided to
ride out the storm. This turned out to be a mistake as rapidly rising waters cut off many residents
on Galveston Island and Bolivar Peninsula and they were unable to leave when they finally
realized the severity of the storm.

Many residents outside coastal areas were told to "shelter in place" by local officials. Ike’s vast
wind field damaged thousands of homes and businesses far from the coast. About 95 percent of
CenterPoint customers lost their power, some for weeks. Nearly all of Entergy’s customers were
without electricity. Utility and MUD districts did not have generators, therefore the region's
water and wastewater facilities were shut down. PODs were set up around the region to provide
food, water and ice but some people had problems getting to them. Those who were
homebound—the ill, the elderly, those with special needs—were unable to travel to the PODs to
get what they had to offer. Essential services such as gas stations, grocery stores, pharmacies
were closed for lack of power.

The recommendations from the Committee attempt to address the need to plan for these issues
before the storm.

RECOMMENDATIONS

1. The Committee recommends that State and local government entities establish policies for
“Sheltering in Place” and Points of Distribution Site (PODs), to the extent possible, before a
severe weather event occurs and publicize those policies to the general public. Among issues
to consider:

e Having an accurate database of persons with special needs, the elderly, the disabled,
those with medical problems, all homebound persons

e If recommending sheltering in place, creating a distribution plan for the homebound who
are unable to travel to PODs

e Determining PODs locations before disaster so they can be publicized

e C(Creating a list of setup items that the government needs to provide to ensure refuge
facilities can meet the needs of citizens, including adequate amounts of food for all
people in the shelter, including staff, food that does not require electricity, water, cots,
portable toilets, animal crates, and generators

e Determining which shelters can better handle people with medical needs

e Having a school district representative actively involved in all decisions that involve use
of school facilities and resources
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e Planning for shelters for those who lose their homes to weather damage or those unable
to stay in their homes due to loss of water and/electricity

e  Working with non-profits and other community organizations that can provide locations
for shelters and PODs and volunteers to run them

e Ensuring that utilities are kept informed on locations of shelters so they can provide
services

e  Where possible, shelters should plan and provide for special accommodations for pets
during evacuation, as pet owners are often unwilling to abandon their pets. Identify and
publicize shelter locations that will accept evacuees and their pets.

Legislation to allow a local government entity to issue a special needs evacuation order.
Currently, a hospital or nursing home cannot evacuate and receive insurance payments until
an evacuation order is issued. However, these people served by these facilities usually have
complex medical problems that necessitate early evacuation. Those with special needs can
be removed and protected by allowing the issuing entity to order a special needs evacuation
order. In that way, facilities can prepare more efficiently and still receive payment for
services.
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Education

BACKGROUND AND FINDINGS

School Districts

The effects of Hurricane Ike will linger for some time. Many school districts have lost students
because families have lost their homes. This affects the amount of funding school districts
receive from the State. For schools making Robin Hood payments, those dollars flowing out
from the district are badly needed locally to make repairs. School districts and colleges will also
be unfairly penalized by property tax appraisals that will fall far short of previous years because
of the damage done by Hurricane Ike. For example, Galveston ISD enrollment has declined
from 7,625 to 5,900 as of the first part of February 2009. Three of the district’s 13 schools were
so badly damaged, they have not yet re-opened. The district is expecting a budget shortfall of
$65 million because of storm-related expenses, along with an expected drop in property tax
collections. Up to 240 of the district’s 1,220 employees may have to be laid off.

The appraisal of property that occurs on January 1% following a severe weather event often
results in fewer tax dollars coming into the district due to damage caused to that property.
However, after repairs are made and property is reappraised the following year, there is a
significant jump in appraisal value. This increase in value will most likely exceed the 10 percent
appraisal cap imposed by the State. Therefore, to truly recapture the value of the property and
collect the proper amount in taxes, the Committee recommends that the cap be lifted for the
second January 1% appraisal date after a severe weather event. This allows property to be
appraised at its fair market value and minimize the loss of property tax dollars to school districts.

Community Colleges

Community colleges along the Gulf Coast and throughout Texas play a vital role in responding
to local workforce needs while providing an affordable and accessible education. Area
community colleges were financially devastated not only by Hurricane Ike's destruction but also
by a reduction in enrollment.

The Committee sees the need to provide financial help for these institutions which are such an
important part of our communities i.e., a hold harmless provision.

RECOMMENDATIONS

1. Legislation allowing disaster-impacted independent school districts be given short-term
Chapter 41 deferral/waiver of Robin Hood payments if they meet certain threshold
requirements in counties with disaster declarations due to severe weather events. School
districts dealing with disaster-related issues, including damage to property and a loss of
student population, should be allowed a deferral or waiver of Robin Hood payments for a
specified time as they deal with these issues.

2. Amend legislation governing public school attendance pay formula to allow schools
operating as public shelters to continue to receive their funding based upon average daily
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attendance. This will reduce current financial penalties to local school districts that have
volunteered their schools as public shelters.

Legislation allowing school districts in hurricane-prone counties to appraise property at
fair market value on the second January 1% date following a hurricane without the 10
percent tax appraisal cap.

Legislation revising the funding formula for community colleges in hurricane-prone
counties to accommodate for lost revenue from severe weather events.
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Issues for Further Study

The Committee considered several issues its members believe require further study before they
could be included in the recommendations from this report.

A comprehensive audit of Texas emergency management systems. The audit would
be completed by an independent entity not directly involved in disaster management.
The audit would identify vulnerabilities and examine all communication and disaster
management information systems. The objective of the study would be to identify
gaps, redundancy, inefficiencies, opportunities and ways to better use constantly
evolving technology.

A plan for evacuating very ill medical patients needs to be made. There were not
enough neonate beds available in the State to accept all transfers. This points to the
need for a regional federal and State solution. Plans need to begin now for the
movement of over 400 critical and medically fragile patients from the Texas Medical
Center throughout the State and country. This needs to become an immediate priority
of the National Defense Medical System.

SSPEED Center-Fund Severe Storm Prediction, Education and Evacuation from
Disaster (SSPEED) Center for improved storm tracking and landfall prediction. The
center was created by HB 1493 in the 80™ Legislature but not funded.

Study the formation of a fourth Level 1 trauma center on the east side of Harris
County.
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Appendix A




TDI HURRICANE IKE DATA CALL REPORTS
DATA REPORTED AS OF NOVEMBER 30, 2008
SUMMARY, EXPLANATION, AND IMPORTANT NOTES AND CAVEATS

Summary
The attached exhibits show the results of the data the Texas Department of Insurance (TDI)

compiled from its Hurricane Ike Data Call. The data was compiled for 33 Texas counties
affected by Hurricane Ike.

The aggregate data for the 33 Texas counties is as follows:

Total Claims Reported to date: 780,000 to 790,000
Total Losses Paid to date: $5.1 billion to $5.3 billion
Current Gross Loss Estimate: $10.6 billion'

Explanation of Exhibits

There are four files, corresponding to Modules A, B1, B2, and B3 of the data call. All modules
in the report provide data as of November 30, 2008. Module A was developed for financial
monitoring. Module A contains information about reported claims, closed claims, paid losses,
and estimated ultimate losses both before and after reinsurance. Module B was developed to
monitor claims handling and contains information about claims closed with payment; claims
closed without payment; paid losses on claims that have been settled; and paid losses on claims
that are still open. Some information was collected in both Module A and Module B. The data
contained in the attached exhibits is still preliminary (see the section titled “Important Notes”).

Data for Module A includes experience from all insurers who reported data, including surplus
lines insurers. There are three sections to the Module A exhibits. The first section (Exhibit 1.1
and Exhibit 1.2) shows a county summary for all personal and commercial lines of insurance
combined. Exhibit I.1 provides data by county with counties sorted in alphabetical order and
Exhibit 1.2 provides data by county with counties sorted by “tier”. Tier 1 counties are those
counties bordering the Gulf of Mexico. Tier 2 counties are those counties bordering Tier 1
counties. There are two columns in Exhibits 1.1 and 1.2 that require some additional explanation.
Column (7) titled “Dollar Amount of Gross Probable Loss Before Reinsurance (Estimated)”
provides the current estimate of the total amount of losses insurers are expected to pay for
Hurricane Ike for the 33 Texas counties included in the data call. “Gross” means that this is the
amount insurers are expected to pay before recoveries from any reinsurance policies. Column
(8) titled “Dollar Amount of Net Losses Retained After Reinsurance (Projected)” is similar to
Column (7) except it provides the estimate after recoveries from any reinsurance policies. The
second section (Exhibit II) shows experience for all personal lines of insurance by line of
insurance. A break down of this information by county is not available in Module A. The third
section (Exhibit III) shows experience for all commercial lines of insurance by line of insurance.
A break down of this information by county is not available in Module A.
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Data for Module B1 (Exhibit IV) includes experience from all of the top 25 admitted residential
property insurers, including the Texas Windstorm Insurance Association, plus seven of the eight
additional admitted insurers who were required to report (32 of 33 companies total). One insurer
had not reported at the time the data was compiled. Module B1 provides experience for
residential property policies by county. Exhibit IV.1 provides data by county with counties
sorted in alphabetical order and Exhibit IV.2 provides data by county with counties sorted by
“tier”.

Data for Module B3 (Exhibit V) includes experience from 24 of the top 25 admitted commercial
property insurers. One insurer had not reported at the time the data was compiled. Module B3
provides experience for commercial property policies by county. Exhibit V.1 provides data by
county with counties sorted in alphabetical order and Exhibit V.2 provides data by county with
counties sorted by “tier”.

Data for Module B2 (Exhibit VI) includes experience for all of the top 25 admitted private
passenger auto insurers. All insurers had reported at the time the data was compiled. Module B2
provides experience for private passenger automobile policies by county. Exhibit VI.1 provides
data by county with counties sorted in alphabetical order and Exhibit VI.2 provides data by
county with counties sorted by “tier”.

Important Notes
The data in the attached reports is a “snapshot” as of November 30, 2008 or, approximately, 75
days after Hurricane Ike struck the Texas coast. Below are some important considerations:

The data includes experience for the 33 Texas counties selected for the data call. These counties
were selected because they were the counties that were covered in TDI's Hurricane lke
catastrophe bulletins. While this would include the vast majority of claims and losses, it is not
100%.

The numbers will change as the data matures.

Reported and closed claims will increase as the data matures.

Paid losses will increase as the data matures.

Estimates of the gross and net total losses will change as more information becomes known and
insurers’ estimates of their ultimate losses get closer to the “true” amount.

Average claim payments will most likely increase because small claims tend to settle more
quickly than large claims.

The intent of the data call was to only include flood experience for policies where the insurer
bears the risk. The intent was not to include experience for federally insured flood policies,
whether issued directly by NFIP or through insurers participating in the NFIP’s “Write Your
Own” program. However, it is more than likely that at least some federally insured flood losses
were included in the experience. The amount of these claims and losses that might be included is
unknown.

Known Data Discrepancies
At this time there are several known data discrepancies.
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The reported claim counts in the various sections of the Module A reports are off by 8,000
reported claims (1%) and the paid losses are off by about $200 million (4%). Much of these
differences are the result of data for counties not listed or counties listed as “unknown”. Data for
these counties are not included in Exhibit I but are likely included in Exhibits II and III.

For Exhibits V.1 and V.2 (Module B3) some insurers’ number of claims reported decreased by a
small amount in certain counties that had relatively few claims. For this reason some counties
show a slight decrease in the number of claims reported when compared to the October 31, 2008
report. One insurer reported too many losses in Austin County for their October 31, 2008 data.
Correct numbers were provided in their November 30, 2008 data. This correction caused the
total paid losses in Austin County to decrease when compared to the October 31, 2008 report.
Lastly, some insurers reported small decreases in the total amount of losses paid for some
counties. These decreases did not materially affect the results.
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