Board of Governors

Issue Analysis Form – Property Insurance

	1
	Statement of Problem


	Property Insurance – Property Insurance for State University Facilities and contents is provided as part of the State of Florida’s self-insurance program, known as the State Fire Fund and administered by the CFO’s Division of Risk Management. Important issues include allowing universities to cover certain real property at replacement value rather than actual cash value through Risk Management, rather than more costly reinsurance, and improving the FEMA reimbursement process. 

	2
	Current Situation
	The Division of Risk Management is working with the SUS in determining what statutory or regulatory changes may be required to improve university property insurance coverage. 

	3
	Supporting Data
	“Insurance Coverage for State of Florida Properties Report on Key Policy Issues”, Division of Risk Management

	4
	Comparison to other public university systems
	N/A

	5
	Specific changes needed to remedy the problem
	To be determined. May include changes to Chapter 284.01 (6), F.S.

	6
	Benefits of Proposed Changes to students
	N/A

	7
	Benefits of Proposed Changes to universities
	Improved insurance coverage, so that claims are processed on a timely basis, and critically needed buildings can be repaired or replaced if major damage occurs. 

	8
	Benefits of Proposed Changes to the state
	Provides that in the event of a significant natural disaster, state university facilities may be re-built without further state assistance.  

	9
	Fiscal Impact to affected groups (include cost to the state, university, student, others as needed)
	For the most recent year (2008-09), the State University System spent $6.4 million on property insurance premiums with the State’s Self-Insurance program. The 5 year loss history was $7.3 million. Replacement value insurance will be somewhat more costly than actual cash value insurance, although the costs cannot be determined is indeterminate. However, deductible limits are $1,000 and increases to the deductible could reduce premiums.   

	10
	Likely negative consequences
	If the change to replacement cost was mandatory and universities were required to pay an increased property insurance premium on all facilities, this would be an increased expense to the institutions.  

	11
	Possible unintended consequences
	Will improve coverage for all state insured facilities; however, as stated above, universities should be allowed to make the decision of the prudent amount of coverage.   

	12
	Likely opposition (from whom and on what basis)
	None

	13
	Additional Information (Please include additional information that you believe would be helpful in decision making by the BOG.)
	Addressing replacement value permits more timely rebuilding decisions.  Efficiency is important as it minimizes project costs. Universities will need to proactively determine whether or not a given facility should be fully insured, and for those facilities not fully insured, what alternate provision for space would be made to accommodate current facility use. 
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