
1 

 
 
 
The Weight of Water:  Spotlight on the NFIP 
 
NAIC Consumer Liaison Committee Meeting 
December 15th, 2013. Washington D.C. 

 
Amy Bach, Exec. Dir., with input from  
Birny Birnbaum, Exec. Dir. CEJ 
 

 
 
 

United Policyholders 
2013 © ALL RIGHTS RESERVED 

United Policyholders 
2010 © ALL RIGHTS RESERVED 



2 

OVERVIEW 
•  BW12 did not address the impact of the 

remapping and rate changes on 
policyholders 

•  Property owners hit with NFIP rate 
increases are between a rock and a hard 
place 

•  Stakeholders, Pressure to Reform BW12, 
Defenders of BW12 

•  Status Quo or Privatize? 
•  Opportunities for State Regulators 

BW12 

•  Extended the NFIP for 5 years 
•  Remapping and rate changes designed to make 

the NFIP more financially stable, ensure that 
rates more accurately reflect the real risk of 
flooding, incentivize and reward mitigation 

•  80% of current flood phs rates not subsidized 
•  Subsidies phased out (>25% ann.) for 2nd 

homes, businesses, repetitive loss and SFHA 
•  Rate adjustments due to remapping 
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BW12 did not address the impact of the 

remapping and rate changes on policyholders  
 

-  Insufficient funding and time to complete 
the affordability study mandated by BW12 
before the subsidy reductions and rate 
increases began taking effect in October 

 
 

 
Property owners hit with NFIP rate increases 

are between a rock and a hard place: 
  

If your lender requires you to have flood 
insurance, you have to pay the increase or 
sell your property (NFIP =only option for most) 

 
But can’t sell if buyer knows the insurance 

price tag 
 
Overpriced LPI flood policies will compound the 

problem 
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The rock and the hard place: 
“Flood insurance rate hikes up to 900 percent  slam Florida” 
November 14, 2013, Palm Beach Post:   
 
“The flood insurance premium for a $216,000 home she 

bought last year shot from $1,614 to $8,924”  
 
“Ask Aaron Greenwood. He purchased a home this year 

figuring the flood premium was $4,397 a year. He never 
imagined a nearly 900 percent increase to $43,885.I 
would not have purchased this home if I had been aware 
of the increased flood insurance premiums, I cannot pay 
the new premium. I cannot sell this home with a flood 
insurance rate of over $43,000 a year.” 

 
  

  

 
Stakeholders weighing in: 

 
•  Home and business owners, Realtors 
•  State regulators 
•  Congressional representatives 
•  Floodplain Managers 
•  Local governments 
•  Reinsurers 
•  Environmental groups 
•  FEMA/NFIP/WYO insurers 
•  Developers/Builders/Chambers of Commerce 
•  NCOIL 
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Litigation 

•  MS. Insurance Dept. v. Homeland Security  
 USDC Southern District, 1:13CV379LG-
JMR 
http://www.mid.ms.gov/pdf/NFIP-
Complaint.pdf 

 
•  Amici include: LA, FL, AL,MA, SC 

Pressure to reform BW12: 

•  Coalition for Sustainable Flood Insurance 
(200+ members including National Association of 
Counties, National Association of Home Builders, 
National Association of REALTORS®, Independent 
Community Bankers Association) www.csfi.info 

•  “Stop FEMA Now” www.stopfemanow.org 
•  Homeowner Flood Insurance Affordability 

Act (H.R. 3170 and S. 1610) 
–  4 year delay in rate increases, various other 

provisions 
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Critics of delaying BW12 

•  Franklin Nutter, president, Reinsurance 
Association of America, also criticized the idea of 
a delay in the flood insurance reforms. “It [the 
bipartisan deal] effectively guts the reforms, it 
would be a remarkable and unfortunate 
turnaround for Congress to do this.” 

•  12/1/13 WSJ Editorial:   

 “Flooding Taxpayers Again: A bipartisan caucus 
wants to keep subsidies flowing to the 1%”. 

 

Defenders of BW12: 

•  “We should be helping this law along, not 
pulling it out by its roots,” said Steve Ellis, 
vice president of Taxpayers for Common 
Sense…Taxpayers should be outraged 
that their tax dollars are incentivizing high 
risk behavior that increases federal 
disaster costs” 
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BW12 rate increases are not an 
unintended consequence 

 
Rep. Randy Neugebauer, R-Texas: 
 "We do know that there are some people 

out there who are going to experience 
higher premiums. But, you know, that was 
the purpose." 

How did we get here? 

•  Katrina revealed:  
– Flood risk maps and zones outdated 
– Subsidies to wealthy homes inappropriate  
– Stronger disincentives for building/living in 

harm’s way 
•  NFIP has been a Congressional football 
•  Elevation requirements post-Sandy have 

brought an increased focus on the NFIP 
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Should the NFIP continue  
status quo? 

- Very limited coverage 
- Adverse selection/unhealthy risk pool 
- WYO system plus IA claim adjusting 
inefficient 
- State regulators have no jurisdiction 
- What is preventing a private market from 
developing? 

Opportunities for State Regulators: 
-  Gather data  

-  Rate increases hitting your state’s residents  
-  Subsidy/direct assistance needs of your 

state’s residents 
-  Help craft private market solutions: 

-  Putting flood back into standard HO policy 
would spread the risk of flood more widely 

-  NFIP coverage is very limited as it is 
-  It can be done (Chubb, AIG, Lloyds) 


