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Good Afternoon Chairman Neugebauer, Ranking Member Capuano, and Members of 
the Subcommittee.  It is an honor to speak to you today on the effects of rising flood 
insurance costs across the country.  My name is Michael Hecht, and I am the 
President and CEO of Greater New Orleans, Inc., the 10-parish economic 
development organization for Southeast Louisiana.  Since May 2013, GNO, Inc. has 
been leading the Coalition for Sustainable Flood Insurance, a national alliance 
formed to ensure that flood insurance will be both affordable and financially 
sustainable.   
 
The Coalition for Sustainable Flood Insurance now represents nearly 200 business 
and trade associations and local governments in 27 states across America.   We 
understand and appreciate the tremendous effort the Subcommittee and the Full 
Financial Services Committee  put into a long overdue reauthorization of the 
National Flood Insurance Program (NFIP).  We know it was a well-intentioned 
balancing of the interests of various regions of the country and budgetary 
constraints our government faces in revising this essential program.  Our testimony 
today is not meant to criticize, but rather to highlight some serious inequities that 
even the co-author of the Act, Ranking Member Waters, has acknowledged. 
 
GNO, Inc. and the Coalition for Sustainable Flood Insurance support a fiscally sound, 
actuarially responsible NFIP that communicates true risk to our citizens.  None of us 
want perverse incentives for building in harm’s way, nor do we advocate for the 
continued subsidization of severe repetitive loss properties.  However, we have a 
moral and economic duty to protect property owners who have played by the rules 
and built as their government told them to, and in accordance with the government 
guidelines in effect at the time of construction.  They should not lose their homes 
and businesses. 
 
The goal of our Coalition is dual:  first, to find an immediate solution to the 
challenges of the Biggert-Waters Flood Insurance Reform Act of 2012 (Biggert-
Waters Act); and second, to develop a long-term solution that works for America – 
an America in which all 50 states participate in the NFIP. 
 
We are dealing with a problem of profound unintended consequences.  A three-way 
confluence of the Biggert-Waters Act; incomplete FEMA maps that artificially inflate 
risk; and, questionable actuarial calculations, has led to premium increases of up to 
3,000% and more – including massive rate increases for policyholders who have 
built as the government told them and have no history of flooding.  These clearly 
unaffordable premium increases are not limited to properties with severe repetitive 



  

loss and wealthy beachfront homes:  primary residences of all income levels that 
have never flooded are being negatively impacted.  There are several examples in 
your packets that highlight these extreme increases.  For example, a primary home 
real estate transaction fell through in South Louisiana because the flood insurance 
quote skyrocketed from just over $1,372 per year to $8,340 per year.   In another 
example, a sergeant in the U.S. Army, stationed at MacDill Air Force Base in Tampa, 
Florida, purchased a home in Oldsmar, Florida worth $158,000.  He was quoted a 
premium for $4307, a 431% increase from what the previous owner paid.  This 
home has never flooded.  
 
Due to the Biggert-Waters Act, dramatic premium increases are already being 
assessed on pre-FIRM properties (i.e., those built before flood maps were issued), 
and what may be even more troubling are the coming increases for grandfathered 
properties, which are set to increase beginning late next year.  As new flood maps 
are rolled out across the country, premiums will begin to increase, in some cases 
dramatically, for properties that built to code at the time of construction.  These 
increases are triggered with the adoption of new maps, which are including more 
and more properties in special flood hazard areas that previously had not been 
required to carry flood insurance.  And while we know the number could be large – 
possibly over a million properties - it is impossible to truly know how many 
grandfathered properties will be impacted until FEMA flood maps across the 
country are adopted. 
 
NFIP rates suddenly jumping as much as 3,000% in the middle of a mortgage – 
when the owner had no reason to anticipate this unaffordable increase when the 
original contract was signed - utterly contradicts typical insurance practice and 
reasonable expectation.  And businesses and individuals do not have a choice - flood 
insurance along our coasts and rivers (areas that are critical to our economy) is 
often government-mandated. 
 
Furthermore, the flood insurance rate maps that are being rolled out across the 
country are artificially inflating risk by excluding local flood protection features, like 
levees, from the maps.  Not only does this falsely inflate risk for policyholders who 
are protected by local levees, it produces disincentives for local and state 
governments to invest in flood protection.  FEMA is attempting to give partial credit 
to locally built levees by rolling out a pilot of the Levee Analysis and Mapping 
Procedure (LAMP) program, and I urge the Committee to work with FEMA and local 
governments to ensure that LAMP is developed in a way that allows maps to reflect 
true risk and that it is rolled out efficiently and effectively across the country as 
soon as possible. 
 
Finally, the calculations we are seeing simply don’t make actuarial sense.  For 
example, a homeowner in St. Petersburg, Florida is trying to sell her primary home, 
which is valued at $250,000, but cannot because the flood insurance premium will 
escalate from $1,074 to $10,872 per year. This home has never flooded.  The 
question is – if the FEMA Base Flood Elevation is indexed to a 100-year storm, then 



  

why is this family being charged a premium that would pay for full replacement 
every 23 years?  The actuarial calculation doesn’t make sense.  
 
If dramatically rising flood insurance premium increases are left unchecked, the 
consequences are clear and devastating.  Owners will lose their homes, values of 
scores of unsellable properties will plummet, bank portfolios will go bust, real estate 
markets will freeze, local tax bases will erode, and economies will be eviscerated.  
Ironically, this will ultimately destroy NFIP itself, as policyholders will be forced into 
foreclosure and leave the program in droves, sending it into a death spiral. 
 
The good news is that there is a bi-partisan solution emerging in the House and 
Senate to address these unintended consequences.  H.R. 3370, the Homeowner 
Flood Insurance Affordability Act, delays premium increases for four years, until 
FEMA has an opportunity to complete the affordability study mandated in the 
Biggert-Waters Act and Congress has an opportunity to consider the 
recommendations put forth in the study.  The legislation was introduced just three 
weeks ago and already has over 100 co-sponsors from across the country.  This is 
common sense legislation – we should understand the potential impact of the 
Biggert-Waters Act before we implement it - and I urge you to bring it up for 
consideration as soon as possible.   
 
I encourage this Committee to act immediately to protect the American economy 
and the investments of taxpaying citizens by bringing up for consideration H.R. 
3370, the Homeowner Flood Insurance Affordability Act.  If we do not, the National 
Flood Insurance Program will grievously harm the very Americans it was designed 
to protect. 
 
In conclusion, to implement the Biggert-Waters Act as it currently stands would be 
economically unwise and morally unjust.  We must do better.   
 
Thank you. 
 
 








