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IMPLEMENTATION OF THE
BIGGERT-WATERS FLOOD
INSURANCE ACT OF 2012:
PROTECTING TAXPAYERS
AND HOMEOWNERS

Tuesday, November 19, 2013

U.S. HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HOUSING
AND INSURANCE,
COMMITTEE ON FINANCIAL SERVICES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 1:32 p.m., in room
2128, Rayburn House Office Building, Hon. Randy Neugebauer
[chairman of the subcommittee] presiding.

Members present: Representatives Neugebauer, Luetkemeyer,
Capito, Garrett, Westmoreland, Hurt, Stivers, Ross; Capuano,
Velazquez, Cleaver, Clay, Sherman, Himes, Sinema, and Beatty.

Ex officio present: Representatives Hensarling and Waters.

Also present: Representatives Cassidy, Grimm, Jones, Scalise,
Buchanan; Lynch, Green of Texas, Richmond, Mclntyre, Scott of
Virginia, Meeks, Jackson Lee, and Murphy of Florida.

Chairman NEUGEBAUER. Good afternoon. I call the committee to
order. We will have opening statements, and they will be limited
to 10 minutes per side, as previously agreed upon.

I want to recognize the attendance of Members who are not as-
signed to the Housing and Insurance Subcommittee. And, without
objection, members of the full Financial Services Committee, who
are not members of this subcommittee, are welcome to sit on the
dais and participate in today’s hearing.

Also, without objection, Members of Congress who are not mem-
bers of the Financial Services Committee may sit on the dais today,
but consistent with our committee policy, they may not be recog-
nized or yielded to for any purpose.

If they have any written statements, we will include them in the
hearing record under the general leave.

Now, at this time, I will give my opening statement. The title of
today’s hearing is, “Implementation of the Biggert-Waters Flood In-
surance Act of 2012: Protecting Taxpayers and Homeowners.”

In other hearings that we have had in the Financial Services
Committee, one of the common things that we hear from time to
time is that government is not very good at pricing risk. And, quite
honestly, one of the reasons that government is not good at pricing
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risk is because sometimes instead of pricing it actuarially or based
on a risk model, it is priced politically.

We only have to look at the GSEs, FHA, Medicare, and maybe
even Obamacare to determine that the government, in fact, does
not have a very good track record of being in the insurance busi-
ness.

This has real consequences for the American taxpayers. Cur-
rently, we are $17 trillion in debt, and I know if Chairman Hen-
sarling was here, he would want the debt clock up on the board
there.

How did we get to $17 trillion in debt? Partially, it is because
the taxpayers backed some things that didn’t work out, obviously,
with almost $200 billion that they put into the GSEs.

The National Flood Insurance Program (NFIP) is another exam-
ple. GAO decided in 2006 that it was high risk, and it currently
is $24 billion in debt and authorized to borrow up to, I believe,
about $30 billion.

So the Congress recognized this trend a number of years ago and
began to have some discussions, in a bipartisan way, both Demo-
crats and Republicans, of moving the Flood Insurance Program to
a model where people were actually paying for the risk that was
being borne by the Flood Insurance Program.

Biggert-Waters began that process. And, as I said, Republicans
and Democrats overwhelmingly voted to move this process where
people were paying their actuarially sound rate which would make
sure that the program would be self-sufficient.

And so, today’s hearing is really about discussing the progress of
the implementation of this program. Also, I think one of the things
that we have learned is that there is a lot of misinformation about
the implementation of this program.

Hopefully, this will be informative as well of assuring home-
owners that there is a process here, there is a method to the mad-
ness and that, in many cases, some of the stories that we have
heard aren’t necessarily true.

But my subcommittee, for example, found out that there was a
quite a bit of misinformation, particularly about the Section 207
program. And so, we are going to hear a little bit today about that.

We do know that some of the stories that are out there are trou-
bling to our homeowners, but I think one of the things that every-
body needs to understand is that this Flood Insurance Program is
designed to provide protection to homeowners who are in highly
flood-prone areas. And that its ability to be responsive in the case
of natural disasters and flooding is to have a program that is phys-
ically sound.

I would particularly like to thank Dr. Cassidy from Louisiana.
He has been very helpful to the committee in beginning to under-
stand some of the coastal issues that are going on in his home
State of Louisiana. He and his staff have been very good resources
for the committee. And so, Dr. Cassidy, we appreciate that. We are
glad that you are joining us today.

With that, I will yield back my time. And at this time, I will
yield to the vice chairman of the full Financial Services Committee,
Mr. Luetkemeyer, for 2 minutes.
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Mr. LUETKEMEYER. Thank you, Mr. Chairman. I am glad Mr.
Fugate is here today. And I hope that this hearing will produce re-
sults about both taxpayers and homeowners alike.

My district includes many communities that sit in the floodplain
along major streams and rivers. It is also home to Lake of the
Ozarks, which has more coastline than the State of California. I am
hearing more and more from my constituents who are astounded
by the problems they are having with the National Flood Insurance
Program.

We need, in my opinion, to focus on two immediate objectives
with NFIP. First, we owe it to our constituents living in the flood-
plain to create a program that is stable, fair, and accessible. And
we need to have the specifics of that program clearly communicated
by FEMA to all stakeholders.

Second, we owe it to the American taxpayers to create a program
that is solid, and allows for an increased role for the private mar-
ket. We have taken important steps to create a sound program, a
program that includes changes agreed to by 402 of my House col-
leagues in 2012.

In the last several months, we have seen an increase in the pri-
vate market’s willingness to enter the flood insurance space. I don’t
think we should completely turn our back on the progress that has
been made. It is clear that this program, the manner in which it
is being implemented, is in need of greater scrutiny.

I look forward to hearing from our distinguished panelists, and
I yield back the balance of my time.

Chairman NEUGEBAUER. I thank the gentleman. Mr. Lynch from
Massachusetts is recognized for 2 minutes.

Mr. LyNcH. Thank you, Mr. Chairman. I appreciate your cour-
tesy. And I want to thank this witness, Mr. Fugate, as well as the
other witnesses in the following panel for their willingness to come
before the committee, and help us with our work.

What I am hoping—I recently attended a local community meet-
ing on the new flood insurance process, which I would say between
1,000 and 1,400 of my closest neighbors from the South Shore of
Massachusetts attended. And based on the response there, the
number of people who brought their new bills from their insurance
companies, and the increase of premiums, we were looking at, in
many cases, a 500 percent, sometimes 1,000 percent increase in the
premiums of those flood insurance rates under the new maps.

I would say, just based on looking at my district, the threat of
forcing people from their homes by these increases in premiums is
probably equal to the removal of people from their homes during
some of the storms that we are trying to address.

I just hope that during this hearing, during this whole process,
we may be able to re-engineer the Biggert-Waters flood map proc-
ess in a way that allows families to stay in their homes, but recog-
nizes the instability of the fund itself.

But rather than recapitalizing the fund over a very short period,
look at what GAO recommended in their study, which was to delay
the implementation, or to phase in over a longer period, the in-
crease in rates that would actually allow people to stay in their
homes, especially those who are on fixed incomes, who live in the
South Shore communities like Scituate and Cohasset that I rep-
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resent, and Marshfield in Massachusetts, that Mr. Keating rep-
resents; and I think accomplish both the goals that we have to sta-
bilize the Flood Insurance Program, but also recognize the reality
of people who are living in coastal communities, whether that be
Massachusetts, or Louisiana, or Mississippi, or in New York, but
taking a more holistic approach to the issue of flood insurance.

With that, Mr. Chairman, I yield back.

Chairman NEUGEBAUER. I thank the gentleman. And now, the
gentlewoman from California, one of the primary authors of
Biggert-Waters, the ranking member of the full committee, Ms.
Waters, is recognized for 5 minutes.

Ms. WATERS. Thank you very much, Mr. Chairman, and Mem-
bers. I am so pleased that we are having this hearing today. It is
most timely, given what is happening across this country in all of
our districts.

Both Democrats and Republicans are receiving an unprecedented
number of calls and complaints about the Biggert-Waters bill. I feel
a responsibility to do everything possible to straighten out the un-
intended consequences of Biggert-Waters. Ms. Biggert is not here.
Ms. Waters is left to deal with this, and deal with it I shall.

In 2012, when I initially agreed to be a co-author of the Biggert-
Waters Act, our goal was to create a bipartisan solution to repair
our ailing National Flood Insurance Program. I did so because I
understand the importance of the program for people living in
flood-prone regions.

The program helped rebuild many areas in the southeastern part
of the United States after Hurricanes Katrina, Rita, and Isaac. It
is helping New York and New Jersey rebuild after Superstorm
Sandy. We need a healthy program to ensure all communities have
a safety net that helps them to pick up the pieces, should they ex-
perience such devastation.

But the reality is, many of these unforeseen catastrophes crushed
the program financially, putting it $24 billion in debt. The Biggert-
Waters flood insurance legislation was designed to update the Na-
tional Flood Insurance Program, and put it on a path to stability
through a 5-year extension, and a 10-year repayment plan.

The law was supported on a bipartisan basis. And I think I can
speak for my Republican colleagues when I say neither Democrats
nor Republicans envisioned it would inflict the pain and concern
that many Americans are experiencing. That bill was voted out 402
to 18.

In my view, it certainly didn’t have to be this way. But I have
met with FEMA. I have talked with them, and I think I under-
stand something of what happened with the way that this has been
implemented.

The first thing that I want to address is the fact that we included
in the bill that there should be an affordability study, which has
not been done.

There are some other areas of concern that I have with FEMA
that I cannot go into at this time. I don’t have enough time. But
having said that, FEMA did not complete either the remapping
that I think was indicated in the bill, or the affordability study.

But somehow they began to announce dramatic increases for
many of the policyholders. I think that this was distorted. Some-
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how, the intentions of our well-meaning piece of legislation has
caused grief to families from coast to coast. I do think this could
have been avoided.

I hope, Mr. Chairman, the majority of our time here today can
be used to discuss how we can fix this broken program. As many
of you know, I have joined with Congressman Grimm, Congress-
man Cedric Richmond of New Orleans, and 131 other Members of
Congress in introducing bipartisan legislation that would delay
many premium increases for 4 years, until FEMA and Congress
can ensure changes will be implemented in an affordable, respon-
sible manner.

Mr. Chairman, and Members, I think you can see that a number
of these co-sponsors not on this committee have joined us here
today, including, as I said, Representative Cedric Richmond, and
Representatives Bobby Scott of Virginia, Mike McIntyre of North
Carolina, Bill Cassidy of Louisiana, and Walter Jones of North
Carolina. And we expect some more Members to show up. This is
a bipartisan, bicameral effort that will ensure FEMA engages in an
accurate and responsible remapping process by forcing it to certify
that maps are accurate and reliable. And Mr. Fugate, it will force
the implementation of the affordability study of your agency that
should have been completed last April.

This bill would mandate that FEMA propose an affordability
framework to address flood insurance costs within 18 months after
the completion of the study. It would also establish a flood insur-
ance advocate within FEMA who will answer our constituents’
questions about the flood-mapping process, and flood insurance
rates.

Mr. Chairman, we have to make sure that FEMA implements
this program in the way that it was intended, and in a responsible
and affordable way. Of course, I look forward to the witnesses’ tes-
timony, and a robust discussion to ensure we have a well-organized
and sustainable National Flood Insurance Program that will con-
tinue to be affordable, and ensure hundreds of thousands of Amer-
ican families have the peace of mind to know they are protected in
case of a disaster.

Mr. Chairman, I spent a part of our break in Louisiana. I went
down to Plaquemines Parish, where people are suffering. And even
though that was the only place that I was able to go to, I did a
conference call with over 127 organizations throughout America
who are organized around reform, and making sure that we have
a program that is affordable, and that will protect the most vulner-
able of our citizens at a time when they need it.

I thank you so very much. And I yield back the balance of my
time.

Chairman NEUGEBAUER. I thank the gentlewoman. And now, the
gentlewoman from West Virginia, the chairwoman of the House Fi-
nancial Institutions Subcommittee, Mrs. Capito, is recognized for 1
minute.

Mrs. CApiTO. Thank you, Mr. Chairman, for holding this very im-
portant hearing on the implementation of Biggert-Waters.

I represent West Virginia. We have a lot of floods, we have a lot
of water, we have a lot of mountains, and we have a lot of valleys.
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And these newly-released premiums have left many of my constitu-
ents very concerned.

I just had a meeting back in my home district. One of the home-
owners, a coal miner, just purchased his house in August for
$160,000. He has been working 20 years to be able to get his dream
home.

At the time, his premium was $1,500. He has gotten caught in
this grandfathering and implementation period, where now he is
}farning that his insurance is going to be $12,000 on a $160,000

ouse.

He is asking me, “Should I just quit paying my mortgage, and
get foreclosed on?” I don’t think any of us in this room intended
for this bill to cause foreclosures for people who happen to live near
a river or near a mountain. So hopefully, we can find some solu-
tions today, and certainly, at least, get the information out to help
gentlemen and families like the one I just talked about.

Thank you.

Chairman NEUGEBAUER. I thank the gentlewoman.

Now, the gentleman, Mr. Westmoreland, is recognized for 1%
minutes.

Mr. WESTMORELAND. Thank you, Mr. Chairman, for calling this
long overdue hearing. As a former homebuilder, I know the nature
of flooding is always changing. Development, environmental condi-
tions, and public policy at local, State, and Federal levels all con-
tribute to either your flood risk or your flood mitigation.

Mr. Chairman, the fundamental question posed by the Flood In-
surance Reform bill is one of fairness. Is it fair for everyone to sub-
sidize the insurance of a few? This is the question asked about the
Obamacare subsidies, and today it is the same question posed by
the flood insurance.

To me, the answer is simple. Taxpayers should not continue to
subsidize the flood insurance of those who live in flood-prone areas.
It is not fair. I have heard from my colleagues about different sce-
narios with dramatically increasing premiums. Agreed, there are
places in Biggert-Waters where tweaks need to be made to make
the reforms work better. I am committed to helping the committee
work on these areas where we can find agreement.

But this committee must be committed to working to reserve the
reforms to the Flood Insurance Program or risk a taxpayer bailout.
Without these reforms, there will not be a Flood Insurance Pro-

ram. We all know the NFIP owes the taxpayers approximately
%30 billion. If reforms are not put in place, then as I mentioned,
ultimately the taxpayers will be the ones to bail it out.

This committee must continue to have strong and frequent over-
sight of FEMA’s implementation—putting it in force and holding
FEMA accountable. With robust oversight of putting it in, this com-
mittee can preserve the reforms of the Flood Insurance Program
and be fair and balanced to people currently in the program.

Mr. Chairman, again, thanks for having this committee meeting,
and before I yield back, I would like to make a unanimous consent
request that a statement from my colleague, Representative Jack
Kingston from Savannah, be entered into the record.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Mr. WESTMORELAND. Again, I yield back.
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Chairman NEUGEBAUER. The Chair yields 1% minutes to the
gentleman from Florida, Mr. Ross.

Mr. Ross. Thank you, Mr. Chairman, and thank you for holding
this very important hearing. I also want to thank our panelist, the
Honorable Craig Fugate, whom I had a chance to work with when
he was Director of the Emergency Operation Center in Florida dur-
ing the devastating 2004 and 2005 storm season.

Florida has a unique relationship with the National Flood Insur-
ance Program. Two out of every five homes covered by NFIP are
located in Florida. And yet in Louisiana, New Jersey, New York,
and even Texas have received more in claim payments than Flor-
ida, and I think this is due in part to our mitigation program and
a little bit of luck as well.

We contain so many policies for NFIP because we are a penin-
sula. Very simply, we have more risk. Our residents, many of my
constituents, need affordable flood insurance. The NFIP is over $24
billion in debt. The business model was flawed, and the program
faced elimination. The Biggert-Waters bill addressed this problem
and aimed to implement reforms to keep the program available.

Unfortunately, the implementation of the Biggert-Waters pro-
gram has proven problematic. I am hearing reports from my con-
stituents of $15,000 increases in their flood insurance premiums.
The communities in my districts are very concerned about the accu-
racy of FEMA’s mapping. Now is the time for discussions about af-
fordability, private market risk, capacity, and the program’s pre-
mium collection.

I hope today’s hearing will shed some light. While some might
feel the government should wipe its hands of the problem, I would
like to note that Congress created this problem. Congress allowed
subsidized rates to continue for over 40 years. Congress passed the
reforms that although are ultimately necessary, are very burden-
some for some communities.

Government created this problem. Now, we should work towards
a solution, and I yield back. Thank you.

Chairman NEUGEBAUER. Thank you, gentlemen.

And now, we are going to recess and go over for Members to ex-
ercise their constitutional responsibility. We have a couple of votes.
I will remind Members that just as soon as votes are over, please
come back and we will resume.

With that, we are in recess.

[recess]

Chairman NEUGEBAUER. The committee will reconvene. I will
now introduce our first panel, which has one witness: the Honor-
able Craig Fugate, Administrator of the Federal Emergency Man-
agement Agency (FEMA). H. Craig Fugate was confirmed by the
U.S. Senate and began his service as Administrator of FEMA in
May of 2009.

Mr. Fugate has been a dedicated public servant for nearly 2 dec-
ades, including serving as Director of the Florida Division of Emer-
gency Management, as well as a distinguished emergency manage-
ment career as a volunteer firefighter, a paramedic, and a lieuten-
ant with the Alachua County Fire Rescue.

Mr. Fugate, thank you for your public service. You are now rec-
ognized for 5 minutes to summarize your written testimony. And
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without objection, your written testimony will be made a part of
the record.
And with that, welcome.

STATEMENT OF THE HONORABLE CRAIG FUGATE, ADMINIS-
TRATOR, FEDERAL EMERGENCY MANAGEMENT AGENCY
(FEMA)

Mr. FUGATE. Thank you, Chairman Neugebauer, Ranking Mem-
ber Capuano, committee members, and Members of Congress who
are sitting in on this hearing.

In 1968, Congress determined that there was a need to provide
insurance for a hazard that the commercial industry was no longer
able to cover, and that was flood insurance.

As part of that, to make flood insurance available to the public,
one of the goals was to decrease and reduce future risk—the idea
being, at the point we were going to start offering flood insurance,
the other goal should be to decrease, in the future, the risks of
flooding in this Nation. That would have hopefully been achieved
if we were able to make sure that rates being charged were really
changing behavior about how and where we built for the future.

But as it is, we have a program now, after all those years, that
has grown exponentially in exposure, and, at the same time, we
continue to see growth and development in those areas in the coun-
try where, again, we still see our risk increasing.

There is a lot of discussion about maps. There is a lot of discus-
sion about how much are formal rates. But you can’t argue with
this: we are $24 billion in debt.

We currently have $350 million worth of cash on hand. We have
the borrowing authority for another $6 billion.

If you take all the other discussions away, that alone says that
this program does not provide the funding necessary to cover cata-
strophic losses. And that exposure to catastrophic losses is what I
think began driving the discussion as we look to reauthorize the
Flood Insurance Program.

We were very much supportive of getting flood insurance reau-
thorized for a 5-year period. This is something we heard from RE-
ALTORS®, from local communities, from our Write-Your-Own poli-
cies; they wanted to see stability.

At the same time, I think there was a growing understanding
that we need to set the right point of how much risk as a nation
we can afford to subsidize and ensure that we are getting a return
on that investment.

So, Mr. Chairman, I want to break this down into a couple of
segments and then I am ready for questions.

Section 205 is the section of the Reauthorization of Flood Insur-
ance Act that speaks to one particular type of property: secondary
homes. I don’t think there is any question—I know there is some
concern out there, but is there any question that we should be sub-
sidizing somebody’s vacation home?

So, I want to focus on primary homes, because I think this is the
area about which we share a lot of concerns. And that is you own
your home; we have a requirement to now begin moving to actuary-
based rates, and in the case of update maps under our Section 207,
the section requires that we increase those rates 20 percent over
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a 5-year period until we are at the full rate, understanding that for
a lot of homes and built infrastructure, it is going to be prohibi-
tively expensive.

And to give you an illustration of this, we use a term: base flood
elevation. Base food elevation is what we say—a 100-year risk—
which is not once every 100 years; it means a 1 percent risk each
year—that we could get flood waters high enough to get in the
structure. If you are built about that—just 4 feet above that, to in-
sure $250,000 of home and $100,000 of content, is about $500 a
year. Your base flood elevation—it is several thousand dollars.

If you drop below that, there is a 25 percent increase for each
foot you go down. So, for every 4 feet, you are doubling that policy.

So, it is very likely if you have somebody whose home was built
on a river or other coastal area where the base flood elevation
could be as much as 8, 10, and in some cases even 16 feet above
where they are built, you are going to see rates that are astronom-
ical.

Mr. Chairman, we want to work with Congress in looking at how
do we set the right point to ensure we are not subsidizing risk
going forward?

But we want to look and work with Congress on how we look at
affordability for somebody who is in their home now and how we
look at affordability from a standpoint that is means-tested upon
an ability in income, not just arbitrarily given to an entire designa-
tion as what the program used to do.

We used to grandfather in the whole community, regardless of
the ability to pay. So, we agree, and want to look at how we build
in affordability.

The last piece, Mr. Chairman, is there has been a lot of discus-
sion about the affordability study. And as far as we have been able
to determine with our attorneys and our reviews, there was a re-
quirement to implement these programs concurrently—not waiting
for a study to be completed.

That would be a different direction Congress would need to give
us to do. But we have already implemented Section 205 on sec-
ondary homes. Section 207, which would be about map changes, is
still not implemented for current homeowners and will not be im-
plemented until October of 2014.

And again, this is an area, Mr. Chairman, in which we are ready
to work with Congress.

[The prepared statement of Administrator Fugate can be found
on page 79 of the appendix.]

Chairman NEUGEBAUER. I thank the gentleman, and now the
chairman will recognize himself for 5 minutes for questioning.

Mr. Fugate, in your testimony to the Senate Banking Committee,
I think you testified that you felt like that the fund needed an ad-
ditional billion and a half dollars to really get to where it was actu-
arially sound.

And you also just mentioned that I think you had about $300
million on hand. Kind of two questions here—if you have another
significant event, you are in trouble, right?

Mr. FUGATE. Yes, sir. We have approximately $6.4 billion left
that we could borrow. And then at that point, we would exceed our
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borrowing authority, and we would be required to come back to
Congress to get more authority.

Chairman NEUGEBAUER. So if Congress decides to change course
here and move away from actuarially sound rates, that would begin
to reduce the inflows. And how would that impact the fund?

Mr. FUGATE. It is going to continue the challenge that we have
an existing debt that if no new disasters happen, we were slowly

aying down from Katrina. We had actually gotten down to about
18 billion—almost under $18 billion when Sandy hit.

But we are still talking about many years to pay down this debt.
What the increases really do is ensure that future losses are being
paid for by rates collected and allow us to then keep growing—not
grow the risk.

But I think that given what we have now with the current debt,
even with these increases you are not going to substantially see
this debt retired any time soon.

Because just the average payouts each year and the cost of oper-
ating this program, that overhead, precludes taking all of these in-
creases and merely applying it to past debt. You have to use that
for your future losses.

Chairman NEUGEBAUER. One of the things that our committee
has had is a lot of different Members come up to us with different
scenarios. And some of those just really kind of turned out to be
either misconceptions or rumors; some of them founded.

What are the two or three most repeated misconceptions about
the implementation of Biggert-Waters?

Mr. FUGATE. I think one is on current homeowners. If I have my
house—and again, about 20 percent of policies are subsidized; 80
percent are already paying, calculated out, actuarially sound. So,
80 percent of the policies see no change in this statute.

The 20 percent that are currently subsidized—there is a very
small percentage of secondary homes. They have already gotten
their bills. They will get, by the end of this year—we started in
January 2013—as of January, they will all have been moved to an
actuarially sound basis.

Where you do see the concerns is I own my home, the maps—
they are talking about changing the maps. What is going to hap-
pen? And, as it has been in previous programs, as long as I am
paying my policy, my premium, I have been getting that subsidized
rate.

But if we change the map and the community adopts that map—
this is not a one-way street, FEMA works with the communities
and the community adopts and enforces those maps, then their
rates will start increasing 20 percent over a 5-year period until
they reach the full level.

That is not even phased to be implemented until October of 2014
based upon the additional work it requires to implement that rule.
So there are a lot of numbers flowing around, and there are a lot
of questions out there.

We can tell you what it will be if you got a secondary home. We
have been doing those calculations. But for primary homeowners
with map changes, that doesn’t change until October 2014.

It is a 20 percent increase per year, so it is not all in the first
year. And those have still not been finished as far as the imple-
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mentation. That is still in rule-making and the process to have that
ready to go next October.

Chairman NEUGEBAUER. One of the other things that I think was
in your testimony was about some of these uncertified levees. And
I know it is particularly interesting to some of my friends in Lou-
isiana where they have a lot of levees, many along major rivers.

And you are actually doing some work to give some partial cred-
it, so to give some credit for a levee that may not be certified. Can
you elaborate a little bit on that?

Mr. FUGATE. Yes, sir. Previously when we looked at levees, if
they were not certified to the standard that the Corps of Engineers
was using, we would identify that as “without levee” and would cal-
culate that as if there was no structure there.

We agreed with many constituents who said we should at least
be looking at how that would affect the flood risk. And so we
agreed to come back and begin modeling as they were built, not did
they make standard.

So we didn’t zero them out as if they were perfect, but we did
look at them for the protection they offered. We are currently doing
pilots in Louisiana based upon that, which will require a rule
change. But we are doing the pilot now to make sure we can get
the right calculations and determine risk and have that now re-
flected in what they would be looking at for their risk and what
those rates would be not on a certified levee, but on what is built
there and how it would perform.

Chairman NEUGEBAUER. And one last thing, you have a grant
program to help with some of the mitigations. If some of the cities
and States were to chip in, in partnership with you, on some of this
mitigation, that would change some of the maps and could dramati-
cally change some of the flood insurance premiums, could it not?

Mr. FUGATE. Yes, sir. And we have had some States, most nota-
bly North Carolina after Hurricane Floyd did quite a bit of invest-
ment of their mitigation dollars to get the best map data.

Previously, in the State of Florida, I worked to get better data
for coastal communities to calculate storm surge.

So, there are programs to get better data. We are also looking
at the technology that is changing to speed up and reduce the cost
of getting the best data while making sure that it is cost-effective
and accurate in determining these risks.

Chairman NEUGEBAUER. My time has expired. And now, the gen-
tleman from Missouri, Mr. Clay, is recognized for 5 minutes.

Mr. CLAY. Thank you, Mr. Chairman, and thanks for conducting
the hearing.

Mr. Fugate, we have heard reports of consumers being faced with
multiple rate quotes for the same property. Can you describe the
options available to a consumer in this situation?

Mr. FUGATE. Again, sir, a lot of this is being done with prelimi-
nary information. We hadn’t even finalized until this year what
those rates would be on new purchases that are not subsidized.

The phase-in piece is still being worked on so that hasn’t even
been finalized for existing homeowners who were looking at map
changes where they would have to be phased-in.
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And we have been working with “Write-Your-Owns” and other
partners to make sure we get the accurate information out there
when you do go and get your rate.

But here is the challenge, sir. Unlike a lot of insurance policies,
I cannot just look at where you are and determine your risk. I have
to have an elevation certificate to know the risk.

As I said—

Mr. CrAY. Yes.

Mr. FuGaATE. If you are at base flood elevation, you are going to
pay a certain amount, and you are going to get discounted for every
foot you are above that, and those savings will be substantial.

Likewise, if you are below that base flood elevation for that flood
risk, the penalties and the increases can also go the other way and
you will see increases in the rate far greater than what they had
previously seen.

Mr. CLAY. So you would agree that the premium rates serve as
incentive or disincentive to locate a property at a certain level?

Mr. FUGATE. Yes, sir.

Mr. CLAY. And, up to this point, has it worked? Have there been
less locations of properties outside of those levels or outside of the
floodplain?

Mr. FUGATE. In some cases, communities have made decisions to
turn their most vulnerable areas into green ways and green space
because the cost of construction would be prohibitive.

And in other cases, they changed their construction techniques to
build at a rate above base flood elevation. This is what the statue
requires: If you are participating in the Flood Insurance Program,
you have to build one foot above base flood elevation on the current
maps.

So we have seen in communities side-by-side homes that were
built prior to the maps and homes built after the maps and the
ones that were elevated after the maps did very well, and the ones
that were not, flooded and people lost everything.

And, again, I realize there is a cost to insurance and, in some
cases, that cost is an issue we have to address.

I want to go back to the one thing that flood insurance does do.
It provides protection to people who lose their homes and their con-
tents, and it is much better not to have flooded in the first place,
then to deal with the consequences of a flood.

Mr. CLAY. Okay. Let me ask you then, do you agree that it would
make sense for FEMA to have an advocate that could provide a
central point of contact for and work to educate policyholders about
their individual flood risk and their options in choosing a policy, as-
sist property owners through the map appeal process and improve
outreach and coordination with local officials, community leaders,
and Congress?

Mr. FucaTE. Congressman, not only do I think it is a good idea,
I am looking at that internally, what it would take to do that and
what resources would be required.

But, I agree, this is a very—from the standpoint of a consumer,
since we work through a variety of Write-Your-Own insurance com-
panies, I want to look at the best way to ensure we can get ques-
tions answered uniformly.
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So we are taking that. I understand it is being considered legisla-
tively, but we are looking internally is there a better way to pro-
vide that within the Flood Insurance Program?

And so concurrent with your approach, and we want to work
with the committee and staff on this, I want to look at this as well
and see what we can do.

Mr. CrAYy. Okay. Can you explain the basis for FEMA’s decision
to wait to implement the rate increases under Section 207 dealing
with grandfathered properties?

Mr. FUGATE. The delay is based upon the time it takes to imple-
ment the program. There was no delay that was built in other than
this is a very complex process to move through.

We implemented Section 205 first. We are now working on Sec-
tion 207, but it is still something that we estimate we will be im-
plementing, and the rate notices and the changes would be effec-
tive in October of 2014.

So there was no intention to delay it other than the time it takes
to implement this part of the bill.

Mr. CLAY. Why was the decision made to move forward with the
rate increases under Section 205 for subsidized properties?

Mr. FUGATE. That was clear because there was not a require-
ment when you looked at existing homeowners who were receiving
subsidies. Secondary homes were easier to identify and that was
the first part of this.

It is far fewer policies that we insure than the much larger pool
of primary residences.

Mr. CrAY. I thank the gentleman for his response.

Chairman NEUGEBAUER. I thank the gentleman.

I would say to my fellow committee members that we are going
to try to adhere as much as possible to the 5-minute rule. We do
have two panels, and we have lots of Members here today.

And so if I start cutting you off, it is not because I don’t like you,
it is just because we need to move on.

Next, I recognize the vice chairman of the subcommittee, another
gentleman from Missouri, Mr. Luetkemeyer, for 5 minutes.

Mr. LUETKEMEYER. Thank you, Mr. Chairman.

And thank you, Mr. Fugate, for being here today. You are deal-
ing with a very difficult issue that is affecting millions and millions
of people.

In my district, I represent the Lake of the Ozarks, which is a rec-
reational area, retirement center there in central Missouri. It has
more miles of shoreline than the State of California. That tells you
how impactful it is, how large it is.

And we have some significant problems with the flood maps. I
know the premiums are what the discussion has been about so far,
but the maps are really of a concern to me.

I also have the Missouri River right through the middle of my
district, and I have part of the Mississippi River. So, I have lots
and lots of concerns with the mapping.

I will give you an example: I have a lady who lives in a third-
floor condo, that is the condo is on a 40-foot bluff above the level
of the dam. She is 40 feet plus 2 floors above the dam, and yet she
has a flood insurance policy.
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This is rampant. We have thousands of people around the lake
who are in this situation. Is there a way that we can meet with
you or your staff, somebody who can sit down and look at this map-
ping and get it straightened out.

I know what happens is every time a piece of property has to
sell, they have to go get a new elevation statement, and it takes
a lot of money and a lot of time for each individual property around
that lake, and there are thousands of properties.

Is there a way we can fix the maps without going through this
process?

Mr. FUGATE. I am more than happy to meet with you, but I am
not sure you are going to like what I am going to tell you and I
want to—

Mr. LUETKEMEYER. Well, let’s talk about what we like then.

Mr. FUGATE. When we do mapping, we map the risk based upon
the area, not each structure. There are not enough resources to
map each structure. And this has, again, been the challenge in
doing maps.

When you are setting an insurance risk rate, you set it based
upon the area. And then, the elevation certificate tells you how
high you are above or below that risk in that area and that sets
your rates.

The program has never been resourced, meaning funded, to do a
structure-by-structure risk-base analysis. It has been based upon
establishing risk for the community, for the neighborhood, for the
block, and then you determine by that elevation certificate what
that property’s risk is relative to insurance.

That is an additional step and cost, and that is why, for Write-
Your-Owns, this is not an easy policy to administer. There have
been questions about what it costs and the percentages that they
receive.

Mr. LUETKEMEYER. Okay. My question is, would you be willing
to have your staff or somebody like yourself meet with us and sit
down and work through this?

Mr. FUGATE. Absolutely.

Mr. LUETKEMEYER. I appreciate that. Along that line, I know
that there are a lot of other trade associations and groups out there
that have some of the same concerns that I have.

And I assume you have probably seen the letter to you dated No-
vember 15th from, I think, 16 different organizations requesting a
meeting with you, a sort of flood-insurance summit. I don’t know
if you are aware of it or not. But would you be willing—

Mr. FUGATE. I have not received that.

Mr. LUETKEMEYER. Okay. Would you be willing to meet with
those groups?

Mr. FUGATE. Yes, sir.

Mr. LUETKEMEYER. Okay. I have a letter to be entered for the
record, Mr. Chairman.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Mr. LUETKEMEYER. Thank you. I would appreciate that, because
I know that everybody has some concerns about this, how it affects
each different group—whether they are individuals or consumers or
commercial folks; everybody has a problem.
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I guess one question I would like to ask you as well is, I guess
there are several different flood insurance companies that are get-
ting into the flood insurance field. Are you aware of those? I am
sure you—

Mr. FUGATE. They have been in the field.

Mr. LUETKEMEYER. Okay.

Mr. FUGATE. We only cover $250,000. So if you have a jumbo
mortgage, you have always had to go in the commercial, to write
over that.

Mr. LUETKEMEYER. Okay. The question I have then for you is,
what is the difference in their approach versus your approach?

Mr. FUGATE. We are insuring the greatest risk and the greatest
liability at the least cost to anybody else, except for the taxpayer.
They are writing the piece of the risk that is the least amount, and
they can write it very affordably.

Mr. LUETKEMEYER. I think I have an example here in this article
from—Ilooks like the Tampa Bay Times. There are a couple of dif-
ferent companies there in Florida, apparently, that are writing it
from the ground up, and from the first dollar up. So what is the
difference in their approach versus yours?

Mr. FUGATE. Well, currently under—and this is something
Biggert-Waters was also addressing, and is going through rule-
making, if you have a federally-backed mortgage, it still requires
a National Flood Insurance policy. That is being changed to allow
any commercial policy that provides the coverage to the mortgage.
So it is no longer exclusive to NFIP, which I support very much.

Where we have seen the private sector engage in is the area that
I have been trying to push, getting to the point where we are not
subsidizing rates, where they are not going to write the least-risk
areas, and begin taking on more and more of the responsibility,
and literally move them back to more of a capitalist, private-sector
model of managing risk.

So, I very much support that. Again, if they are able to write
those policies cheaper, I think that is great for everybody. And as
to the details of theirs and ours, it depends upon what they are
writing.

But right now, we are required to write the policies of service to
federally-insured mortgages. And when that rule change occurs,
that is going to open up that market. And I will be very interested
to see how many more participants we are going to have in writing
insurance below $250,000, for that first amount.

Mr. LUETKEMEYER. Thank you very much. I yield back.

Chairman NEUGEBAUER. Time has expired. The gentlewoman
from California, Ms. Waters, is recognized for 5 minutes.

Ms. WATERS. Thank you very much. First, let me—Mr. Neuge-
bauer, you asked about participation by cities or States, or local
communities in mitigation. Right now, there is a cap of 50 percent.
Is that right, Mr. Fugate, of ability of a local entity to participate
in mitigation?

Mr. FUGATE. It depends upon which program. I am not sure if
that is in the flood insurance buyout program. The other programs
are 75 percent Federal, 25 percent State and local.

Ms. WATERS. Why is there a limit on the ability for local commu-
nities to help themselves with mitigation?
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Mr. FUGATE. There is one area I am familiar with, and that is
this is a rule-changing, we support it, that if they use their money
to do certain work, we had not recognized that before. And as we
have been briefed on it, we want to change that.

So if a community is putting up their money, we recognize that,
and do not preclude that from being a tool to factor in the mitiga-
tion.

Ms. WATERS. We are going to attempt to change that in the legis-
lation, the bipartisan, bicameral legislation that we have put to-
gether. But my question is, none of us are expert in this business
of the Federal Flood Insurance Program. But we don’t get you from
FEMA initiating changes that make good sense.

If you knew, and you know that makes good sense for local com-
munities to be able to participate in their own mitigation, even if
i%l is? 100 percent, why haven’t you come to us and recommended
that?

Mr. FUGATE. I wouldn’t be able to answer that. I would have to
go back to staff. But I do know that in the one case where we did
have this, we found a workaround for a community to allow them
to use those funds. It was tied back to some rules that, quite hon-
estly, until I got briefed on it, I hadn’t heard of before.

Ms. WATERS. Let me just go on, on this same vein of questioning.
There was a pre-owned property. It was purchased in 2011 by a
Pennsylvania couple as a future retirement home. Upon hearing of
the changes in the Biggert-Waters Act, the owners sought an ele-
vation certificate, and learned that the full-risk rate of the home
had increased from $3,300 to over $59,000. Even with the phase-
in of rates, this sharp increase has made the home unaffordable,
and the home is now up for sale. The owners fear that they will
not be able to sell the home because of the poor risk rate.

When your people began to see rates increase like this to an un-
reasonable, outrageous amount, why didn’t you come to us and in-
form us that something extraordinary was going on, and come up
with a fix to help us with this? You are the expert.

Mr. FUGATE. We have been working on this issue. And as we
come across this, we have been trying to do our due diligence. It
was something the Administration went on record that before we
had even began calculating this, we were concerned about—there
was no affordability provision in this.

Ms. WATERS. If you were concerned about no affordability, why
didn’t you find a way to do the affordability study?

Mr. FUGATE. The affordability study, again, based upon the di-
rection that we had when we approached the national academies
to contract with them, they informed us that the amount of funds
and the timeframes would be insufficient, and they would only be
able to begin part of that study.

We went back and notified staff that was the response. But be-
cause the legislation was fixed at a certain price—

Ms. WATERS. Did you come back to this committee to ask for
some help with that? Now, we are fixing it in the legislation, that
is the bicameral, bipartisan legislation, and we are putting some
money in there for an affordability study.

But you didn’t come back here and tell us any of what you are
telling us now. Why didn’t you do that?
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Mr. FUGATE. Again, my understanding is staff were commu-
nicating with staffs. I apologize if that did not happen.

Ms. WATERS. This issue requires leadership. And let me just say,
all of the harm that has been caused to thousands of people across
this country who are calling us, who are going to lose their home,
who are placed in this position, it is just unconscionable.

That was not the intention of Biggert-Waters. And I am abso-
lutely concerned that with your knowledge, with FEMA’s knowl-
edge, that you should be talking to us more, helping us to under-
stand how to best be of assistance, and have a program that works.

Mr. Chairman, I yield back the balance of my time.

Chairman NEUGEBAUER. I thank the gentlewoman. And I will
just take a little bit of your time. Section 100219 of Biggert-Waters,
“permits states to invest in unlimited additional funds in mapping
by removing the limitation that states can only contribute up to 50
percent of the cost—"

Ms. WATERS. We can’t hear you, Mr. Neugebauer.

Chairman NEUGEBAUER. I'm sorry. Basically, in Section 100219,
it says that “states can invest in unlimited additional funds in
mapping by removing the limitation that states can only contribute
up to 50 percent.”

So in Biggert-Waters, some of that was addressed. But I think
the gentlewoman does make a good point in as far as building in-
frastructure, if we have limitations on infrastructure that States
and local communities can build, we probably need to address that.
So, thank you for bringing that point up.

I now yield 5 minutes to the gentleman from Florida, Mr. Ross.

Mr. Ross. Thank you, Mr. Chairman. I apologize for the hoarse-
ness in my voice. I lost it on a 4th-and-18 touchdown “Hail Mary”
pass over the weekend for my Auburn Tigers.

Mr. Fugate, as I said in my opening statement about Florida
being a donor State, and it just seems a little contradictory, could
you explain why that is? Two out of five policies are written in
Florida, yet they don’t lead to claims.

Mr. FUGATE. It is because we have been fortunate that we have
not had the large-scale flooding event. Florida sees itself as a donor
State. But they have also have to understand that they also have
some of the biggest risk.

If a category 2, category 3 was to impact Miami-Dade County
with a storm surge, you are talking anywhere from $2 billion to
perhaps as high as $4 billion in payouts from one event. You go
county by county, you see that kind of exposure.

So although the impression is we have paid more into the pro-
gram than we see premiums paid out, it is based upon the risk.
And again, I caution that we just don’t make the assumption, be-
cause we haven’t had the payouts, risk isn’t there. I think it gets
back to the original issue, is the affordability in this from the exist-
ing homeowners?

Mr. Ross. With regard to the Biggert-Waters implementation, do
you think we should delay it for any period of time with regard to
the rate adjustments, or go forward?

Mr. FUGATE. I think I would be very measured in delaying this.
Particularly, what we have looked at is in Section 207. This would
be the section that if a map change occurred, you would lose your
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preferred risk, or your preferred rate, and it would have to be in-
creased.

But I would also caution that what we have found before when
we did this for everybody is we didn’t change the outcome. What
we basically did was the delays never went forward, and we ended
up subsidizing risk.

We would like to work with Congress to make this actuarially-
based, but also if we are going to give any preference to reductions
or affordability, that it be means-tested.

Mr. Ross. And with regard to the study that you have been
charged with having, do you think it would be wise to wait until
such time as we have had the results of the study performed by
FEMA, or should we—

Mr. FUGATE. I think for Section 207 it is the area that has not
been implemented yet, it is the one that there is a lot of work to
be done on affordability. I would say that section—most of the sec-
tions of 205 are implemented. I don’t think we could pull back on
secondary homes.

But there is another issue about when—your State has had
this—we have had escrow accounts that didn’t service the policies,
and they lapsed, and they immediately went to the new rate. I
think there are some technical issues there.

But the affordability—and what makes this complicated is it goes
back to the mapping question. You almost have to look at enough
structure by structures to see how many people are above or below,
and at what levels, to determine how many of the extreme cases
there are versus, “This is affordable.”

Mr. Ross. Thank you, Director. I apologize. I only have a couple
of minutes left. With regard to the private market, you testified
you are woefully undercapitalized for anything that is going to hap-
pen.

Is there a sufficient capacity in the private sector to meet the
needs of the flood insurance liability of this country?

Mr. FUGATE. My sense is—and I cannot speak for the insurance
companies—if we change the regulation that requires you to have
flood insurance to back a federally-insured mortgage, I don’t see a
lot of private-sector insurance making up the difference for the
highest risk, but I do think as we saw in Florida with wind pools—

Mr. Ross. Exactly—

Mr. FUGATE. The government is going to have some responsi-
bility in the—

Mr. Ross. And if we use some creative means—up in wind pool,
we did the percent deductibles, which worked. I think Mr. Luetke-
meyer talked about surplus lines insurance coming in there.

There are some creative opportunities, not only that, but there
is also an opportunity because this is a government-created prob-
lem, but to do glide path in terms of the transition, the increase
in the rates so that we get a market going while we are also allow-
ing for the government to be the backstop.

Now, let me quickly ask you, are you familiar with agreed value
flood insurance policy proposals, where you have—it is almost like
a scheduled injury if you were in liability, but in terms of flood in-
surance it would be a scheduled event using the BFE, the Base
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Flood Elevation, to sell policies that are supported by insurance-
linked securities such as cat bonds?

Mr. FUGATE. No, but I would be interested in hearing about it.

Mr. Ross. Good, because I would like to have the opportunity to
sit down and talk to you about that.

I think what we are trying to do is to provide not only some edu-
cation as to how to mitigate against these flood zones, but also to
encourage a private market to come into play so that they pool
some of their risk and take it away from you.

Lastly, I just want to talk about mitigation. Florida has had a
great mitigation program. What can we do to foster more mitiga-
tion in low, in flood zones?

Mr. FUGATE. It goes back to the maps. The better the data, the
better we know where to make our investment decisions, where
and how to build—I am not at all saying we shouldn’t build just
because there is flood risk—

Mr. Ross. I agree.

Mr. FUGATE. —but I do know we can build in a way so—

Mr. Ross. To withstand.

Mr. FUGATE. —that people don’t lose their homes when there is
a flood.

Mr. Ross. Exactly.

I appreciate that, and I yield back my time.

Thank you.

Chairman NEUGEBAUER. I thank the gentleman.

And now the gentleman from Massachusetts, Mr. Capuano, the
ranking member of the full Financial Services Committee, is recog-
nized for 5 minutes.

Mr. CAPUANO. Thank you, Mr. Chairman.

And thank you, Mr. Administrator for being here.

Mr. Administrator, every time that FEMA goes into a disaster
area, do you know what you are getting into every single time?

Mr. FUGATE. No, sir.

Mr. CAPUANO. So, no on a regular basis, probably every single
time, when you go in some place, you are well-intended, you know
what you want to get done, but when you get on the ground, you
have to be flexible.

Is that a fair statement?

Mr. FUGATE. Yes, sir.

Mr. CaApUANO. That is how I feel about this whole issue.

We passed a bill a couple of years ago, because I agree with the
policy and the philosophy about trying to get to an unsubsidized
basis. I think it is a good idea. But we also put the affordability
study in there, because we weren’t sure how all this would be im-
pacted. And to be perfectly honest, for me, the policy, the philos-
ophy, with you 100 percent.

But, I don’t live in an ivory tower.

I live in the real world, and when I start getting phone calls from
people saying, my insurance is going up 5,000 percent—and it is
not just one person—we have a responsibility to react. And my def-
inition of a good reaction is to say, pause, deep breath, what is
causing this, let’s take a little break, figure out what happened and
if we want to do something about it, which is why we are here
today.
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I think that is exactly what we are doing.

I think that we should have done the affordability study before
we implemented any of these prices. And anybody who told you
that they couldn’t do it, you should have talked to us.

Okay, it has happened. We are here today.

I want to be really clear, I strongly disagree with you about sec-
ond homes. I strongly disagree with the legislation that has been
put forward that exempts small businesses. A lot of people own sec-
ond homes. They are not all Bill Gates. Most of the second homes
owned in New England are trailers, small little houses—many of
the houses that are impacted used to be second homes.

Florida, the Gulf Coast, and North Carolina are full of second
homes mostly owned by middle-income people struggling to get
that, and to say that they should be thrown out, in my opinion, is
an inappropriate response, an inappropriate action.

It doesn’t mean that in the long term, we may decide to do some-
thing different with them, but today not only will you kill those
second home owners, you will hurt the economy that they are in,
because most of those homes are located in places where the entire
economy is revolving around those second homes, including the
small businesses that service them. All of whom are going to get
massive—or potentially, will get massive hits under this, all of
whom deserve the same pause button and then a re-attack on the
issue.

I don’t think you will find anybody here today who argues or will
argue with the policy of trying to get off subsidies. I totally agree.

How? To me, that is what this hearing should be all about. How
we got here, we get it, okay. It is done.

What do we do? I would argue that we need to pause, and I just
want to hear from you, do you agree or disagree—now again, not
as the Administrator, because you have a job to do, I get it, you
are just doing what the law says as you read it—but if you were
me, would you be asking to hit that pause button for a little while
so we can take a deep breath?

Not to stop new maps.

Not to stop increases.

Not to stop actuarial-based insurance.

But to see how it impacts real people.

Would you hit that pause button or would you just pile forward?

Mr. FUGATE. I think the affordability piece is the part I am most
concerned about, and I would like to have the time to work on that
for existing homeowners.

I also know that communities have been through this before.
They have faced these same issues. They rebuilt differently. Their
economies came back. Not everybody got to come back, but the
communities came back.

This is not new. We have been through this with Hurricane
Hugo, Hurricane Andrew, and Hurricane Katrina, and we are now
going through it with Sandy. I have been through it in my home
State of Florida, in numerous small communities that were wiped
out that, faced with the Flood Insurance Program, thought they
would never come back.

And this is going to be a true statement: For some people, they
will not be able to afford to come back because of these require-
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ments. It does not mean that communities have not come back and
thrived with the new requirements and are more resilient and
more likely to be able to survive the next event.

Mr. CAPUANO. None—I don’t disagree with a single word you just
said, with the sole exception being those are specific areas—this is
country-wide all in one fell swoop, which is again—I am not argu-
ing—I may come to the conclusion that what you are doing is abso-
lutely necessary, that it is an unfortunate necessity.

I am simply saying, we are there now—I won’t speak for anybody
else, but for me, to a great surprise that these numbers came out
the way they did. I am not arguing against the maps, that is fine.
None of that bothers me.

What bothers me is that we are acting as if a $5,000 or $10,000
cost to an average homeowner is nothing. And, it is a lot. It is a
lot to ask.

And again, if we all decide as a Congress, and you as the Admin-
istrator, decide, well it is necessary for the greater good, fine. I
don’t think anybody here, certainly not me, thought that we would
be seeing these kinds of increases.

So that being the case, my time is up, and I appreciate the chair-
man’s—

Chairman NEUGEBAUER. The gentleman from Virginia, Mr. Hurt,
is recognized for 5 minutes.

Mr. HURT. Thank you, Mr. Chairman.

And Mr. Fugate, I thank you for appearing before our committee.

I apologize for missing your opening remarks. But I wanted to
first of all talk a little bit about the mapping process, what if there
are those who would like to delay provisions of the Biggert-Waters
Act, what is the timeline for getting the mapping done to a suffi-
cient level that takes all that into account?

What is the timeline?

How long does that take?

And is there anything that we can do to assist in expediting
that?

Mr. FUGATE. Again, with mapping and updating maps it is the
requirement of the funding to update the maps, the prioritization
of that, and to the detail. And I explained this earlier, but I think
this is one of the challenges with maps. A map update does not de-
termine risk house by house, structure by structure. It determines
what the flood insurance rate is for an area. And it still requires
further work to get an elevation certificate to determine based
upon that risk where you are at.

So more funds to get more work done, but we are having to go
back and re-study and do other work based upon challenges. If we
are going to continue to do this, if we wait until all the maps are
updated to a level that everybody agrees on, that it will indefinitely
delay implementation.

Mr. HURT. Is there a reasonable timeframe that you can forecast
for that to be done?

Mr. FUGATE. When I was still a county person, they began mod-
ernization and updating maps. This is going to be a multi-decade
process as these are not static situations; there is change that is
involved. We have to continue as the science gets better.
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One of my hopes is we can actually speed up—with some of the
new technologies, as they are proven—this is one of the things that
Congress directed us to do is a technical map advisory committee
to look at not only our process, but also adapting new technology
to get more accurate readings at a lower cost.

Mr. HURT. Second question, if we were to delay the implementa-
tion of these rates—the increased rates that we are seeing, how
long would it then take to get this program into fiscal solvency?

That seems to me to be the big question at a time when this pro-
gram is $24 billion underwater, how long will it take?

Mr. FUGATE. Until Hurricane Sandy hit, we had managed to pay
down a little over $2 billion worth of the premium out pay from
Katrina, so a very long time. I just—I can’t even give it to you, be-
cause you have to factor in, do you get any new events, and what
your average events are.

But, we were not moving the needle very much on Katrina, and
trust me, if we did not get the favorable interest rate the Treasury
gives us, we wouldn’t even be able to keep up with interest pay-
ments.

Mr. HURT. I guess a follow-up question—sort of a big picture
question is, if we were to go in the direction of some sort of delay,
isn’t it a reasonable argument that we are actually just delaying
the inevitable? That we are not really fixing anything, we are just
pushing it down the road, pushing the pain down the road?

Mr. FuGcaTE. We would be back to where we were before Sandy,
and it is a balancing act towards—my biggest concern is, how do
I deal with the folks who are facing this now who are in their
homes in some way that makes sense that we are not putting peo-
ple out of their homes who can’t afford it, but more importantly,
how do we not continue increasing the risk going forward?

This program has always grown a risk greater than our ability
to afford it. So we have to say at some point that we cannot sub-
sidize going forward, and then we have to look at our built infra-
structure and ask, what is the best path forward to move to where
the market—preferably the private sector—can insure that risk,
and we narrow down the exposure to the taxpayer to only that risk
that cannot be borne by the market, and through no other means
can people stay in their homes.

And then, we are going to have to look at that—what makes
sense for the basis of that.

Mr. HURT. Last question, really quick—my time is almost ex-
pired—if we were to implement some sort of delay, how would the
NFIP and the Write-Your-Own companies—would that be a prob-
lem administratively for them to make a change that has already
been implemented?

Mr. FUGATE. I don’t—in Section 207, which would be the existing
homeowners if we change maps, I think that would have the mini-
mal impact, because that does not occur until next year, October
at the earliest based upon what we think we are going to be able
to implement by then. Where it would probably affect immediately
is people who have already gotten a change where they had bought
new property or they had a lapse and their rates went up, or they
are trying to sell their homes.
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And then again, on secondary homes, those notices already went
out, so we are in the final part of that billing cycle. So if we are
going back to secondary homes, that has already changed, that
would be a big undertaking.

Mr. HURT. Okay, thank you. My time has expired.

Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman.

Just a 5-second question.

Are you doing any satellite and aerial mapping now? Or are you
still doing it on the ground?

Mr. FUGATE. We are using a LIDAR, which is a laser. That is one
of the tools to get the digital elevation maps, as well as ground sur-
veys.

But there are some really interesting tools that are coming along
the line that are giving very high resolution, including the struc-
tures, at a much lower cost. And this is one of the things that we
want to look at.

It would increase—we could then map by structure at a much
lower cost. But there are emerging technologies that are changing
so fast that we want to get that into our system to make the maps
more accurate.

Chairman NEUGEBAUER. Thank you.

I now recognize the gentlewoman from New York, Ms. Velazquez,
for 5 minutes.

Ms. VELAZQUEZ. Thank you. Thank you, Mr. Chairman.

I represent the seventh congressional district and it is a sea
coastline in New York which has been badly impacted by Sandy.
And I have a question about how do we incentivize mitigation, be-
cause in the long run, it will affect affordability.

Many private WYO insurance plans do not allow homeowners
and businesses to use claims to improve flood resiliency through ac-
tivities like increased base elevations, flood-proofing basements or
raising electrical controls above flood levels.

This seems counterintuitive to what many might see in future
payouts. What is FEMA doing to ensure that NFIP and WYO
?llaigl% might be used to improve property resiliency for future

oods?

Mr. FUGATE. It won’t go through the Write-Your-Owns, because
their obligation is to pay actual damages out, so there wouldn’t be
any additional funds to mitigate.

But you have also authorized us in previous flood insurance au-
thorizations to use money from the program on repetitive loss to
either elevate or buy out property so that the owner can have the
option to sell out and not have to rebuild, or we can help elevate
it.

We also work very closely with the Small Business Administra-
tion. They have a program where they can make loans available to
rebuild, but also mitigate. And then we use our hazards—

Ms. VELAZQUEZ. Are you talking about the disaster loan?

Mr. FUGATE. Yes. Yes, ma’am.

Ms. VELAZQUEZ. Let me tell you—I did a report on the disaster
loan through the SBA; 74 percent of those disaster loans were de-
clined.

Mr. FUGATE. And—
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Ms. VELAZQUEZ. A lot of those businesses that were waiting for
that help are not there anymore.

Mr. FUGATE. So, again, they offer that. The additional hazard
mitigation dollar States get can be used. And I know that both in
New Jersey and New York, they are looking at those areas to do
elevations and buyouts to create more barriers.

There are programs. But the Write-Your-Own—they are serv-
icing actual losses, the idea being these are the damages that have
to be repaired to bring the home back up to code so it services the
requirement of the mortgage.

Ms. VELAZQUEZ. My next question is about the inability to use
private insurance claims to assist with future flood resiliency,
which has made it difficult for New York homeowners to comply
with CDBG’s disaster relief-based elevation requirements for Sandy
recovery.

How does FEMA plan to resolve this conflict?

Mr. FuGaTE. I would need to work back—these are with the
Community Development Block Grant dollars?

Ms. VELAZQUEZ. Yes.

Mr. FUGATE. We were working with Secretary Donovan. Part of
the present direction with the Rebuilding Task Force was to get to
these very types of issues.

We are hoping that we are working complementary with the
Community Development Block Grants and our mitigation dollars
to increase the amount of funds available. But I will be more than
happy to take this back and work with Secretary Donovan on it.

Ms. VELAZQUEZ. Thank you.

Thank you, Mr. Chairman. Mr. Chairman, I would like to ask for
unanimous consent to include in the record two testimonies that
\éver?:1 submitted by constituents of mine who were impacted by

andy.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Ms. VELAZQUEZ. Thank you.

Chairman NEUGEBAUER. The Chair recognizes the gentlewoman
from West Virginia, Mrs. Capito, for 5 minutes.

Mrs. CapiTo. Thank you, Mr. Chairman. And I want to thank
our witness—he has been very good.

I alluded in my opening remarks to a homeowner—first of all, I
wanted to ask a unanimous consent to submit for the record the
news article that discusses the case of Richard Holmes with the
flood insurance.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Mrs. CapiTO. Okay, thank you.

So, Richard Holmes bought his home when he was sort of in this
not knowing that he had any idea that he was going to have a
$12,000 flood insurance premium on a $160,000 house because the
regulations, I believe, hadn’t been formulated in time.

You were shaking your head when I described it earlier. How can
we assist somebody like this and—I don’t know what to tell him
to help him. I did tell him to keep paying his mortgage, however.

Mr. FUuGATE. Again, I don’t have the—if I had the answer, 1
would have already done it.

This is one of the things, and again, I have talked to the chair-
man about, is we want to make sure that we have affordability ad-
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dressing as means-tested—that not just anybody can get a sub-
sidized rate.

But there was no provision to do that. And so, what we found
is that when this regulation went into effect, if you bought your
home with that designation that has changed or had changed pre-
viously, there was no grandfathering in.

And so, it is a small group, but it is a group that is being hit
very hard. It is affecting—you are going to hear from REALTORS®
and everybody else about how this is affecting closings right now—

Mrs. CAPITO. Right.

Mr. FUGATE. Because the way it was implemented, once it went
into effect, when you change your status, you go to the full rate.

So, if you drop your policy or you are selling, the buyer goes to
the full rate. There is no phase-in. The other parts of the bill had
phase-ins.

Mrs. CAPITO. The other thing I was surprised to learn from him
was that there was no notification at his closing that this could be
a possibility. Does that gel with what you are hearing across the
country?

Mr. FuGATE. What I heard—and, again, I am reading news arti-
cles similar to what you saw where the first time somebody real-
ized this is—because generally, when you go to closing, you have
to go find out what the insurance is and you have to certify your
insurance in order to send the mortgage.

When they went to the insurance company to get that was when
they found out. Because they usually were doing this—“What were
you paying? That should be about my—I can afford that.”

Mrs. CApITO. Right. That is what happened to him.

Mr. FUGATE. Each designation—and this is, again, you are going
to hear from REALTORS® and others—when people go get that,
it is shutting down the deal, because what somebody was paying
in the past is not what you are likely to be paying in the future
if you are substantially below that base flood elevation. Now, if you
are above that, it is less of an issue. But it is those homes built
prior to data or below flood elevations—and, again, it about doubles
for every 4 feet you are below that.

Mrs. CaApiTO. Right. I think in his case, he knew he was pur-
chasing a home in the floodplain. That was designated—pre-des-
ignated. He just was unaware at closing, after he closed, that this
was going to be the price.

So, now he is looking at—really, his flood insurance premium is
going to be more than his mortgage. And I don’t know if maybe the
solution is to grandfather folks like that in, or try to hold the pre-
mium to the value of the house.

He is not sitting at the base of a river—we have plenty of those,
as well, in our State. And I don’t know the flood elevations. But
he knew he was purchasing in a floodplain area designated. That
wasn’t the issue.

The issue was he is already into this contract and now he doesn’t
know what to do because it is unaffordable for him.

Ms. WATERS. Will the gentlelady yield?

Mrs. CAPITO. Yes.

Ms. WATERS. You should be able to tell your constituent that
there is a bipartisan, bicameral piece of legislation that would force
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them to do the affordability study and the review and everything
that we were doing would take 4 years.

So, this is retroactive and that he should not have to pay that
increased amount. After the affordability study is done and the 4-
year period of time, we will have recommendations that will help
us to determine what makes good sense and what is fair.

Give them the hope and the understanding that we are work-
ing—

Mrs. CaprTO. Right, and I—

Ms. WATERS. To do this.

Mrs. CapITO. If I could reclaim my time, I am trying to hear his
issue and trying to help him, as well.

But then, if you look at the whole neighborhood, then you look
at property values. Who is going to buy a house at $150,000, no
matter if it is 4 years from now or next week, that has a $12,000
flood premium? That is unaffordable.

So does the—and then you look at the retiree who owns her own
home. She is all by herself. She is thinking if she has to go into
a nursing home someday, her only asset is her home, and the value
of her real estate is plummeting because of this issue. Then, we all
pay. So, there are all kinds of residual issues around this one issue.
I appreciate it, and I am out of my time. Thank you.

Chairman NEUGEBAUER. I thank the gentlewoman.

And now the gentleman from Missouri, Mr. Cleaver, is recog-
nized for 5 minutes.

Mr. CLEAVER. Thank you, Mr. Chairman, and Ranking Member
Capuano.

Most of my questions have already been raised concerning the af-
fordability study. But to preface the reason for the question I will
ask, I am from Kansas City, Missouri, and contrary to what you
might believe, we are surrounded by water.

The Missouri River is the longest river in North America. It is
the longest tributary to the Mississippi—2,400 miles. And in fact,
the word Missouri means, “those who paddle in wooden canoes.”

So, water is an issue. And now that I have established that I am
not from Kansas, let me just find out—in your statement, you said
that you would begin issuing guidance to insurance agents in
March.

Mr. FUGATE. Yes, sir.

Mr. CLEAVER. Did that happen?

Mr. FUGATE. Yes. We have been working with the Write-Your-
Owns. In fact, we have continued to work on increasing that and
more training as we have found more concerns and issues.

But this program—and this is part of the reason why it wasn’t
implemented immediately on the date of signing. We had to imple-
ment, train, communicate with Write-Your-Owns, develop the rules
and implement this. So, this is an ongoing process.

Mr. CLEAVER. Were prospective homeowners warned about the
changes in their flood policies?

Mr. FUGATE. Again, I get this question, and I guess if the ques-
tion was, has FEMA notified directly all policyholders, the answer
is we do that through the Write-Your-Owns. And it—

Mr. CLEAVER. Through what?
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Mr. FUGATE. Through the Write-Your-Own—the people who are
servicing the policy. And it depends upon their status.

The only change that we are seeing with this, again, is about 20
percent of the policies. That is a big number.

But for most policies, this has not really changed anything that
they have. It is only those people who were getting either a sub-
sidized risk, which is about 20 percent, or they have a map revi-
sion.

And so, those notifications were being based upon when people
were coming up for renewals if that status changed. So, if I went
to buy a policy for the first time, that is when I would find out.

Mr. CLEAVER. So, what—you couldn’t get us the number of—

Mr. FUGATE. No, sir.

Mr. CLEAVER. —houses? Okay.

I yield back the balance of my time. Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman.

And now, the gentleman from Ohio, Mr. Stivers, is recognized for
5 minutes.

Mr. STIvERS. Thank you, Mr. Chairman. I appreciate you holding
this hearing. And thank you, Mr. Fugate, for coming and explain-
ing the current status of where we are with the Flood Insurance
Program.

You have said a couple of times that 80 percent of the policy-
holders see no increase, and that of the 20 percent, those folks are
either impacted because there is a change in the flood map, or their
subsidy is reduced.

So of those 20 percent, how many of those folks are being shifted
immediately to full risk-adjusted rates, and are there any—what
kind of hardship concerns are you hearing from those folks?

Mr. FUGATE. As was pointed out, if you have a secondary home,
we eliminated that, and—

Mr. STIVERS. But I want to try to understand, of that 20 percent,
how big is that?

Mr. FUGATE. It is not a very big percent, but they started as of
January 1st of this year. Their rates will be going up 25 percent
of what they were paying.

It is an extended horizon, because they don’t do it like you would
think, 25 percent in 4 years. It is 25 percent of what they were
paying, and it goes up 25 percent until they get to that level.

If you buy a new policy, it is in effect now. So if I haven’t had
a policy before, and I am buying, I am going to pay the full rate.

If I had a lapse in my policy, I didn’t make the payment, it went
up. And if I sold my home, and buying it, it went up, or I had a
repetitive loss, which we have not seen that yet. But if I had repet-
itive losses, one of the concerns—we have had properties that get
flooded out every couple of years, they never had to pay more.

But for everybody else, it has not changed yet, and won’t change
until either maps are updated, or they lapse their policies.

Mr. STIVERS. So you are saying, essentially, that the only two
groups of people who have seen an adjustment to a full risk-ad-
justed rate are people who have allowed their policy to lapse for
nonpayment, or for some reason, it lapsed, or a brand-new home
that didn’t have any coverage before?

Mr. FUGATE. Yes, sir.
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Mr. STIVERS. Okay. So if Congress were to pass the Grimm-
Waters bill, or whatever name we are calling it, or some subse-
quent bill, and then FEMA were to give the consumers and the
Write-Your-Own folks some kind of direction regarding those
changes, it will have been almost a full year since this whole proc-
ess started. And so, almost every impacted policyholder would have
seen a bill already.

How do we fix the confusion related to the fact that they will
have already at least seen a bill, or had a bill due, or some of them
will have already started to pay bills? What kind of confusion
would those time lapses create, and is there a way to get around
that? And I am not saying that is a reason not to do it, but—

Mr. FUGATE. It would be, again, something we are going to have
to look at. It would really depend upon how Congress structured
any new changes, and what those requirements were.

Knowing that this is a much smaller population than the overall
number of folks who are currently receiving subsidized risk, I
would have to really go back to staff and go into numbers of people
that this would impact, what it would take, depending upon Con-
gress’ direction to address?

Mr. STIVERS. And you have read the proposed bill?

Mr. FUGATE. I have staff reading through it. I haven’t had a
chance to read it myself. We are still working through the—there
are several, but we are looking at the different bills to do staff
analysis.

Mr. STIVERS. So the way I read it—and maybe I am not right—
has your staff told you at what point, if this bill were to pass, we
would start to move to risk-adjusted rates? Would there be almost
a 4-year lag before we actually move to risk-adjusted rates?

Mr. FUGATE. My understanding so far, what staff analysis is, is
that there would be a delay to complete the affordability study, and
implement those back to Congress with rules to implement that,
and then the implementation timeframe of that.

And based upon our conversation, the National Academy of
Science has advised that it would take several years to work
through all of the affordability studies. And then past that, you
would be looking at how would you implement that, recommenda-
tions that either we have authority to implement, or we require ad-
ditional direction from Congress.

Mr. STIVERS. So you look at it the same way I do, that it could
actually take years to actually move toward risk-adjusted pricing
under this bill?

Mr. FUGATE. Based upon my understanding, yes, sir.

Mr. STIvERS. I think the bill is well-intended, and I want to try
to make sure that folks who are potentially seeing huge spikes all
at once, we need to try to look out for that, and try to phase things
in the best we can. But we do need—I believe we need to move our
Flood Insurance Program to actuarially sound rates.

That is one of the problems with government pricing risk, is gov-
ernment doesn’t do a very good job. So I guess now that my time
is up. I will yield back. But thank you for your time.

Chairman NEUGEBAUER. I thank the gentleman. Now, the gen-
tleman from Connecticut, Mr. Himes, is recognized for 5 minutes.
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Mr. HIMES. Thank you, Mr. Chairman. And thank you, Adminis-
trator Fugate, for being here.

And I would be remiss if I didn’t say thank you for visiting my
district in Southwestern Connecticut just over a year ago when
Sandy came through and did a lot of damage. It was great to see
you then, and your people. It has been great not to see you since
then in my district.

I wonder, absent the affordability study, I am curious if we can
put at least some sense of magnitude on the challenges that are
facing the stories that we have heard today.

If I am reading your testimony correctly, there are about 1.1 mil-
lion people who are still receiving subsidized rates, and you esti-
mate that about $1.5 billion annually is necessary to get to actuari-
ally-sustainable rate. Am I right? Am I reading your testimony cor-
rectly?

So if I do a little math in my head, it is about, on average, those
1.1 million people would have to pay an additional, on average,
$1,000—just shy of $1,400 a year. It is a pretty big number.

What do we know about the ability to pay? Does FEMA have any
mechanism for getting at the income or the assets of those 1.1 mil-
lion people? Do you have a sense of the average income and assets
for the persons in that population?

Mr. FUGATE. No, sir. And that is one of the goals of an afford-
ability study, was to determine that. As you point out, that is the
average.

The average, though, means that if I am a little bit above the
base elevation, that goes down. If I am below that, it increases sig-
nificantly.

And so that affordability piece was—again, my—and looking at
this, as I have gone, we need to do something to make sure that
we are actuarially sound, but also means-tested and affordability
at a point which—and this may sound awkward, but here is how
I look at it: We need to make sure we are not subsidizing risk
below which is for the benefit and the interest of the U.S. taxpayer.

And I think that is the question on which I really need to come
back to Congress. How do you determine what is affordable, at
what income, at what level?

That is not something FEMA does. That is why we support the
affordability study to bring in subject matter experts who talk
about that, and ask, “At what point is affordability, and how much
of that risk should be shared with the taxpayer, is in the common
good of the public?”

Mr. HIMES. I completely agree. I don’t think anybody up here dis-
agrees, that over time we want to move to an actuarially-sound
system.

Granted, we haven’t done the affordability study. But again, just
to help us think about the magnitude of the problem, I would as-
sume that when somebody applies for flood insurance, a Social Se-
curity number is involved. So I would assume it wouldn’t be that
hard for you to generate a profile for us of who is in this 1.1 mil-
lion.

Mr. FUGATE. It would be a bit different, because currently, the
majority of our insurance policies are actually serviced by insur-
ance agents. And, so we would again have to look at a system
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where we would now collect data from the Write-Your-Owns to get
financial information.

So again, that is why this is a very complex process, and that I
don’t sell you the policy directly, in most cases. I sell that—there
is another company that is selling it to you, and they are collecting
information.

For me to get financials, and then determine eligibility, would be
something that we would have to build in. That is why we are say-
ing not only do you have to do the study, you are also going to have
to look at how do you implement that.

Mr. HiMES. Okay, thank you. I yield back, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman. And now, the
gentleman from New York, Mr. Grimm, is recognized for 5 min-
utes.

Mr. GRiMM. Thank you very much, Mr. Chairman, for allowing
me to sit in today and to ask some questions. I would also like to
thank our witness, Administrator Fugate, for your service, first of
all, and on a personal note, for all the work you and your team has
done for Sandy. It did not go unnoticed, and it is appreciated.

I completely understand the need for actuarially-sound programs.
But I think where we are missing it is the balance between actu-
arially sound and functionally and practically sound. Would it be
a true statement to say that if premiums are too high, and people
can’t afford them, then it jeopardizes the whole program?

Mr. FucaTE. What it would do is jeopardize rebuilding those
homes, or building in those areas. I think of the program as a
whole, the amount of cases that are like that would not affect the
overall program. In fact, what you tend to see is, those are actually
the policies that have the greatest risk to the overall program.

I think a different concern would be if you cannot afford to re-
build, what impacts does that have on communities, because the in-
surance is not affordable. Which again, depending upon which side
of the debate you are on, there are going to be people behind me,
telling you the moral hazard of subsidizing risk is we are going to
rebuild right where we were, just the way it was, and we are going
to get wiped out by the next hurricane.

Mr. GRIMM. Reclaiming my time. I agree with you that after a
hurricane, to rebuild just the way it was doesn’t make sense. But
I don’t think that is actually what is happening here.

I have homeowners who in 2012, their policy was $971. They just
got their new premium, $38,000 and change. So less than $1,000,
and now it is almost $39,000.

Now, would you agree with the statement, “You can’t get blood
from a stone?”

Mr. FUGATE. Yes.

Mr. GRIMM. Okay. On a home that cost what this home cost, you
wouldn’t spend $48,000 a year. So they will walk away from their
property, and no one else will buy it.

And I think that does jeopardize the overall program, because
your opening statements in your first few questions, you mentioned
how the program is $24 billion in debt, and the projections, based
on the new premiums you are expecting, are supposedly going to
get us out of that debt.
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But I would pause it, that is absolutely not true at all, because
you are never getting these premiums. That is pie in the sky. This
person is not paying $38,000.

So your computer, and those working on this can say, “Hey, we
are expecting $38,000,” but they are never actually going to receive
it. So that is why I do say it does jeopardize the program.

Mr. FUGATE. If the game plan was to charge rates to pay back
the previous debt, you are absolutely right. That is not what the
actuarial tables are designed to do. They are designed to deal with
the future risk. So, they are calculated about what your future risk
is. And, again, on coastal areas, where you are below that base
flood elevation, we are seeing those numbers. And that is why,
again, I am very supportive of an affordability study to look at how
we take existing infrastructure, means-test it, and deal with that
issue you raised. But it is not about paying off the previous debt,
it is about facing the future, and ensuring that premiums coming
in are covering the exposed risk, not merely just paying off the pre-
vious debt.

Mr. GRIMM. And to expand on that, would you agree—we talk
about the common good for the taxpayer, and I agree with you—
we do have to balance the common good. But the profound impact
on the overall economy for a certain community—when you start
seeing foreclosures and abandoned homes, that could be more ex-
pensive than the Flood Insurance Program. Is that not a possi-
bility?

Mr. FuGaTE. That is, again, a point that we raised in the Sandy
Recovery Task Force, that without affordable insurance, we are
going to lose the ability for people to stay in their communities.
And I have also been supportive of this, of looking at how we make
a means-tested—again, I think it should be based upon the indi-
vidual, not just broad blanket community-wide.

Mr. GrRiMM. Right.

Mr. FUGATE. But it should be means-tested to affordability so
that we don’t face those situations for existing built infrastructure,
but not be applied to new growth.

Mr. GRIMM. One last question in the last few seconds here.

You mentioned before that the premiums wouldn’t go up until
after the maps were adopted. But in New York, we haven’t adopted
the maps yet, but premiums have been raised 40 times.

Mr. FUGATE. Again, we are—I will have staff give you—if you are
getting a new policy or you had a lapse in policy, those changes.
So, I would be very interested in seeing that, because under the ex-
isting rules, we have not implemented the increases for permanent
homeowners.

Mr. GrIMM. I will give you a heads-up—it is happening.

Mr. FUGATE. Are these homes that are not primary residences?
Because that did go into effect. So, if it is a non-primary residence,
then yes, that has happened.

Mr. GRIMM. Thank you. I yield back.

Chairman NEUGEBAUER. I thank the gentleman. And now, an-
other gentleman from New York, Mr. Meeks, is recognized for 5
minutes.

Mr. MEEKS. Thank you, Mr. Chairman.
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I was going to just bring up what Mr. Grimm did, because it is
happening. First, I want to thank you, also.

The damaged community I represent in the Rockaways was dev-
astated by Superstorm Sandy. But we are, as Mr. Grimm has indi-
cated, that some of the flood maps have not been finalized. And
people’s rates are going up. And one of the questions that I was
going to ask was about that. Because folks—these astronomical
rates that they are getting, where they say that they can’t afford
their insurance. Yet, they don’t know what to do. Some are going
to rebuild their homes.

But because the mapping is not done, what level should they—
or how high do they have to raise their foundations? What should
they be doing inside? They have no clue, so, they could try to miti-
gate the increasing cost of insurance. But they have no idea until
the mapping is done, and thereby wanting to have the affordability
study done so that they—because when a person that the home—
the average middle-class homeowner—the greatest investment that
they will make in their lifetime is this home. And now, the likeli-
hood of them maybe being able to afford it has substantially
changed. And that is even before we have completed this afford-
ability study and looked at what is done.

So, where the mapping is not finished, folks don’t know where
to elevate their homes. The dollars that are available through the
insurance company, even to raise is questionable at times. What is
a homeowner supposed to do?

That is the reason why we wanted this bill, to delay the imple-
mentation until we can have all the mapping done, as well as the
affordability study, so that we can move in a direction that will
keep individuals in their homes, and/or make a more intelligent de-
cision on how we proceed thereafter, because we want to—but so
what do you tell a homeowner, where the mapping is not done?
What should they do in that scenario? And yet, they are in danger
of their rates going astronomically high, and can’t afford it. And
they are willing to raise their home, do what is necessary.

Mr. FUGATE. I agree that fundamentally, one of the risk factors
we need to look at, and affordability factors, is homeownership. I
think it is a very important part of calculating, should we look at
subsidized rates? Now, let’s be clear—we would be looking at sub-
sidized rates, but I do think homeownership is a key part of that
affordability that is means-tested. We need to look at that.

As far as the others, I will repeat what I said in the Senate. The
way that we have been trying to implement this, we are not finding
that leeway. And if that is what Congress wants to do, I am going
to need your help to get there.

And, again, we are working with and are willing to provide tech-
nical assistance. But if that is where Congress wants to go, then
I don’t have the authority to do that without more direction. I can-
not delay parts of this program.

I think it needs to be balanced against what the overall exposure
is. But I do agree, homeownership is a factor we need to look at
very closely. This is something we have identified in the Sandy Re-
building Task Force that we recommended to the President—that
affordability of insurance was a key to successful recoveries. And
not withstanding all the other factors that we are dealing with, as
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we are implementing this, I think we need to keep in mind that
we have a balance between future risk and our built infrastructure.

Mr. MEEKS. Even talking about that, because is there coordina-
tion, for example, with FEMA and, say, the Army Corps of Engi-
neers? Because when you talk about mitigation—I know when you
are talking about the Rockaways, certain areas did not have dunes
or jetties or other things that will reduce the damage or mitigate
against floods. And that will then—should have a direct effect on
how much insurance would cost.

And so, I know that there has been a study around the
Rockaways, for example. That study is now being done by the
Army Corps of Engineers—they are going to put in some dunes,
some jetties, and sea wall. You have some private communities
that are looking to do certain things themselves and financing
themselves that should have a direct effect on their cost of insur-
ance. But if they move forward with the rates going up now, they
could never get reimbursed for it. So, that is the reason for the
need for the delay.

Mr. FUGATE. It is—

Mr. MEEKS. And coordination.

Mr. FUGATE. For those projects where we know we have Federal
funding, where we have local dollars to mitigate future, we are able
to use that to build that into the rates now. This was something
that Representative Waters brought up about what if the local com-
munity was putting your money in? That has always been a prob-
lem. If it wasn’t Federal dollars, we couldn’t delay the implementa-
tion, knowing that it was going to be mitigated.

This is part of the reason why the President is putting together
the Sandy Recovery Task Force—we knew that there would be tre-
mendous overlap of all of our Federal programs, and we wanted to
make sure that we are working together to build back better. But
where we have programs that our folks can look at that will map
the update—and we know that funding is there—we are able to
factor that in now, and not wait till that project is completed.

Chairman NEUGEBAUER. I thank the gentleman.

Mr. MEEKS. I should like to ask—

Chairman NEUGEBAUER. The gentleman—

Mr. MEEKS. I didn’t get to put in an opening statement, so I ask
unanimous consent.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Mr. MEEKS. Thank you.

Chairman NEUGEBAUER. Thank you.

And now, the gentleman from Massachusetts, Mr. Lynch, is rec-
ognized for 5 minutes.

Mr. LyncH. Thank you, Mr. Chairman.

Just a couple of business items here.

First, I would like to ask for unanimous consent to submit a let-
ter from Otto K. Harling, Ph.D, 212 Otis Street, Hingham, Massa-
chusetts, former engineering professor at MIT. Also, the National
Association of Home Builders. These letters are all in support of
the Grimm-Waters legislation.

Also, the National League of Cities, the National Association of
REALTORS®, the Independent Community Bankers of America,
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and the Independent Insurance Agents, all in favor of relief from
the Biggert-Waters legislation, in favor of a delay.

Chairman NEUGEBAUER. Without objection, except for that one
from MIT. Is that a credible—yes.

[laughter]

Mr. LyncH. Yes, well—we have to accept that one. He is a voter.

Chairman NEUGEBAUER. I hear you. Without objection, it is so
ordered.

Mr. LYNcH. All right. Thank you. I appreciate that.

And also from the letter, a pretty smart guy.

Sir, I just want to make sure we are on the same page here.
When we included the affordability study in the Biggert-Waters
legislation, I think it was pretty obvious that we wanted the afford-
ability to be part of the decision in terms of what rates might be.

It makes no sense. It makes no sense to implement the premium
increases first—in some cases, a 3,000 percent increase—and then
do the affordability after you have forced the family from their
home to figure out whether that was affordable or not. And I think
that one of the good things that the Grimm-Waters legislation does
is it makes sure that study is completed.

And I think you are absolutely right. I think it might take 4
years before we get the data back and Congress has a chance to
do a meaningful review.

When we had our FEMA forum in Scituate, Massachusetts, a
beautiful coastal community, the folks from FEMA indicated that
in terms of losses generated year-to-year, they pointed out that
about 1 percent of the policyholders or the homeowners were re-
sponsible for almost a third of the drawdown. So, there were these
severe repetitive loss locations that were really drawing heavily—
as I say, up to a third of the funds available.

Now, if we can get at that—looking at those locations that are
repeat and severe losses, you would think that would do a lot to
help the financial viability of the fund, no?

Mr. FUGATE. And you gave us some powerful tools.

Previously, many repetitive losses, where we have offered to buy
or elevate refused, because they had a cost adjustment. They had
a cost share. You changed the statute so that if they refuse, they
are going to go to the full rates, which would be an incentive there.

But, yes, I agree. But the problem is with that 1 percent, it isn’t
that they have had a previous loss. These are the highest risk. So,
there is a lot of potential. And, again, when you narrow it down,
it is these policies that are paying these $30,000, $40,000, $50,000.
When you do the actuarial rates, there are the smallest number of
policies, but they have the greatest risk. And they just—they lit-
erally put us in the greatest risk to having insolvency in this pro-
gram, because a few policies—when you are paying out full
amounts versus a lot of policies that have minimal damages—it is
hard to offset that, unless you are actually basing it upon that risk.
That is why it is so high.

For every foot you are below—

Mr. LyNcH. Okay, I want to reclaim my time here. You are going
on a little bit.

One of the problems that we also have is the high number of ap-
peals on the mapping process. And that much being said, there is
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the fact that when we are doing the appeals on behalf of home-
owners—and some towns are now filing appeals for the entire
town—we are still appealing to the people who made the original
decision. Is there any thought about—and you know how that is
going to go. If you are defending your own decision, generally, you
are going to rule in your own favor.

And T just think that there is—it may be more accurate to have
an independent party put in that process to review the decision, or
the mapping process used by the individual homeowners or town
versus the one contracted out by FEMA.

Mr. FUGATE. I agree. And you gave us additional tools. We are
in the process of—we did the registry notice and we hope to have
the first meeting in December of the Technical Map Advisory Com-
mittee—

Mr. LyncH. Okay.

Mr. FUGATE. Providing that outside advice in that avenue.

Mr. LYNCH. Okay. And lastly, if I could just say—one of the prob-
lems I am having in my district is that the FEMA maps that have
been put out there do not agree with the historical data.

In other words, we have had some severe storms. The blizzard
of 1978, notably, where folks didn’t even get water in their base-
ment during that entire storm—that was a big one. And yet now
they find out that they are in the middle of a special hazard flood
zone. So, I am just curious. Generally, the data would agree with
the historical experience. And in this case, it is not even close.

Mr. FUGATE. Absolutely not. It doesn’t—

Chairman NEUGEBAUER. I would like to follow up with a written
response to that question—

Mr. FUGATE. Yes.

Chairman NEUGEBAUER. The time of the gentleman has expired.

Mr. LyNcH. Okay. I thank the gentleman for his courtesy.

Mr. FUGATE. Yes.

Mr. LyNcH. I yield back.

Chairman NEUGEBAUER. The gentleman from Florida, Mr. Mur-
phy, is recognized for 5 minutes.

Mr. MurpPHY. Thank you, Mr. Chairman. And Mr. Chairman, I
ask unanimous consent to enter a letter into the record from the
National Association of Federal Credit Unions.

Chairman NEUGEBAUER. Without objection, it is so ordered.

Mr. MurpHY. Thank you.

And thank you, Mr. Administrator, for being here. Thank you for
your time and your service.

You have heard from many of us already about the astronomical
rate increases for our constituents. Of course, some 4,000 or 5,000
percent—several people in my district, as will be the case in many
others, will simply not be able to afford this and will therefore not
pay it.

Have you done a study on what that will do to the overall sol-
vency of the program if people simply do not pay? And I think we
could take a guess. If it is three, four times as much—upwards to
5,000 times as much—people just aren’t going to pay.

What would that do to the overall solvency?
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Mr. FUGATE. Probably not what you would expect. I would have
to go back to the actuaries. But I think if I took my highest risk
policies out, it would not be as negative of an impact.

The premiums paid in versus the exposure, unless they were
paying the full actuary rates, wouldn’t make much difference. The
continuing-to-get-subsidized rate does make me insolvent.

Mr. MurpHY. Okay. My next question—I have a letter I am send-
ing to you tomorrow from the Palm Beach County—I represent the
Palm Beach, Treasure Coast area.

Mr. FUGATE. I have been there for a lot of hurricanes.

Mr. MURrPHY. In the letter, we ask for a delay on the comment
period from FEMA. I am wondering what you are doing—reaching
out to other counties having these same sort of issues to make sure
that all the comments are taken into consideration, because we all
have different topographies; we all have different districts with dif-
ferent issues—what you are doing to make sure we get all of these
concerns on the table so they can be accounted for?

Mr. FUGATE. What comment period specifically are you ref-
erencing?

Mr. MURPHY. In the Palm Beach area, we sent a letter and we
got one delay already. We are asking for another delay. And I know
other counties—

Mr. FUGATE. This would be in your map-up date?

Mr. MURPHY. Yes, in the map-up.

Mr. FUGATE. Okay—

Mr. MURPHY. Topographies.

Mr. FuGATE. Okay, we work with the communities. Again, this
isn’t about delay—it is about getting the best information. And
mapping is not just FEMA; it is the local community working to-
gether, because they ultimately have to adopt their maps as their
ordinance.

So, they can continue to work with that. We have numerous proc-
esses to get to that map process, so we will continue to work with
Palm Beach County as they go through their map updates through
that process.

Mr. MuUrPHY. Last week, we had a big roundtable in my district
and had the administrators and REALTORS® and bankers, et
cetera. One of the things that came up was that in many commu-
nities—many of the new developments that have been built—there
are new codes, and they are building on higher elevations, with dif-
ferent building codes, different permitting, et cetera.

They were concerned that is not being taken into consideration
by FEMA. And I can just imagine that this is happening across the
country, and how much work that would be for you.

Are these being taken into consideration—all these new building
codes and—

Mr. FUGATE. Absolutely. In fact, if you have done those steps,
you are not going to see dramatic increases in flood insurance. It
would be if we changed maps. And since Palm Beach County, as
we are going through this map revision, my experience in Broward,
Miami-Dade, and others—we have people who go into the higher
risk. We have people who come out.
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So, until we see the maps, we don’t know what that is. But by
building to higher elevations, it is the whole goal here. It reduces
that risk and it allows the affordable premiums.

I think the challenge in Palm Beach County is going to be how
much has been built based upon the existing map data and is there
a change there, and what does that change do? And are there any
of those areas that they built to one level that now is below that?

That would be the concern. But until we see the maps, I couldn’t
really say what that looks like.

Mr. MUrPHY. Okay. And my last question is, you mentioned ear-
lier that you are completely supportive of the affordability study
and means testing, et cetera.

What exactly do you need from the Congress—do you need from
us? What do you need us to do to make sure we get this done as
quickly as possible?

Mr. FUGATE. Again, we have been providing technical drafting
assistance on some of this. Based upon our work with the National
Academy of Sciences, we would need additional funds and time for
them to complete a study, and then we would need time to imple-
ment that, based upon those findings.

Mr. MURPHY. Regarding the funds, in the original bill—it is my
understanding that there was $11 million for the affordability
study.

Mr. FUGATE. No, sir.

Mr. MURPHY. In the new bill.

Mr. FUGATE. The new bill was—

Mr. MURPHY. There is $11 million.

Mr. FUGATE. The previous bill was—it was far less than that.
And—

Mr. MURPHY. And in your testimony to the Senate, what did you
say would be required?

Mr. FUGATE. Again, it would depend upon the scope of the study.
Initially, some discussions with the National Academy of Sciences
indicated that it would be $1.5 million to $2 million. But really, we
have to define what that would be, and that would just be one part
of it.

You still have the implementation timeframe. So, not precluding
any additional language, that was based upon the previous legisla-
tion. So, I don’t know what would change.

We would have to go back to the National Academy of Sciences
and look at what future costs would be based upon the new re-
quirements.

Mr. MurpHY. Okay. I think the bottom line for all of us is that
we get this done right. And if there is X amount of money needed
for you to get it done as quickly as possible, that we know that as
soon as possible, so we can get it done and move on and get this
right for our constituents. So, thank you.

I yield back.

Chairman NEUGEBAUER. I thank the gentleman, and I believe
that is all of the questions for this witness.

Mr. Fugate, thank you very much. Your testimony has been very
informative and we certainly appreciate the relationship that we,
the committee, has had with you and your staff.
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I think you have shined some light on some issues and we look
forward to working with you and appreciate what you are doing.
And with that, you are dismissed.

And we will call up the next panel.

Mr. FUGATE. Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I would ask everyone to either take a
seat or take conversations out in the hall so we can hear from
these panelists.

I want to thank the panel for being here. Thank you for your pa-
tience, and as you know, each one of you will be recognized for 5
minutes to give a brief summary of your written testimony, and
without objection, your written testimony will be made a part of
the permanent record.

Our second panel consists of: Josh Saks is the legislative director
at the National Wildlife Federation; Michael Hecht is the president
and chief executive officer of Greater New Orleans, Inc.; Maurice
“Moe”Veissi is the immediate past president of the National Asso-
ciation of REALTORS®; Barry Rutenberg is the immediate past
chairman of the board of the National Association of Home Build-
ers; Chad Berginnis is the executive director of the Association of
State Floodplain Managers; and Douglas Holtz-Eakin is the presi-
dent of the American Action Forum.

I note that the two people on the panel who have the biggest
smiles on their faces are Mr. Veissi and Mr. Rutenberg, as both of
th(eizm are past president and past chairman. We welcome the panel
today.

Mr. Saks, you are recognized for 5 minutes.

STATEMENT OF JOSHUA SAKS, LEGISLATIVE DIRECTOR, THE
NATIONAL WILDLIFE FEDERATION (NWF)

Mr. SAkS. Thank you, Mr. Chairman, Ranking Member Capuano,
and members of the subcommittee.

I serve, as you said, as legislative director of the National Wild-
life Federation, the Nation’s largest member-based conservation ad-
vocacy organization with more than 4 million members and sup-
porters, and I appreciate the opportunity to speak with you today
about the NFIP and Biggert-Waters.

First and foremost, NWF has been and continues to be a strong
supporter of Biggert-Waters. It helps to reduce the habitat loss that
accompanies unwise, federally-subsidized development in coastal
and riverine areas and it helps protect people and communities
from floods and storms.

NWF has worked for decades to protect and restore the Nation’s
coasts, wetlands, and floodplains, areas that provide some of the
most vital wildlife habitat for a wide range of species while helping
to protect and buffer people and communities from floods and
storms.

Key reforms in Biggert-Waters took steps to address the short-
comings of the NFIP—reforms that will help lessen its environ-
mental impacts and protect ecosystems. Specifically, these reforms
are a move towards risk-based rates, increased science guiding
mapping, and improved mitigation.

We continue to support these reforms and we believe they should
be implemented on schedule. However, we recognize there could be
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some people—owners of primary residences—who now find them-
selves facing higher flood threats as a result of policies pursued by
Federal and State Governments and could potentially face
unaffordable rate increases.

Among those facing these threats are communities in coastal
Louisiana where NWF has worked to restore coastal wetlands for
over a decade. And we are concerned that the real progress being
made in Louisiana and elsewhere to integrate flood risk manage-
ment with large scale ecosystem restoration could be undermined
by reactions to the rate increases.

To address these concerns while ensuring continued and timely
implementation, we believe that Congress should consider targeted
fixes to help those most at risk without rolling back rate reforms.

Four principles underlie these policy proposals: one, delay of rate
reforms is not a solution; two, the flood risk to homeowners is real
and it is increasing and the NFIP should reflect that; three, maps
must be accurate and rates must send a meaningful market signal
that is fair to both policyholder and taxpayer; and four, policy-
holders deserve certainty.

Specifically, we suggest several steps to provide relief in certain
cases. First, we believe in the power of pre-disaster mitigation.

Unfortunately, Federal funding to mitigate flooding and disaster
risk has fallen far short of demand. Congress must significantly in-
crease the investment in these programs, and ensure that a per-
centage of funds allocated through these programs are directed to-
wards areas being hardest hit by rate increases.

We also encourage Congress and FEMA to allocate funds from
the NFIP reserve fund, created by Biggert-Waters, to provide need-
ed mitigation dollars. Hopefully, with careful mitigation, we can re-
duce NFIP premiums for those who are hardest hit by rate in-
creases.

While mitigation is ultimately the key to both risk reduction and
cost containment for NFIP policies, we recognize that other rem-
edies may be needed to limit the shocks associated with these rate
increases. We recommend that Congress lengthen the phase-in pe-
riod for rate increases to grandfathered properties facing updated
rate maps.

Biggert-Waters provided this class of property holders with the
shortest of all phase-in periods in the bill. Congress should extend
the phase-in period to limit the financial impact of rate increases,
and to give people and communities ample time to take mitigation
?ctéons so they will hopefully never see a rate that they cannot af-
ord.

In addition, Congress should consider limits on premium rates
imposed on primary residences, to ensure that the final premium
cost does not exceed what is affordable to homeowners. NWF also
endorses means-tested subsidies to offset the cost of a risk-based
rate for primary residences, and homeowners who cannot afford the
cost of the policy.

The Congress should immediately establish that fund and make
sure they do it outside of the rate structure of the program, and
that it is based on need. We also urge Congress to address regional
concerns that are impacting rates in some areas of the country
which are heavily dependent on levee systems for flood control.
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Particularly in parts of Southern Louisiana, some property own-
ers are likely to experience dramatic rate increases, because up-
dated flood maps are not crediting the flood protection provided by
non-Federal or nonaccredited levees. Congress should immediately
remedy this by ensuring that appropriate credit is given to those
levees.

In closing, the National Wildlife Federation is committed to
working with members of this committee and our partners across
the country to ensure that Biggert-Waters reforms are fully imple-
mented, while limiting financial hardship as much as possible. We
must move forward with implementation of this historic flood re-
form, while rapidly addressing some of the unintended con-
sequences of Biggert-Waters in a targeted and responsible way.

In an era of increasingly frequent and severe storms and flooding
events, enacting reforms to the Flood Insurance Program in a re-
sponsible and fair manner is now more urgent than ever. Thank
you.

[The prepared statement of Mr. Saks can be found on page 164
of the appendix.]

Chairman NEUGEBAUER. Thank you. Mr. Hecht, you are now rec-
ognized for 5 minutes.

STATEMENT OF MICHAEL HECHT, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, GREATER NEW ORLEANS, INC.

Mr. HECHT. Good afternoon, Chairman Neugebauer, Ranking
Member Capuano, and members of the subcommittee. It is an
honor to speak with you here today on the effects of rising flood
insurance costs across the country.

My name is Michael Hecht. I am the president and CEO of
Greater New Orleans, Inc. (GNO, Inc.), the 10-parish or county eco-
nomic development organization for Southeast Louisiana.

Since May 2013, GNO, Inc., has been leading the Coalition for
Sustainable Flood Insurance, a national alliance that is formed to
ensure that flood insurance will be both affordable and financially
sustainable.

The Coalition for Sustainable Flood Insurance now represents
nearly 200 businesses, trade organizations, and local governments
in 27 States across America, from the Carolinas to Oregon, from
North Dakota down to Florida.

We understand and appreciate the tremendous efforts of the sub-
committee, and the full Financial Services Committee that you
have put into the long-overdue reauthorization of the National
Flood Insurance Program. We know it was a well-intentioned bal-
ancing of the interest of various regions of the country, and the
budgetary constraints that our government faces in revising this
essential program.

Our testimony today, therefore, is not to criticize, but actually to
highlight some inequities that even the co-author of the Act, Rank-
ing Member Waters, has acknowledged. And we do deeply appre-
ciate her leadership on the issue, as well as that of others, includ-
ing Representatives Cassidy, Richmond, Scalise, Grimm, and many
others on this issue.

GNO, Inc., and the Coalition for Sustainable Flood Insurance
support a fiscally-sound, actuarially-responsible NFIP that does
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communicate true risk to our citizens. None of us want to
incentivize, want to create 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 exactly where the
government has told them. These people should not lose their
homes and their businesses.

We are dealing with a problem of profound, unintended con-
sequences here. It is a three-way confluence of the Biggert-Waters
Act, incomplete FEMA maps that artificially inflate risk, and ques-
tionable actuarial calculations.

This is leading to the premium increases that you have heard
about today of 3,000 percent or more, including massive rate in-
creases for policyholders who, again, have built exactly as FEMA
has told them, and in many cases, have never flooded.

These clearly unaffordable premium increases are not limited to
properties with severe repetitive loss, or beachfront properties.
They are primary residences of all income levels that have never
flooded. These are the ones that are being impacted.

There are several examples in your packet that highlight these
extreme increases. For example, there is a primary real estate
transaction that just recently fell through in Southern Louisiana,
because the flood insurance skyrocketed from just over $1,370 a
year to $8,340 a year.

And another example, a sergeant in the U.S. Army, who is sta-
tioned at MacDill Air Force Base in Tampa, Florida, purchased a
home in Oldsmar, Florida, worth $158,000. He was quoted a pre-
mium for $4,307. ThlS was a 431 percent increase from what the
previous owner paid. This house has never flooded.

NFIP rates suddenly jumping as much as 3,000 percent in the
middle of the mortgage, when the owner had really no reason to
anticipate this unaffordable increase when the original contract
was signed, contradicts typical insurance practice and reasonable
expectation. And businesses and individuals don’t have a choice.

We know that about 55 percent of the country lives within 50
miles of the coast. And oftentimes, its insurance is government-
mandated.

Furthermore, the flood insurance maps that are being rolled out
across the country are artificially inflating risk by excluding local
flood protection features like levees and railroad embankments
from the maps. Not only does this falsely inflate risk for policy-
holders who are protected by local levees, but it produces a dis-
incentive for local governments to invest in these structures.

And T have to be clear, this is not just for the 20 percent who
are currently subsidized because they were built before 1973. This
is for the 80 percent who are going to lose their grandfathering.

And this number is not 1 million. This number could be another
4.5 million, on top of the 1 million. So it is a much bigger problem
than just the 20 percent who are going to be losing their subsidized
rates.

And finally, the calculations we are seeing don’t really make ac-
tuarial sense. For example, a homeowner in St. Petersburg, Flor-
ida, is trying to sell her primary home. That home is valued at
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$250,000. But she cannot, because the flood insurance premium is
going to escalate from $1,074 a year to $10,872 a year. The home
has never flooded.

And the question is, if the FEMA-based flood elevation is indexed
to a 100-year storm, then why is this family being charged a pre-
mium that would buy a replacement every 23 years? It just doesn’t
seem to make actuarial sense.

Now, the good news is that there is a bipartisan solution that
has been supported now by over 130 co-authors, emerging in the
House and Senate, to address these unintended consequences. H.R.
3370, the Homeowner Flood Insurance Affordability Act of 2014,
will delay premium increase for 4 years, until FEMA has had the
opportunity to complete the affordability study mandated by
Biggert-Waters and Congress, and Congress then has an oppor-
tunity to consider the recommendations set forth in the study.

This is common-sense legislation. We should understand the po-
tential impact of Biggert-Waters before we go and we implement it.
I urge you to bring this up for consideration as soon as possible.

I encourage this committee to act immediately to protect the
American economy, and the investments of taxpaying American
citizens, by bringing up for consideration H.R. 3370. If we do not,
the National Flood Insurance Program will grievously harm the
very Americans that it was designed originally to protect.

In conclusion, to implement Biggert-Waters as it currently stands
would be economically unwise, and would be morally unjust. We
must do better. Thank you so much.

[The prepared statement of Mr. Hecht can be found on page 88
of the appendix.]

Chairman NEUGEBAUER. Thank you. Mr. Veissi, you are recog-
nized for 5 minutes.

STATEMENT OF MAURICE “MOE” VEISSI, IMMEDIATE PAST
PRESIDENT, THE NATIONAL ASSOCIATION OF REALTORS®
(NAR)

Mr. VEissi. Chairman Neugebauer, Ranking Member Capuano,
and members of the subcommittee, thank you for holding this hear-
ing on the implementation of the Biggert-Waters Flood Insurance
Act.

My name is Moe Veissi. I am the REALTOR®-owner of Veissi
and Associates in Miami, Florida, and have been a REALTOR® for
more than 44 years. As past president of the National Association
of REALTORS®, I am proud to represent the views of more than
a million-plus members of our Association.

I want to begin, first and foremost, by thanking you for author-
izing the National Flood Insurance Program under Biggert-Waters.
It put an end to an uncertainty that was shutting down about
40,000 home sales per month.

I would also like to acknowledge Congresswoman Waters for her
leadership over many years, working to maintain access to afford-
able insurance through that gridlock. We asked her to carry a
heavy burden, and she delivered, not just for the Nation’s 75 mil-
lion homeowners, but for all Americans who aspire to the American
dream of homeownership.
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There is no doubt that the Biggert-Waters reauthorization
brought stability to the NFIP. But it was too tall an order for
FEMA to implement in such a short amount of time. And there
have been unintended circumstances as a result.

Perhaps the best way to understand the issue is to hear stories
of those who have been impacted. First-time homebuyers, Tim and
Catherine Clearwater, from a small town in Hawaii, spent 2 years
searching for their home, for that entire time, and finally, identi-
fied one of just under 900 square feet, a modest home in a small
town close to where he worked as a Merchant Marine.

Like many other families across the country, the Clearwaters
went ahead and bought before they could be warned about the in-
surance situation. When they bought, they were paying just $2,700
a year. They are facing a nearly 1,000 percent increase to about
$28,000, unless Congress acts now.

If unable to get a loan to further elevate the property, they are
facing certain foreclosure. While rate shock is one of the worst
problems consumers are facing, there is widespread insurance con-
fusion. Cost is not the only issue. Establishing a baseline is.

In one case, a buyer received 6 different quotes ranging from
$10,000 to $30,000 per year. Three of the quotes came from three
different agents out of the same company.

All six agents provided inaccurate information about the prop-
erty, and the mistakes that they made were driving the quotes.
When the correct data was entered into the system, the true rate
turned out to be just $480 a year, which by the way, we confirmed
with FEMA.

Sadly, those unforeseen and unintended circumstances are hap-
pening across the country. We also understand this is not a par-
tisan issue. We are confident that both sides will be able to come
}:_ogether to sort through the issues and to agree on a longer-term
ix.

But before we do, we need Congress to call a time-out and to
delay further implementation until FEMA can investigate and re-
port back to Congress. We need an affordability baseline before we
proceed.

Thankfully, Congressman Grimm and Congresswoman Waters
and 132 of their colleagues have introduced bipartisan legislation
to do just that. It is called the Homeowner Flood Insurance Afford-
ability Act. We urge the committee to take up this legislation im-
mediately. I can assure you time is of the essence.

Rates went up October 1st, and every day you wait, the problem
only compounds. The economy is still recovering as the housing
market is today. We need this. The National Association of REAL-
TORS® and our 1 million members stand ready to work with the
committee and with FEMA to find a way to move forward.

We owe it to the Americans who know that their hearts are in
homeownership are still intact and the beacon for homeownership
and prosperity in the 21st Century lies in that ability to be able
to buy and sell a home in America.

Thank you for the opportunity to testify. I am happy to answer
any of your questions.

[The prepared statement of Mr. Veissi can be found on page 170
of the appendix.]
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Chairman NEUGEBAUER. I thank the gentleman.
Now, Mr. Rutenberg, you are recognized for 5 minutes.

STATEMENT OF BARRY RUTENBERG, IMMEDIATE PAST
CHAIRMAN OF THE BOARD, THE NATIONAL ASSOCIATION OF
HOME BUILDERS (NAHB)

Mr. RUTENBERG. Thank you, Chairman Neugebauer, Ranking
Member Capuano, and members of the subcommittee. My name is
Barry Rutenberg and I am a home builder from Gainesville, Flor-
ida, and NAHB’s immediate past chairman.

NAHB believes in a strong and viable NFIP and supported the
Biggert-Waters Act. However, we are concerned about dramatic
flood insurance premium increases and the negative impact these
increases are having on the construction, remodeling, and sale of
homes.

The National Association of Home Builders strongly supports the
requirement for FEMA to redraw flood maps using scientifically-
based data to show the true risk of flooding and a clearer picture
of where actuarial rates should be set. FEMA has neglected to fac-
tor in privately funded flood control structures, resulting in many
properties being mapped in a higher rate zone, causing home-
owners to be forced to purchase unneeded flood insurance or pay
higher than necessary premiums.

Other examples of inaccurate mapping have resulted in homes
unnecessarily being drawn in the flood maps or placed in the high-
er rate zones for the first time. It typically takes years for those
mistakes to be fixed, often requiring lengthy and costly appeal
processes, as well as forcing the payment of escalated premiums
until the problem is resolved. For some, it may force them from
:cihe{r homes, causing property values to drop and neighborhoods to

ecline.

The Biggert-Waters Act requires the immediate payment of full
risk rates upon sale or transfer of property. Adding to today’s tight
credit conditions, this change is already deterring prospective buy-
ers who fear the higher rates will make their mortgages
unaffordable. Homeowners may also be unable to sell their current
homes and be prevented from becoming move-up buyers of newly
constructed homes. In fact, we have heard of many cases where
pending sales have been canceled at the last minute.

Of concern to NAHB is the lowering of the substantial improve-
ment cumulative threshold from 50 percent to 30 percent. Any ren-
ovation that meets the new lower threshold will trigger a phase-
in to higher rates and must immediately be brought into compli-
ance with the current requirements such as elevating a building
above the base flood elevation.

We estimate that the new substantial improvement threshold
will place up to $8.5 billion in annual remodeling economic activity
at risk. We believe this will adversely impact homeowners by forc-
ing them to either forego even the simplest of remodeling jobs or
face extensive and expensive renovations which sharply increase
flood insurance rates.

NAHB appreciates that many in Congress share our concerns
and have introduced a wide range of legislative proposals. NAHB
recognizes that they are not the only possible solutions. However,
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they largely represent steps that balance affordability or the viabil-
ity of the program. We recommend that Congress delay all rate in-
creases until the affordability study is complete. NAHB rec-
ommends that Congress provide FEMA with the necessary funds to
complete the study as quickly as possible.

Only then will FEMA and Congress have a true understanding
of the economic impact the higher rates will have on homeowners.
While delay might not be the most ideal solution for the long-term
fiscal stability of the NFIP, the current situation is undercutting
Ehe effectiveness of the program and causing unnecessary economic

istress.

Further, NAHB recommends that Congress require that FEMA
take into account all flood control structures when mapping, allow
for sufficient time for public review, and independent vetting of the
new maps, and prohibit rate increases based on incomplete or inac-
curate maps.

We would also recommend that Congress reinstate the higher
substantial improvement threshold, allow FEMA to continue flexi-
bility for the basement exception, and regional issues, and urge
FEMA to match its definition of primary residence to that of other
Federal tax regulations.

NAHB is committed to working with this subcommittee and with
Congress to find pragmatic solutions that will prevent undue hard-
ship in the recovering housing market, prevent home values from
decreasing, and make the NFIP stronger and more effective for
years to come.

We appreciate your leadership and thank you for your time today
and for the opportunity to testify before you.

[The prepared statement of Mr. Rutenberg can be found on page
104 of the appendix.]

Chairman NEUGEBAUER. I thank the gentleman.

Mr. Berginnis, you are recognized now for 5 minutes.

STATEMENT OF CHAD BERGINNIS, EXECUTIVE DIRECTOR,
THE ASSOCIATION OF STATE FLOODPLAIN MANAGERS
(ASFPM)

Mr. BERGINNIS. Thank you, Chairman Neugebauer, Ranking
Member Capuano, and members of the subcommittee for lasting
this long. I am Chad Berginnis, executive director of the Associa-
tion of State Floodplain Managers. Our 15,000 members and our 35
chapters are on the frontlines trying to implement Biggert-Waters
as we help educate homeowners as well as those affected on how
to deal with these rate increases.

I want to start by talking about some successes about Biggert-
Waters because I think these are important to also talk about.
Superstorm Sandy has shown that the basic principles of Biggert-
Waters reforms work; that once people are aware of and accurately
price risk, they will take mitigation actions such as elevating, flood-
proofing, or relocating out of harm’s way.

There is more interest in mitigation activities up and down the
affected areas, and when talking to long-time floodplain managers,
they have said that we have seen more mitigation activities actu-
ally occurring after this large event than we have in previous
events in modern history.
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Communities are considering higher building standards such as
enhanced free-board factors—some communities requiring up to 3
feet above flood elevation. And that results in lower flood insurance
rates and better resiliency.

Elsewhere in the country, property owners are seeking mitiga-
tion options to deal with increased rates. There is more interest in
the community rating system. And the scientific resolution panel to
solve difficult mapping problems has successfully remedied such
issues. Lenders are being more careful to review their portfolios to
ensure those who are required to have flood insurance do indeed
have it.

Ultimately, though, the cumulative impact of the reforms was too
much and too fast for many property owners of at-risk, pre-flood in-
surance rate map (pre-FIRM) buildings. The Nation has operated
under a program that for 45 years worked under the following
premise: policy discounts for older, at-risk structures, and for those
whose flood risk has gotten worse.

ASFPM supports many of the reform principles in Biggert-
Waters, but we do want to highlight some of the most impactful
suggestions among our 20 specific recommendations found in our
written testimony.

The first suggestion is to extend the phase-in of full-risk rates for
pre-FIRM structures, reducing the per-year increase to a range of
5 to 10 percent annually, and eliminate the current structure
which phases in these rates either over 20 percent, 25 percent, or
immediately. What we have been finding is the most onerous trig-
gers are the immediate triggers to full-risk rates, and those are af-
fecting primary households, the very group that Congress was
seeking to protect under the Biggert-Waters reforms.

The longer phase-in period allows progress to be made on the
NFIP affordability study, as well as giving time for property own-
ers to seek mitigation options and assistance to reduce their flood
risk. It also provides certainty.

But we can’t forget that regardless of how we deal with that
issue, there is a broader affordability problem brewing. The aver-
age flood insurance rate for A zones and B zones, those that are
required to get flood insurance, increased by 17 percent this year.
The committee should take immediate action on new and innova-
tive affordability concepts versus waiting for the completion of the
affordability study. Pilots could include group- or community-based
flood insurance, means-tested vouchers, and those vouchers linked
to low-interest loans, and just stand-alone low-interest loan pro-
grams to mitigate those homes.

Third, existing mitigation programs need to be enhanced and
need to be made more efficient to help with the affordability issues.
Within a flood insurance policy, there is a provision called “in-
creased cost of compliance (ICC).” The 2004 reform of the NFIP
broadened that to require the triggering of ICC whenever a FEMA
offer of mitigation was made. That has not been fully implemented,
and that provision could be more accommodating and flexible.

The flood mitigation assistance grant program had $300 million
in applications this fall alone, but the authorization is only $90
million. The pre-disaster mitigation program is one that FEMA has
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proposed to eliminate twice in the past 2 years and that could pro-
vide direct mitigation assistance to affected homeowners.

Fourth, flood mapping in the Nation must be completed and it
must be maintained. ASFPM fully supported the creation of the na-
tional flood mapping program, but we have been sorely dis-
appointed to see the Administration’s budget request of less than
one-quarter of the authorized funding in 2014. As was said many
times earlier, mapping is a fundamental part of the actuarial
soundness of the program. And to not complete the mapping fur-
ther threatens the long-term program fiscal solvency.

We must also do something about the program’s debt. Congress
has reacted quickly by increasing the borrowing authority of the
NFIP after Hurricanes Katrina and Sandy, but is slow to recognize
that catastrophic losses cannot be repaid by reliance on the insur-
ance mechanism alone, especially prior to Biggert-Waters.

Given the very high risks associated with flooding and the high
occupancy of flood areas, and the multiple purposes of the NFIP,
as there are very valid public benefits of having the program,
ASFPM desires to ensure that the program is on solid financial
footing, reduces flood losses, and protects the natural functions of
floodplains well into the future.

Thank you.

[The prepared statement of Mr. Berginnis can be found on page
62 of the appendix.]

Chairman NEUGEBAUER. I thank the gentleman.

And finally, Dr. Holtz-Eakin is recognized for 5 minutes.

STATEMENT OF DOUGLAS HOLTZ-EAKIN, PRESIDENT, THE
AMERICAN ACTION FORUM

Mr. HoLTZ-EAKIN. Thank you, Chairman Neugebauer, Ranking
Member Capuano, and members of the subcommittee for the
chance to be here today. It is late. I will be brief.

The history of the NFIP is a history of underpriced premiums,
program financial shortfalls, and poor incentives. And this is a
story that is quite familiar from other Federal attempts to manage
risk, as the chairman mentioned at the outset.

When I was the Director at CBO, we undertook a systematic
study of a wide variety of risk management efforts by the Federal
Government: Federal deposit insurance; the Federal Housing Ad-
ministration; Fannie Mae, Freddie Mac and the GSEs; Federal stu-
dent loans; Federal health programs. And those studies revealed
the tale exactly as we have seen it in the NFIP: underpriced pre-
miums, and the taxpayer left holding the financial shortfalls that
those programs have produced.

From that perspective, the reforms in Biggert-Waters, which in-
volve fundamentally better measuring the risks that are presented
and then more accurately pricing those risks are entirely desirable
and should be embraced by the committee and indeed by the Con-
gress as a whole.

What we have seen, I think, is instead a fear that the transition
costs for a small number of affected policies might drive policy in-
stead of the entirely desirable reforms for the program as a whole.
And I would urge the committee and the Congress to look at tar-
geted transition relief for those who merit it on the grounds of in-
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come or special circumstances and not to put off the reforms the
program needs or otherwise undercut a desirable move toward ac-
curately measuring risk, pricing that risk, and providing the incen-
tives to avoid putting value at risk going forward.

I thank you for the chance to be here today, and look forward to
answering your questions.

[The prepared statement of Dr. Holtz-Eakin can be found on
page 94 of the appendix.]

Chairman NEUGEBAUER. Thank you.

I now recognize myself for 5 minutes to ask questions.

One of the things that we have heard a number of people talk
about today—they used the word “affordability,” and they referred
to the affordability study. So when we talk about affordability, that
means that there may be people who—I guess we are assuming—
can’t afford the premium on the flood insurance on the residence.

Just for example, if Congress decided to do something about the
affordability issue for those people and give them a subsidy or a
voucher or something like that, who is going to pay for that?

1\/[)1". Saks, if somebody can’t pay their share, then who should
pay?

Mr. SAKS. Thank you, Mr. Chairman.

I think the question here is how much do we want the taxpayer
to pick up that subsidy? And, certainly, there is a role for the tax-
payer, but the Congress has to decide what a comfortable place is.

I think what we would like to see is communities, individuals
taking as much mitigation responsibility as they can ahead of time
so we don’t have to get to those rates, and so ultimately nobody has
to pay that higher cost.

Chairman NEUGEBAUER. So you would have the taxpayer pay for
it?

Mr. SAks. Frankly, as a conservation group, sir, it is not really
our place to say who should pay for it, but—

Chairman NEUGEBAUER. But your answer was the taxpayer.

So Mr. Hecht, who should pay?

Mr. HEcHT. Thank you, Mr. Chairman.

Yes, I think that I would agree that to some significant degree,
living and working near the coast is a bit of a public good. We get
our oil and gas; our seafood, our ports are there. And so there has
to be, I think, a responsible look at to what degree that would be
paid for as a public good. But, again, I am an economic developer,
so I am considering it from that perspective.

Chairman NEUGEBAUER. So if it is the taxpayers, is it the tax-
payers all across the country or is it the taxpayers in Louisiana for
Louisiana residents?

Mr. HEcHT. Thank you.

I think, given that the National Flood Insurance Program is held
in all 50 States, and the issue spans the whole country and the en-
tire country benefits from things like our port activity, that is a
general issue for the country.

Chairman NEUGEBAUER. Thank you.

Mr. Veissi, who should pay?

Mr. VEIssl. I think one of the reasons we are here is to anticipate
the opportunity to be able to extend this out for a 4-year period so
we can figure out who pays, how they pay, and what distribution
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works across-the-board. This isn’t a taxpayer issue; it hasn’t been
initially, anyway. It has been an issue that was a loan from the
Treasury. It is going to be paid back. We don’t know exactly how
long it will take to get paid back, but we know it is a loan that
has to be paid back to the Treasury.

So our position, quite frankly is that better minds together over
the next few years can best figure out exactly how this is distrib-
uted accurately and fairly across-the-board. That is why we are
asking for a timeout and to have a baseline.

Chairman NEUGEBAUER. Well, there are only two groups of peo-
ple who can pay for it: the other policyholders—so you would
spread the love over other policyholders; or the taxpayers. So which
one do you choose, the policyholders or the taxpayers?

Mr. VEIssI. Congress has already chosen that for me. They have
said the Treasury is responsible. We have borrowed that money
from the Treasury.

Chairman NEUGEBAUER. Yes, but the Treasury—

Mr. VEISSI. I'm sorry?

Chairman NEUGEBAUER. —is the taxpayers. We use that word
like it is a magic word. Where does “the Treasury” get their
money? They get it from me and you.

Mr. VEIssI. There is—

Chairman NEUGEBAUER. Mr. Rutenberg, do we get it from the
taxpayers or from the policyholders?

Mr. VEIssi. We will ultimately, hopefully, answer that question
by having that timeout to be able to take a hard look at where that
happens. We know it is a loan; we know it has to be paid back.
We are not sure whether it is going to be paid back in 5 years. We
are not sure it is going to be paid back in a longer period of time.

Chairman NEUGEBAUER. Okay, Mr. Rutenberg?

Mr. RUTENBERG. Mr. Chairman, I think there are more than two
choices, not to be disrespectful. But I know that in the develop-
ments that I have done, we have spent lots and lots of money to
mitigate stormwater. And currently, those are not being addressed
in the calculations.

So my question is, I am looking forward to the study and the dis-
cussions, because I think, perhaps, we are assuming a certain price
for the insurance and it may not be the right price.

Ultimately, it may need to be the taxpayer or the ratepayer. It
may be the market. And if we have the right data, and we get the
right prices, then people will start to move around to where it
makes sense for them. That will go on over time. I think we need
to have some transition to that.

And I am speaking personally. I am not speaking for the associa-
tion policy. As far as I know, we have no policy on the matter.

Chairman NEUGEBAUER. Mr. Berginnis?

Mr. BERGINNIS. I also think there are two answers, and it is the
taxpayer or the taxpayer—and it depends how we want to pay.

The taxpayer, if we don’t have a targeted-type program like a
voucher program and folks walk away from their homes or they
drop their flood insurance and they get disaster assistance, the tax-
payer pays. So, isn’t it better to have at least partial payment
through an insurance mechanism where the insurance fund then
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covers those losses and those individuals do not have to take out
disaster assistance—

Chairman NEUGEBAUER. So basically, it is a transfer. And so the
question is, do you transfer it to other policyholders, other people
who have flood insurance policies, or do you transfer that risk to
the taxpayers? That is the question.

Mr. BERGINNIS. And I do think, with other policyholders, part of
the problem is—as I mentioned in my testimony—the rates for
other policyholders are going up. As FEMA implements the reserve
fund, for example, which is a very good provision of Biggert-
Waters, but that reserve fund is going to go up 5 percent a year
for the next several years. And so the average rates, again, for the
mandatory purchase areas, they increase 17 percent this year. I
wouldn’t expect that to abate anytime in the next few years.

And so, I think to also include a subsidy on those policyholders
creates an affordability issue over there.

Chairman NEUGEBAUER. Mr. Holtz-Eakin?

Mr. HovLTZ-EAKIN. Obviously, our first choice is the ratepayers.
I would point out, as I did in my written testimony, that histori-
cally you can make the case that this program has never broken
even, and it has been running at a real economic loss since its in-
ception. So they have never paid—much less add on a subsidy. It
would be desirable if they did.

The second set of taxpayers might be in a local area or a State.
And as I mentioned in my testimony, you could imagine this type
of insurance, if it is not fully priced, being offset against other
kinds of insurance—ex-post disaster rates to States—so that they
had incentives to go out and do the kind of mitigation that Mr.
Rutenberg mentioned—and that would lower the insurance and
provide affordability.

And the last choice, I would, suggest would be the taxpayers as
a whole.

Chairman NEUGEBAUER. I thank the gentleman.

The gentleman from Massachusetts, Mr. Capuano, is recognized
for 5 minutes.

Mr. CAPUANO. Thank you, Mr. Chairman.

I would just like to point out that generally, as I understand it,
most ratepayers are also taxpayers, and the same is true of tax-
payers are ratepayers, because they pay insurance somewhere.

I have never had a tornado in my district, but I am sure I have
covered some people who do. I have never had an earthquake in
my district, yet I am sure I cover some people who do. That is the
whole idea here, spreading it out because there are certain national
interests. This may or may not be one of them.

But that is not where I wanted to go. Where I wanted to go—
because I think it is a fair question. And I think, again, I have
been happy that the entire panel and, to my knowledge, every
Member on both sides of this aisle have all said the goal is to try
to get off subsidies. Now, of course, the reality is that we are get-
ting hit in the face with significant increases which none of us ex-
pected.

So now the question is, what do we do? And some of us have
said, “Pause, let’s try to figure this out.”
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Mr. Berginnis, I saw your 20 points. Some of them I don’t under-
stand. I would love to have that discussion, but I can’t do it in a
day. It is going to take a little while. And that is the whole idea
of hitting “pause.”

And before I ask my question, Mr. Saks, Mr. Holtz-Eakin, are
you surprised that you are kind of on the same side of the whole
thing? I am. I just think it is great to have the two of you guys
on the same side of an issue. It is—

Mr. SAKS. I am not surprised. I think often good environmental
policy means reducing harmful subsidies. So, there are many cases
where conservation is—

Mr. CapuaNo. We don’t want to talk about corporate subsidies
just yet. That is a different issue.

But I do want to talk about one thing. Mr. Berginnis, all of your
floodplain managers—a lot of them have seen or witnessed, I am
sure, significant flooding. When flooding occurs, does it only hit pri-
mary residences? Does it somehow go around small businesses and
second homes?

Mr. BERGINNIS. No, it does not.

Mr. CApUANO. It hits everybody?

Mr. BERGINNIS. Yes.

Mr. CApPUANO. And when someone owns a small restaurant,
when they lose that restaurant to a flood, are they any less im-
pacted than somebody else who might lose a home?

Mr. BERGINNIS. Even some of the FEMA data and the statis-
tics—I heard a public service announcement just the other night
that up to 40 percent of businesses that experience a major dis-
aster never reopen. So one might argue they have more of an im-
pact.

Mr. CapuANO. The reason I ask is because the bill that several
of you mentioned—I am not a co-sponsor yet, though I agree with
the bill. And I am not a co-sponsor because it does not include
small businesses and second homes.

And, again, I get the feeling that some people think that all sec-
ond home owners are Bill Gates—and I am sure he has a lovely
second home, or probably 12 of them. I don’t know and I don’t care.
But Mr. Veissi, you are the REALTOR®, surely you have a lot of
members of your REALTORS® who sell second homes, do they
have the experience that every second home owner is a multi-mil-
lionaire who can just throw money away?

Mr. VEISsI. We recognize that a vast majority of the second home
owners in this country are not multi-millionaires; they are working
fellows and gals just like you and me. We know and understand
that. We want to make sure that they get a fair shake, and that
is why we are asking for a pause to get a baseline for them so that
each of us—

Mr. CAPUANO. So you wouldn’t oppose an amendment to H.R.
3370 that would include second homes and small businesses?

Mr. VEIssi. I wouldn’t oppose an opportunity to include all of
that information after a timeout so that we can at least noodle it
through and figure out where we are going to go with second
homes, small businesses, and primary residences.

We know one thing; we have a fledgling economy just recovering
in the housing market, one that is enormously important to this
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economy, but more important to the social and cultural fabric of
this country.

Mr. CApUANO. Thank you.

Mr. Rutenberg, would your association oppose doing—whatever it
is we do for primary home owners, would you oppose doing the
same for small businesses and second home owners?

Mr. VEISsI. We wouldn’t oppose the—

Mr. CAPUANO. Mr. Rutenberg.

Mr. VEIssI. Oh, I'm sorry.

Mr. CAPUANO. You already answered.

Mr. VEISsI. We have spent a lot of time together.

Mr. CapUANO. That’s okay. My wife answers for me all the time.

Mr. RUTENBERG. We very much are supporting small businesses.
Most of us are small businesses. And the secondary homes—the
typical income of someone in a secondary home is $74,000. And it
is us, and I think that we need to have the study so that we can
know what we are doing, and we can do this well.

One of the problems that I was thinking of after my answer is
that 25 percent to 30 percent of the money that is spent on claims
goes for 1 percent and repeats. We have a number of different sub-
jects that we have to attack and we very much support small busi-
nesses and second homes.

Mr. CapuaNO. Mr. Berginnis, would your managers oppose—
whatever it is we do, would you oppose doing something com-
parable for small business and second homes?

Mr. BERGINNIS. In fact, in our testimony, and this is why we
have suggested that you remove all of the triggers, the immediate
20 percent and 25 percent, and replace it with something like in
the 5 percent to 10 percent range, that includes all properties pri-
mary homes, small businesses, and secondary homes.

You could differentiate, be on the lower end of the spectrum for
primary homes recognizing potentially all of the value and impacts
there and maybe on the higher end of the range. But overall, all
of them would have that reduced transition. Because it is impor-
tant to us to at least get on the path to going to actuarial.

We spent a lot of time in this program with subsidized rates, and
it is going take us some years to dig out of it.

Mr. CAPUANO. I agree.

My time has expired. I appreciate the chairman’s indulgence.

But again, I just want to repeat, I am glad that we are all kind
of on the same general chapter, if not the same page; again, no one
is opposed to getting to actuarially sound rates if at all possible,
but we all need to do this in a way that doesn’t single out a certain
number of people unintentionally.

If we intend to do it, so be it. But I think everybody would agree
that what has happened, and what is happening now, is an unin-
tended consequence, which is why many of us are trying to hit the
pause button.

Thank you, gentlemen, for your indulgence.

And I thank the chairman.

Chairman NEUGEBAUER. And now the gentleman from Ohio, Mr.
Stivers, is recognized for 5 minutes.

Mr. STivERrs. Thank you, Mr. Chairman.
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I would like to thank the panel for their testimony, and Mr.
Rutenberg, you just said something a minute ago that really kind
of hit me about the number of claims that are related to a few
number of homes that have repeat claims.

Do you think the system would be better off—I certainly don’t
think anybody wants to kick anybody out of their homes, but when
those folks who have repeat claims are either rebuilding or in the
process of selling their home for FEMA or the Federal Government
to actually purchase that property and take it back to green space,
give them the value of that property and then allow them to build
somewhere that doesn’t have as much risk?

Mr. RUTENBERG. I think it is—we are dealing with family his-
tories, but I think the options should be examined, and this is
again personal, not association policy, but I think you should exam-
ine it because it could be that both the Flood Insurance Program
and the families would be better off if we did something innovative.

And there are certainly—if it was your personal business, and
you had that kind of lost history you would be looking at what
would be a smart alternative and would treat the people fairly.

Mr. STIVERS. And you may or may not have information on this,
but when home builders build a new home, if it is inside or near
a floodplain, how often do they sit down with the person who is
building the home and advise them on mitigation techniques that
might decrease their risk and therefore decrease their insurance?

Mr. RUTENBERG. I can answer in my area that every time we
build in a platted subdivision where we are selling a lot the flood-
plain information is on the plat, it is part of the discussion, what
zone they are in, what needs to be done, and it is assumed that
we automatically take care of it in our construction. It is, I think,
the difference would be when dealing on someone’s property that
they have had, then we have to be a little bit more careful and that
does show upon the surveys. And then you have the re-sales and
that is another issue that is not part of new construction.

It also does come to bear on remodels. And when you go for your
building permit, it becomes an issue there.

Mr. STIVERS. Sure.

Mr. Saks, what about people who build in environmentally-sen-
sitive areas and rebuild in environmentally-sensitive areas?
Shouldn’t there be some way—actuarially sound rates, I think, help
do this, shouldn’t there be some way to help give them an incentive
to not re-build in an environmentally-sensitive area?

Mr. SAks. I think—

Mr. STIVERS. And again, nobody wants to kick anybody out of
their ancestral home, or anything like that, but should the rest of
the taxpayers in this country subsidize them?

Mr. Saks. Of course Congressman, I think there are a couple of
answers to that, first for new development or re-development,
Biggert-Waters and the changes associated with it do send a strong
market signal, and I think that is the name of the game here, to
use market forces to help impact the decisions we make, and in the
case of those areas, it does help lessen floodplain development.

And the corollary is that we have seen over the years, the rates
associated with NFIP really exacerbate floodplain development. For
homes that are already there, as you said, it is a very personal de-
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cision that hopefully rates help people take mitigation actions and
when possible when communities and homeowners and everyone
else can agree when we can provide buy outs for them, that is good
for communities and for the environment.

Mr. STIVERS. Thank you very much.

I think several of you have proposed solutions and ideas about
how to adjust the program, and certainly all of us as policymakers
are sensitive to the price shocks that some folks are experiencing,
and I know a couple of you have suggested just holding off any rate
increase, and several others have talked about capping rate in-
creases. Can we go down the line and talk one at a time about
what your preference is, about how policymakers should move for-
ward?

Obviously, we need to move toward actuarially sound rates over
time.

Mr. SAKS. Our preference is some type of cap and a longer phase-
in period, and the reason for that, Congressman, is we have talked
a lot about market signals, mitigation—

Mr. STIVERS. And I only have 20 seconds left, so I really just
want—

Mr. SAKS. We want to get those signals.

Mr. STIVERS. —to get to the bottom line here, yes, thanks.

Mr. HEcHT. Thank you, Congressman.

Nobody in our constituency is against paying more. We would
say, first have it means-tested and possibly capped. We have been
looking at 1 percent of the assessed value of the home.

Mr. VEissi. We are looking for the opportunity to have a long-
term solution, that long-term solution through the investment of
time and information over this full period in this brand new piece
of legislation.

Mr. RUTENBERG. While we are in this long-term discussion, I
hope that we are bringing up doing the affordability study, that we
are looking at the private water management that has been done
and we are thinking not only about new houses but all of the hous-
ing and making it fair. Let’s get the NFIP so it is actuarially sound
on good data.

Mr. BERGINNIS. To not delay the rates, but phase them in over
a longer term.

Mr. HovL1z-EAKIN. Keep moving and provide those who are in ex-
cess of an income-based cap system.

Mr. STIVERS. Thank you. I yield back the balance of my time.

Thank you, Mr. Chairman.

Chairman NEUGEBAUER. I thank the gentleman.

Mrs. Beatty is recognized for 5 minutes.

Mrs. BEATTY. Thank you, Mr. Chairman. And thank you to all
of our witnesses who are here today. I think that Congressman
Stivers has given me a great segue into my comments and ques-
tions to you.

Certainly as someone who got on board with supporting this, and
I think it was because of the sensitivity of the price shock, what
I have learned today is that we need to collectively figure out how
we can work with FEMA, the insurance companies, us as law-
makers and policymakers to find a long-term sustainable solution
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which will restore the solvency to the National Flood Insurance
Program, and also keep Americans in their homes.

And certainly, as many of my colleagues have said, I support the
return to actuarially priced premiums, but I am worried about the
long-term viability if too many of the policyholders cancel their
policies.

But let me shift gears and go to you, Mr. Saks. In your testi-
mony, you expressed concerns about the development of coastal
areas, marsh and swamp lands and the construction of dams and
levees around the country. Specifically, you mentioned the impacts
on the environment and the local wildlife and the communities that
are in areas that are prone to flood.

Can you tell me how these concerns are related to the National
Flood Insurance Program, and why the National Wildlife Federa-
tion supported the Biggert-Waters reform?

Mr. SAKS. Yes. Thank you, Congresswoman.

It so happens that floodplains—the areas where flood waters
go—are some of the most important ecological areas we have in the
country. And they give us a lot of environmental benefits aside
from wildlife habitat. They are places where groundwater settles,
they keep pollution from running into our rivers and streams. They
do a lot of important things.

And unfortunately, those are also the areas where people like to
live. And we are not saying that people shouldn’t live there, but
there should be a fair market signal so that people take into ac-
count all of these things when they are going to decide where to
live.

Unfortunately, by suppressing rates we have masked that signal,
and people have developed these areas, and the Biggert-Waters bill
helped increase rates so hopefully we will see some of these market
signals lessen the development of those areas and the habitat loss.

Mrs. BEATTY. Mr. Rutenberg, can you please speak to how, if at
all, the developers engaged in subdevelopment of new communities
use flood mapping to determine where to build?

Mr. RUTENBERG. I can talk about some of them, because it is dif-
ferent in different areas—I am familiar with the Southeast. I am
not necessarily familiar with the Northwest or other areas. So, in
my area, what we normally do is, we do an ecological study, and
we do topographic, and we start with that. And we try and figure
out where it is that we can build.

I would also like to mention that I serve on the board of the Con-
servation Trust for Florida, and I have been an adviser for the
Florida Defenders of the Environment for some time. And you can
have development and environmental at the same time. They are
not mutually exclusive.

We do look very carefully at where we can be, and we determine
where we can be. And then, we start working on the layout and
the lot size, depending what the product is.

It is interactive. We have water management districts. We have
environmental departments. And we have all sorts of people with
whom we are coordinating. It is pretty well gone through by the
time we get to a development.

It has changed dramatically in the last 30 years. It is not what
it used to be.
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Mrs. BEATTY. And lastly, with the expectation that the flood in-
surance premiums will rise dramatically in the near future, would
that impact construction?

Mr. RUTENBERG. We will break it into a couple of categories. One
is, in new construction in my area, I think our premiums would go
down because we have done so much private mitigation to it. But
we are also concerned with the entire housing industry. We are
concerned with the people who have been in the house for 4 years,
the people who have to move. Someone who has to go to a nursing
home and sell their house—it needs to be viable.

If you are going to buy a new house, you are often moving out
of an old house and selling it. It is a very interactive change, but
the actual new homes, I think, on an actuarial basis, will fare very
well, because their cost to the system should be very low.

Mrs. BEATTY. Thank you.

And I yield back.

Chairman NEUGEBAUER. I thank the gentlewoman. And the gen-
tlewoman from California, the ranking member of the full com-
mittee, Ms. Waters, is recognized for 5 minutes.

Ms. WATERS. Members of the panel, I don’t know if you were
here in the room when we had the discussion with the head of
FEMA. And the information that was shared by many of us about
the complaints that are being received from our constituents, and
the astronomical premium increases that some people are being
told that they have to pay.

So, let me ask Mr. Douglas Holtz-Eakin, president of the Amer-
ican Action Forum, you mentioned in your testimony that you feel
it is important for premiums to move to full actuarial risk rates.
But clearly, many of these rate increases are so drastic that they
will lead to greater foreclosures and depopulation of the program.
Wouldn’t this increase taxpayer exposure, because the Federal Gov-
ernment would provide more expensive disaster relief following the
next inevitable disaster?

Mr. HoLTZ-EAKIN. Thank you. A couple of things. First, some of
the testimony seemed to suggest that the rate quotes were inac-
curate. So, let’s just stipulate at the outset that these are accurate
quotes about the cost of flood insurance, and I hope that is the
case.

These large rate increases actually serve a valuable purpose. We
may not be able to control floods and other natural disasters, but
we can control the capital and economic activity we put in harm’s
way. And large premium increases say we are putting that activity
in harm’s way, and people need to know that. And we need to avoid
that wherever possible. That is a danger.

And, so, I don’t think the issue is premium increases, per se. The
issue is, the transition costs for those of modest economic means
when faced with large price increases. Means-tested transition
makes sense, but the notion that somehow, we should ignore what
is being conveyed—that we are locating their homes, businesses,
and other valuable—

Ms. WATERS. So, if I may, one of the examples I gave was a prop-
erty where the premium was $3,300, and it went up to $56,000.
And you are saying that it is accurate, and you know it is? And
what represents the risk?
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Mr. HoLTZ-EAKIN. No, I am saying—I don’t know if it is accurate.
I am hoping that quote is accurate.

Ms. WATERS. What was it you wanted us to stipulate?

Mr. HoLTZ-EAKIN. I wanted to stipulate for this discussion that
the quote is accurate. If there are mistakes being made, then they
need to be fixed. I understand that.

Ms. WATERS. Of course, I won’t agree with the stipulation. But
let me just say this: You also heard that a lot of the mitigation at-
tempts are programs that have been put in place may not be accu-
rately assessed. You also heard that there is a limit on how much
local entities can support mitigation. You also heard that the price
increases are done in mapping based on the community, rather
than on the individual property. And given all of that, you still
want to stipulate that these price increases are accurate?

Mr. HoLTZ-EAKIN. I would hope that they would be accurate. As
I mentioned in my written testimony, I am in favor of credit for
mitigation, and down to the individual household level. That is an
imp}?rtant part of managing risk. There is no reason to be opposed
to that.

What I do know is that this program, as with many Federal risk
programs, has run an economic lawsuit since inception, and that
suggests a systematic problem with having actuarially fair rates.
We need to avoid that going forward.

Ms. WATERS. Of course, we have no control over natural disas-
ters. We have no control over what has happened in Katrina and
Rita and Isaac and Sandy and on and on and on. And are you say-
ing that—and the question I really raised was—the cost to govern-
ment and the taxpayers, if we did not have the Federal flood con-
trol—the flood program?

Mr. HoLTZz-EAKIN. If it were the case that the losses in any nat-
ural disaster, which we do not control, were the same, regardless
of how we got the money, I would agree with you, but I don’t. By
having a correctly-priced insurance program, it sends the incentive
not to build in those areas most prone to flooding, most prone to
losses. In that way, we lower the overall losses in a way that we
wouldn’t if we simply wrote checks and picked up the pieces after
the fact.

Ms. WATERS. Let me just say in the last few seconds that I have
here that we had from Mrs. Capito an example of someone who
lived high above in a condominium that had flood insurance that
the price was increasing on dramatically. And the question was,
how was this determined? And, of course, the answer was, “Well,
it was the community overall.”

I cannot agree that the pricing is accurate. I think there are a
lot of questions. Do you think an affordability study might help
with us having to have more accurate pricing?

Mr. HoLTZ-EAKIN. I think a transition, which included a clear
needs-based supplement for those who face large increases is sen-
sible. But I think to avoid the transition, in my experience, having
watched this for a long time—

Ms. WATERS. The affordability study is the transition.

Mr. HOLTZ-EAKIN. —is that there will never be a good time for
reforms to get rid of subsidies. And if we put it off for 4 years—

Ms. WATERS. I yield back the balance of my time.
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Chairman NEUGEBAUER. I thank the gentlewoman.

And now, the gentleman from California, Mr. Sherman, is recog-
nized for 5 minutes.

Mr. SHERMAN. Yes, you thought you were all done, and then
Sherman sneaks in another 5 minutes of questioning.

Mr. Veissi, can you give us an update based on your expertise
of what impact these new rates are having on real estate markets
right now?

Mr. VEissI. It is still early, but the newest information that we
are getting is that it is not just impactful. It is extraordinary across
the board that the rates will have an impact bar none. We know
it is not just a coastal issue. It happens to be an issue that attacks
not just Florida and the Carolinas and Mississippi and Alabama,
North Dakota, Nashville, Tennessee, and some of the others.

So, we are seeing for-sale signs today that say, no insurance im-
pact on this property. That tells us very quickly that folks are mak-
ing determinations at the point of sale on a property that they
would normally have bought or normally have become invested in.
It is going to get more critical as time goes on and these insurance
rates are applied.

Mr. SHERMAN. Is there anyone on the panel who can help quan-
tify the difference between being in an impacted home and then
being in the same metropolitan area, same square footage, without
that impact? Mr. Hecht?

Mr. HECHT. Congressman, we can say empirically in one of our
counties, St. Charles, homes that have never flooded and subdivi-
sions that have never flooded have been devalued 30 percent al-
ready. So there is empirical basis for that type of comment.

Mr. SHERMAN. Now is that because the economy in St. Charles
is bad? There are a lot of places that have had 30 percent declines
in home values. Can you identify that as a flood insurance issue?

Mr. HECHT. Yes. That calculation is based on the decreased value
of the homes because of the increased carrying cost due to the in-
surance. We actually have one of the fastest growing economies in
the country right now, so it is not a general phenomenon. It is very
specific to Biggert-Waters.

Mr. SHERMAN. Okay. Mr. Veissi, given the confusion that exists
about rates, what can REALTORS® and homeowners provide a
prospective purchaser who asks about flood insurance rates? What
information do you give me when I am there at the open house?

Mr. VEissI. There are a couple of things we can do. We can ad-
vise our clients about the opportunity to get a current flood certifi-
cate.

Also, I wanted to add that the Rand Institute in California did
a study and showed us that for every $500 in increase on an insur-
gnce policy, the value of that single-family home was decreased by

10,000.

So an insurance policy that went from $1,000 to $3,000 or $4,000
could impact the value of a single-family home by as much as
$30,000, $40,000 or $50,000 in equity.

Mr. SHERMAN. Is that consistent with the information of others
on the panel? Mr. Rutenberg first, then—

Mr. BERGINNIS. One thing I would like to add is what we have
seen after Sandy is a different effect though as well. And so I think
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to have this discussion well-rounded, properties that are properly
elevated and properly mitigated are increasing in value relative to
those that aren’t in that area. And so—

Mr. SHERMAN. Relative to what they would be absent the change
in the flood insurance?

Mr. BERGINNIS. Right. And we are seeing some of those increases
as well. I am concerned. Hopefully, that Rand study—my home-
owner’s policy just went up about $500, so I am—

Mr. SHERMAN. You didn’t realize you lost $10,000 when that hap-
pened, did you?

Mr. BERGINNIS. Yes.

Mr. SHERMAN. Mr. Rutenberg?

Mr. RUTENBERG. I am concerned in this discussion that we are
assuming that the quotes are accurate. And I think someone else
mentioned that earlier.

I would expect that if you had a repetitive quote year after year
from the same agent, it is probably accurate, because it is coming
from the same database and the same insurance company. At least,
the delta would be accurate. But if you are buying a house and you
are out shopping, I am concerned that some people are getting esti-
mates that are not valid. And I have seen more—

Mr. SHERMAN. Too high or too low?

Mr. RUTENBERG. Just scattered, sometimes by a factor of 10,
from personal experience. And I would suspect that there is some
opportunity in—before the affordability test, before everything else
is done to work on trying to get better quotes to customers. And
I am not so sure how to do it. That is another part of the industry.
But I have seen it from personal experience to be a variable that
is not tied to what it should be.

Chairman NEUGEBAUER. The gentleman’s time has expired.

Mr. SHERMAN. Thank you.

Chairman NEUGEBAUER. Before we adjourn, I want to thank
Dustin Parks. Dustin, stand up. Dustin was a detailee from HUD
working with Mr. Capuano. His assignment concludes today and
we want to thank him for his service to the committee.

[applause]

I would like to thank each of our witnesses again for their testi-
mony today.

The Chair notes that some Members may have additional ques-
tions for this panel, which they may wish to submit in writing.
Without objection, the hearing record will remain open for 5 legis-
lative days for Members to submit written questions to these wit-
nesses and to place their responses in the record. Also, without ob-
jection, Members will have 5 legislative days to submit extraneous
materials to the Chair for inclusion in the record.

And without objection, we are adjourned.

[Whereupon, at 4:52 p.m., the hearing was adjourned.]






APPENDIX

November 19, 2013

(61)



62

TESTIMONY

Implementation of the National Flood Insurance Program Reform
Act (Biggert-Waters)

Before the

House Financial Services Committee

Housing and Insurance Subcommittee

By

Chad Berginnis, Executive Director

Association of State Floodplain Managers

November 19, 2013



63

Introduction
Mr. Chairman, Ranking Member Carson and Members of the Subcommittee,

Thank you for inviting the Association of State Floodplain Managers (ASFPM) here today to discuss our
observations and suggestions related to implementation of the Biggert-Waters Flood Insurance Reform Act signed
into law on July 6, 2012,

ASFPM Members are well positioned to cc t on impl tation at the state and local levels because our
members are the state and local officials who are FEMA’s partners in implementation of the National Flood
Insurance Program (NFIP). We have also conducted workshops for state and local officials in a number of states
and have produced webinars to assist in the important training and education components of implementation.

ASFPM has 15,000 members nationwide and 35 state chapters, two of which include three states cach. Most of
our chapters are very active and have their own conferences and training activities. The Association conducts
the training and certification program for Certified Floodplain Managers. The common mission of all of our
members is to reduce losses of life and property due to flooding, our nation’s most frequent and costly kind of
natural hazard.

Summary of Recommendations
ASFPM has developed twenty recc dations for the Committee to consider as it contemplates additional
changes to the NFIP to address flood insurance affordability and floodplain mapping issues.

1. Phase in movement of most Pre-FIRM structures to actuarial rates more slowly, between 5%-10%
annually (versus immediate, 20%, or 25%).

2. Eliminate triggers for movement to immediate full risk rates for new flood insurance policies,
Iapsed policies or upon sale of 2 home. Preserve triggers for full risk rates for those refusing offers
of mitigation or for sul ially improved/substantially damaged properties.

3. For any new, lapsed policy, or existing policy that is being phased in to full risk rates (not including
those that trigger immediate movement to full risk rates), the basis for movement to actuarial rates
would remain July 6, 2012, provided items #1 and #2 above are implemented and in place.

4, Take immediate action on new and innovative affordability concepts. Authorize pilots to fest
concepts such as:

a. A group or community based flood insurance
b. Means tested vouchers to assist with premium costs
¢, Low interest loans for mitigation to result in lewer premiums

5. Provide (again) for a study of community or group based options (HR 1035 was passed by the
House but not by the Senate) and should be included in any new legislation.

6. Mandate that every flood insurance policy sold under the NFIP clearly show the estimated full risk
rate and state that flood risk changes over time and today’s flood insurance rates may increase or
decrease as future flood risk is known.

7. TForgive the current debt of $24 billion.

8. Consider additional reforms to ICC so it can be more effectively used to address flood insurance
affordability issue.
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9. Urge FEMA to immediately and fully implement the 2004 Changes to ICC triggering it upon any
FEMA offer of mitigation. Also, urge FEMA to explore innovative ways to utilize the trigger that
has been built into ICC since 1994 — when properties that have sustained flood damage on muitiple
occasions, if the Director determines that it is cost-effective and in the best interests of the National
Flood Insurance Fund to require compliance with land use and control measures.

10. Provide for a flood insurance advocate within FEMA.

11. Allow for higher deductibles for residential policies, up to $10,000.

12. Request that FEMA release any draft reports or documents related to its “Rethinking the NFIP”
initiative.

13. Direct FEMA to aggressively continue develoy t of refi ts to rating policies within the

SFHA to provide credit to partial mitigation as well as recognize differing risks within the SFHA.

14. Require FEMA to conduct a study to evaluate the resources necessary to administer the
Community Rating System so that communities can expeditiously join and engoing evaluations are
conducted in a timely and efficient manner.

15. Conduct a study to determine the extent to which raising premiums leads to greater mitigation—
for example, by encouraging policyholders to elevate their properties or move to less risky locations
(suggested by CBO in 2009).

16. Conduct a study to determine to what extent raising premiums would increase or decrease federal
costs for disaster assistance (suggested by CBO in 2009).

17. Authorize options for FEMA to increase the flood mapping budget through means other than
appropriated funds. Such options may include increasing the Federal Policy Fee or a transaction
fee on mortgages.

18. Congress should clarify the desired outcomes for the National Flood Mapping Program so that
appropriate metrics can be developed.

19, Increase the authorization for the Flood Mitigation Assistance Program to reflect high demand,
partially driven by Biggert-Waters reforms.

20. In committee report language, express strong support for FEMA’s Pre-Disaster Mitigation
Program and its role in helping transition the NFIP into a more actuarially sound program.

The Purpose of the NFIP and its Transformation under Biggert-Waters

With as much attention as is being focused on the NFIP and what it should or should not do, it is useful to begin
this testimony by examining the purpose of the NFIP. The 1968 National Flood Insurance Act was initially
passed because there was a general unavailability of flood insurance in the nation since the nation’s insurers were
unwilling to underwrite the very high risk associated with flood hazard areas. Also, it was seen as 2 way for
occupants of flood prone areas to share the burden of the costs associated with these areas (by way of insurance
versus disaster assistance which is paid by the nation’s taxpayers).

As members of this Committee are well aware, the process of developing the legislation that became known as
Biggert-Waters took place over several years. The overriding concern was the huge debt owed by the National
Flood Insurance Program (NFIP) to the U.S. Treasury after the major hurricanes of 2004 and 2005.  Previously,
designers of the program knew there would be years when claims would exceed the available funds and so
allowed the NFIP to borrow from the Treasury up 1o a specified amount, which would be repaid with interest.
Until 2004 and 2005, this system had mostly worked. Some amount of debt was forgiven by Congressional
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action in the early 1980s. Since 1986, the program had been entirely self-supporting — always repaying Treasury
borrowing with interest. Then, after Superstorm Sandy in 2012, the debt grew again and now sits at $24 billion.

It is easy to see why Members of Congress focused on steps to help restore the program to fiscal soundness. A
major focus was on subsidies within the NFIP. Initially, a substantial subsidy (often called discounts, as they are
cross-subsidies within the program) was built into the NFIP — for what were originally seen as reasons of faimess
and equity. The idea was that a property owner should receive a discount on their flood insurance premiums if
their property was built before the builder or current owner could have known of their flood risk. The NFIP was
established in 1968 and floodplain maps were not generally available until about 1974, so properties built prior to
that time were considered pre-Flood Insurance Rate Map or pre-FIRM and qualified for a discount. Because there
are provisions in local flood ordinances that require new development and reconstruction of existing development
to local flood codes, it was assumed that, over time, there would be fewer and fewer structures built in floodplains
or structures not sufficiently elevated to reduce flood risk. More of those older structures have remained “on the
books” than had been expected, so that today about 20 percent of the 5.5 million NFIP policies are Pre-FIRM and
receive the Pre-FIRM discount,

The other discount that has grown significantly in the last 15 years (at the same time we were undertaking a
massive Map Modernization effort) was that of administrative grandfathering. The concept of administrative
grandfathering is that once a structure was built based on a specific map and a specific code in effect at the time,
that the property owner could enjoy a discounted rate on their flood insurance into the future even if the flood risk
on that site increased over time, as long as they. obtained and maintained a flood insurance policy. A significant
number of properties were administratively grandfathered in the program in the 2000s as many new flood maps
were produced and FEMA broadened this policy.

The Elimination of Subsidies or Discounts

Both of these discounts were substantially reformed in Biggert-Waters and Congress chose to take a very
aggressive approach to phase out both discounts while trying to shield primary residences. Generally, ASFPM
was supportive of moving in this direction because:

o The existing (prior to Biggert-Waters) program and rate structure did not reduce flood losses; they have
been steadily increasing over the past four decades and taxpayer costs for flood disasters have grown too,

e The discounts had actually been shielding property owners from knowing their own risk and the full risk
rate of the property. Flood risk changes (and often increases) over time yet the nation’s flood insurance
program ran as if those risk changes did not occur,

e Awareness of full risk rates and payment of those rates drives better decision making for building and
mitigation which leads to more resilient communities,

o The debt to the NFIP was large at the time of passage and has only grown with Superstorm Sandy.
ASFPM is gravely concerned about the future impact of the debt to the program and the very survivability
of the NFIP if something is not done, and

s As long as flood insurance affordability was addressed simultaneously with the rate increases, there
would be a viable mechanism to assist those that cannot afford the increases transition to safer structures
and lower premiums.

It is important to note that as it relates to the premium discounts, the NFIP, prior to Biggert-Waters, was unlike
any private hazards insurance that a homeowner would buy (we are not comparing this to state run hazard
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insurance programs as nearly all of those are shown to be fiscally unsustainable). If the risk changes due to
increased thunderstorms, tornadoes, hailstorms, wildfire risk, etc., premiums go up. If a home, built to the
appropriate code in the past (i.e., knob and tube or aluminum wiring for electricity in homes) but later those codes
changed because earlier approaches were discovered to be hazardous — the insurance rates go up unless the risk is
mitigated. Until Biggert-Waters, this has not been the case with the NFIP. ASFPM strongly believes in the
nationwide value of the NFIP and its role in managing flood risk, but believes that the program needed reformed
to result in better risk reduction decisions and ensure long term program viability. The fundamental questions
about the scope of reform as it applies to the insurance rates becomes how much and how fast?

Flood Map Accuracy and Completing Mapping for the Nation

The Biggert-Waters legislation was also responsive to the calls for new flood mapping, more accurate flood maps
and addressing emerging mapping issues. At the time of passage, only a third of the nation’s stream miles had
any flood mapping at all. In its 2012 Risk MAP report to Congress, FEMA indicated that The Map
Modernization Program republished flood maps for 65 percent of the land area of the United States, covering 92
percent of the Nation’s population. However, one should not get the impression from those statistics that the job
was even close to being complete since most of these maps simply digitized old data because money was not
available for new flood map engineering studies. An additional concern was the way that levees were mapped -
and the treatment of insurance zones behind levees. The age and accuracy of coastal mapping studies was another
major concern. Also it was recognized that the absence of complete, updated, and accurate flood maps was a
source of actuarial weakness in the program. As a result, Biggert-Waters authorized, for the first time, a full and
robust mapping program to become the nation’s default flood hazard identification and risk assessment data set,
correctly establishing a program scope that was commensurate with the nation’s overall needs and demands for
flood mapping.

Implementation Thus Far - Problems and Successes

Qutreach Needs and FEMA Participation

Outreach and education for policy holders, realtors, lenders, insurance agents and other stakeholders has been a
challenge. FEMA has worked to provide information and interpretive materials, but has been hampered by
restrictions on the ability of FEMA personnel to get “out in the field.” This has resulted in varied interpretations
of the new law and uncertainty in the housing market. One example is confusion over the need for elevation
certificates to properly rate structures without appropriate outreach to surveyors, lenders or insurance agents.

ASFPM members have been the leaders nationwide in implementing and providing outreach and information on
Biggert-Waters. In fact, if not for the capacity that has been built over the years in our floodplain management
capability at the state, local and private sector levels, there would be even more confusion and issues with the
implementation of this complex and wide ranging set of reforms. The nation’s floodplain managers are actively
educating property owners and other stakeholder groups — including realtors and insurance agents — on the
provisions of the law. At the same time community officials are examining how to keep flood insurance
premiums affordable, by advising property owners on mitigation measures they can take. Floodplain managers are
also advising elected officials on measures a community may wish to take to reduce flood losses and reduce
premiums for their residents, such as participating in the Community Rating System. State and local floodplain
managers have been conducting workshops and ASFPM’s webinars have been oversubscribed, requiring
scheduling more such opportunities.
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From the standpoint of outreach and education, ASFPM is disappointed in FEMA’s inability to mobilize in the
field and assist in this effort. While we are aware of the constraints caused by the sequester and government
shutdown (especially since the larger rate increases went into effect October 1, 2013), nationwide outreach has
been insufficient. FEMA has developed some outstanding materials and webinars which, while appreciated, can
only do so much. Numerous times this fall, FEMA Region personnel have canceled attending ASFPM Chapter
meetings at the last minute. ASFPM Chapter meetings draw local floodplain managers who are in the front line of
explaining floodplain and flood insurance issues to residents and businesses. FEMA’s attendance was requested to
explain Biggert-Waters changes and the cancellation led to instances where there wasn’t a knowledgeable federal
presence at the meeting to explain the changes. There must be a prioritization by the agency to conduct extensive
outreach to all partners and stakeholders, including getting out into the field and working with their partners.

Affordability

The biggest missing element from the BW-12 legislation — authorization to do something about flood insurance
affordability - has been made painfully clear over the past several months:

e The projected significant amounts of some premium increases have caused alarm. In many cases, the
increases far exceed the ability of the property owner to pay.

« There are concerns about adverse effects on home values and on property sales.

s Reports of real estate transactions not being completed due to the requirement that a full risk rate flood
insurance policy for a Pre-FIRM structure was needed to complete the deal, and the buyer couldn’t afford
the policy or no longer qualified for the mortgage loan due to the increase in debt to income ratio.

« Situations where properties were supposed to move to actuarial rates immediately consistent with
42USC§4014(g) based on the date of passage of BW-12 due to home sales or lapsed policies when there
was no information on this aspect of the law nor rates, so people completed real estate transactions or
purchased flood insurance policies with no knowledge of the law’s effects on future premiums - only to
be hit with those higher premiums after the fact.

Early Successes

ASFPM has seen some early Biggert-Waters successes. In fact, Superstorm Sandy has proven to be a study in the
potential of some of the basic principles of Biggert-Waters insurance reforms — that once people are aware of and
accurately price risk they will take mitigation action. They can compare the true risk premium costs to the cost of
mitigation to determine the return on investment in mitigation. ASFPM has had reports of significantly increased
interest in mitigation up and down the Sandy affected coastline, not necessarily due to the storm itself, but rather,
due to the potential for future flood insurance rate increases. From the perspective of a large, national flood event,
we are seeing more mitigation occurring after Sandy than after any other large storm event in recent memory.
Also communities in the Sandy affected areas are considering higher building standards such as an enhanced
freeboard (some communities as much as three feet) which results in new construction with lower flood insurance
rates and most importantly more resilience to future floods. Such decisions also help to maintain property values.
Other successes include:

o ASFPM is hearing of increased interest in FEMA’s Community Rating System. This is a voluntary
program where a community goes beyond FEMA minimum standards to reduce flood risk and in
exchange, premium discounts up to 45 percent are provided, which greatly assists affordability.
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e Lenders are being much more careful in reviewing the flood risk on properties for which they are
considering loans. Prior to Biggert-Waters, while no study was conclusive, it was estimated that up to 40
percent of properties that were subject to the mandatory purchase of flood insurance did not have flood
insurance policies. ASFPM believes that the combination of increased lender penalties and concern
about flood insurance premiums on the ability of the borrower to pay have resulted in this increased
scrutiny.

» Establishment of Scientific Resolution Panels to arbitrate flood mapping disputes for new maps. A
community, tribe or political entity that has the authority to adopt and enforce floodplain ordinances for
the area under its jurisdiction can request FEMA use the SRP when conflicting data are presented. The
SRP process is managed by the National Institute of Building Sciences, a non-profit organization
independent from FEMA. ASFPM has heard positive reviews of this process.

s The number of communities participating in the NFIP has exceeded 22,000 for the first time.

Addressing the Problems

For the balance of the testimony, ASFPM will provide suggestions for further reforms. Primarily these
suggestions are intended to address fiscal solvency, flood insurance affordability, and flood mapping issues.
Current issues, commentary on proposed legislation, and specific ASFPM recommendations are presented and
grouped based on the four primary facets of the NFIP: Flood Insurance, Floodplain Mapping, Flood Mitigation,
and Floodplain Management Regulations.

Flood Insurance -- Addressing Flood Insurance Affordability and Maintaining

Program Solvency

Biggert-Waters has begun to set the NFIP on a path to long-term fiscal solvency through several major reforms
addressing actuarial weaknesses. However, Biggert-Waters takes a much too aggressive timeframe for
implementing flood insurance premium reforms and does too little to address affordability concerns. Even the
affordability study, while valuable in exploring the options such as means tested voucher, included no mechanism
for implementation. Currently, the biggest area of concern being heard by floodplain managers is the triggering
of full risk rates due to the purchase of a new flood insurance policy or as a result of a home sale. The full risk
rate triggers run counter to the stated concern and intent of Congress to protect primary households from
excessive rate increases. Unfortunately, current suggested legislative remedies for flood insurance increases do
little or nothing to address underlying issues of addressing flood risk and increasing the program’s solvency.

Since 2011 ASFPM has cautioned numerous times in testimony that the cumulative impact of all of the needed
flood insurance reforms would result in significant affordability issues and that affordability must be a component
of any NFIP reform. Policyholders need to have an accurate assessment of their risk, but we aiso need stronger
programs to help them mitigate flood risk and to assist those who truly cannot afford risk based premiums. We
must also be mindful that at the direction of Congress, for 45 years the program operated under a certain set of
assumptions and subsidies. Policy holders were never informed of the amount of discount they were receiving.
The increases resulting from the shift to full risk rates have been a shock. 1t is becoming apparent that the abrupt
impact of causing real pain for policy holders individually but also for real estate transactions as well as possibly

for the recovering housing market in general. Congress should not be tulled into thinking that actions such as
delaying premium rate increases or longer phase-in of rates alone will address overall affordability issues. Even
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the routine annual rate increases, approved by Biggert Waters to address issues of establishing a reserve fund and
calculating extreme loss years as part of the average risk are resulting in rapidly increasing policy rates. In the
current premium year, flood insurance rates have increased 10% across the board, with an average of 17%
increase in A and V Zones. This is not addressed in the current Congressional proposals. More constructive ways
to deal with affordability while decreasing flood risk are needed

There are steps that can be taken to address affordability through existing mechanisms that could be used to
reduce risk and flood insurance premiums, while decreasing the liability of the flood insurance fund. Built into
NFIP insurance policies is an underutilized mechanism that can assist with flood insurance affordability through
mitigating the at-risk structure. It is called Increased Cost of Compliance. ICC, which is funded through an
added premium on the basic NFIP policy (the added premium is capped at $75/policy; however, the per-policy
average is approximately $14 when divided over the entire policy base). Since 1997, ICC has paid more than
$515 million in claims to mitigate nearly 25,000 structures. These claims would have been focused on Pre-FIRM
structures in A or V Zones — the same ones that are being most affected by the Pre-FIRM subsidy removal. Over
time, ASFPM has worked with Congress to tweak and reform the ICC program so that in 2004 an additional
trigger was added - to trigger an ICC claim upon a FEMA offer of mitigation. Subsequent to that change, FEMA
had conducted a pilot with the Severe Repetitive Loss Program. Presently, that effort has not been expanded
beyond the pilot. The point is that ICC is mechanism that already exists in law, that is underutilized, and that
could be one solution to help address flood insurance affordability — either as-is or with some modifications.
Unfortunately as now administered, the average ICC claim amount is typically less than the cost of mitigation that
is being done, and is less than the maximum 1CC claim cap of $30,000. For example, the average cost to elevate
a building is usually more than $30,000 but the average ICC claim is $25,100 due to exclusions in what elements
are covered. Similarly, the cost to acquire and demolish a building is significantly more than $30,000 but the
average ICC claim for this type of mitigation is $13,600 because FEMA has interpreted that the compliance in
this case is simply the demolition of the building.

One measure that FEMA and ASFPM are promoting to help with flood insurance affordability is for communities
to join the Community Rating System (CRS). The CRS is a voluntary program where communities join,
undertake additional activities to reduce flood risk and are evaluated based on the completion of those activities.
The completed activities are translated to points which are used to attain tiers of flood insurance premium
discounts (5 percent discount per tier). Communities can be rated from a class 10 (zero discount) to a class 1 (45
percent discount). We anticipate significant interest in the CRS due to communities trying to find ways to keep
flood insurance rates low. However, ASFPM is concerned that the CRS program is currently constrained in the
resources it has for program administration it often can take one year or more for a community to complete the
application process.

The NFIP Debr

The largest ongoing threat to the financial solvency of the NFIP is the accumulated debt of the program, now
sitting at $24 billion. Since 2005, NFIP has paid $2.65 billion in interest payments, and $1.82 billion in principle
payments. Luckily, FEMA has taken advantage of record low interest rates and the debt is financed at just below
.5 percent in short term loans (two to three year terms). If interest rates return to a more average 3 percent annual
rate (and rates can only go up from here), interest payments alone would exceed $720 million/year. That is more
than the sum of fully funding the NFIP and the Flood Mitigation Assistance Program. For a program that is
currently taking in a little more than $3 billion annually in premiums, which covers claims, payments to insurance
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companies, agents, flood mapping and floodplain management, and overall program administration, it is simply
not feasible for the program to repay the debt, nor is it consistent with the Federal government’s overall disaster
policy.

As previously designed and until Biggert-Waters reforms have had time to work, the NFIP will continue to need
federal support for catastrophic loss years (note that all $24 billion of the current debt occurred before any
significant Biggert-Waters reforms were in place). Prior to Biggert-Waters, this was due to the rates being set at
levels calculated to generate enough funds to enable the program to pay claims in an “average historical loss
year,” but not enough for a catastrophic year. The legislated limits on rate setting did not allowed NFIP to charge
high-enough premiums to build a reserve for the inevitable years in which catastrophic flooding occurs. This
meant that there was a need for federal support to fulfill NFIP’s contractual obligations to pay claims in some
years. Before Hurricane Katrina, NFIP actuaries estimated this average annual premium shortfall was $800
million per year. Congress has reacted quickly by increasing the borrowing authority of NFIP after Katrina and
Sandy, yet has been slow to recognize that catastrophic loss years cannot be repaid by reliance on the insurance
mechanism alone. Lack of understanding of this issue and dealing with the debt will continue to put pressure on
the NFIP and could put the whole program at risk.

Commentary on Proposed Legislation

The action most commonly suggested in several proposed bills is to either exempt certain classes of structures
from increased rates or delay rate increases for some period of time. Both approaches are problematic. The delay
triggers programmed into HR 3370 will likely be dragged out indefinitely, due especially to the requirement for
mapping all areas of the nation before the delay can be lifted. ASFPM believes that a much better approach that
addresses fairness, equity, affordability as well as beginning to fix underlying problems of program solvency is to
decrease the per-year premium increases for Pre-FIRM properties transitioning to full risk rates resulting in a
longer phase-in of full risk rates and to eliminate most of the full risk rate triggers altogether except for structures
that are substantially damaged or improved (which has always been a trigger for full risk rates) or those that
refuse offers of mitigation. The longer phase-in could be extended further to reduce the effects on primary
households. This gives FEMA time to complete the affordability study, communities time to take actions like
joining the CRS and/or establishing other mitigation mechanisms, and property owners time to evaluate
mitigation options, obtain financing, and take action to reduce both rates and risk. ASFPM’s suggested approach
will still achieve the ultimate goal of Biggert-Waters in reforming the underlying actuarial weaknesses in the
program as it does not affect the reserve fund, the new considerations that FEMA must use to calculate annual
flood insurance rates (such as including catastrophic events), or the increased annual cap of 20%. ASFPM’s
approach will also lead to the faster transition of most properties to actuarial rates than what was occurring under
the NFIP previously — but more slowly than required under Biggert-Waters.

The provision in HR 3370 that addresses floodproofed basements appears to stipulate that the lowest floodproofed
opening in a home to be used for determining flood insurance rates. ASFPM’s concern is that any attempt to
dictate how flood insurance rates should be calculated for individual structures can result in a new subsidy within
the NFIP. Instead concrete loss experience (data) should be used to determine rates, even if the basement
exception is preserved for communities that have them. It is important that even if there are exceptions for land
use and development standards, such as the basement exception, that they may lead to more risky development
and that development should be actuarially rated on the risk itself, not an arbitrary level.
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ASFPM R dations for C: ittee Consideration. ASFPM suggests that further legislation is
necessary to address the affordability issues that have become increasingly clear since passage of Biggert-Waters.
We caution that legislation delaying implementation will not address the underlying issues, will retain the current
uncertainty for financial planning and will likely lose the incentives in BW12 to mitigate for future loss reduction.
We suggest that the Committee consider the following:

v Phase in movement of most Pre-FIRM structures to actuarial rates more slowly, between 5%-10%
Ity (versus i diate, 20%, or 25%). The lower end could be a consideration for primary
households or if Congress chooses not to provide other options to address affordability.

v" Eliminate triggers for movement to immediate full risk rates for new floed insurance policies,
lapsed policies or upon sale of a home. Preserve triggers for full risk rates for those refusing offers
of mitigation or for substantially improved/suk tially damaged properties.

v For any new, lapsed policy, or existing policy that is being phased in to full risk rates (not including
those that trigger immediate movement to full risk rates), the basis for movement to actuarial rates
would remain July 6, 2012, provided the two recommendations above are implemented and in
place. This ensures that all Pre-FIRM policies continue moving toward full risk rates but in combination
with a longer phase-in, gives property owners time fo mitigate before selling or before reaching full risk
premiums.

v Take immediate action on new and innovative affordability concepts. Authorize pilot programs to
test concepts such as:

o A group or community based flood insurance
o Means tested vouchers to assist with premium costs
o Low interest loans for mitigation to result in lower premiums

v" Provide (again) for a study of community or group based options (HR 1035 was passed by the
House but not by the Senate) and should be included in any new legislation.

v Mandate that every flood insurance policy sold under the NFIP clearly show the estimated full risk
rate and state that flood risk changes over time and today’s flood insurance rates may increase or
decrease as future flood risk is known.

v Forgive the current debt of $24 billion. Biggert-Waters reforms have put the program on a much more
solid footing going forward, however, it will take a few years to build up the reserve fund to help protect
against large losses, and to fully implement all of the other reforms under Biggert-Waters.

v Consider additional reforms to ICC so it can be more effectively used to address flood insurance
affordability issue. Such reforms would include expanding eligible elements for the mitigation options
allowed under ICC, increasing the maximum ICC claim cap from $30,000 to $50,000, and changing the
way flood insurance policies are assessed the ICC surcharge (since the average surcharge is well under
the $75 cap) so more funds can be utilized for mitigating at risk structures.

v Urge FEMA to immediately and fully implement the 2004 Changes to ICC triggering it upon any
FEMA offer of mitigation. Also, urge FEMA to explore innovative ways to utilize the trigger that
has been built into ICC since 1994 — when properties that have sustained flood damage on multiple
occasions, if the Director determines that it is cost-effective and in the best interests of the National
Flood Insurance Fund to require compliance with land use and control measures.

v Provide for a flood insurance advocate within FEMA.

v Allow for higher deductibles for residential policies, up to $10,000. Even though non-residential
policies have options for deductibles for up to $50,000, the maximum deductible for residential policies is
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$5.000. While this may not help low income individuals with affordability, it may help those with more
resources with premiums. It could also help those who are convinced they will not flood, even if they are
in a mapped Special Flood Hazard Area.

v" Request that FEMA release any draft reports or documents related to its “Rethinking the NFIP”
initiative. ASFPM believes that this report contains important research and information that has already
been undertaken by FEMA in relationship to flood insurance affordability and could inform the flood
insurance affordability study that is just getting underway.

v’ Direct FEMA to aggressively continue develop t of refi ts to rating policies within the
SFHA to provide credit to partial mitigation as well as recognize differing risks within the SFHA.

v Require FEMA to conduct a study to evaluate the resources necessary to administer the
C ity Rating System so that communities can expeditiously join and ongoing evaluations are
conducted in a timely and efficient manner. This is critically important in light of anticipated interest
in the program due to Biggert-Waters.

v Conduct a study to determine the extent to which raising premiums leads to greater mitigation—
for example, by encouraging policyholders to elevate their properties or move to less risky locations
(suggested by CBO in 2009).

v Conduct a study to determine to what extent raising premiums would increase or decrease federal
costs for disaster assistance (suggested by CBO in 2009).

Floodplain Mapping ~ Addressing Adequacy and Accuracy

Another of the important reforms in Biggert-Waters was the establishment of the National Flood Mapping
Program (NFMP). One aspect of the NFMP is that ali populated areas and areas of future population growth have
flood maps. Our nation’s current flood mapping inventory is 1.1 million miles of stream with mapped
floodplains, while we have 3.5 million miles of streams nationwide. Today, innumerable locations exist with
small populations and no flood maps or floodplains identified; this is especially true in western states. Mapping
these areas before the development occurs is important. Also, some of these areas can be mapped using automated
methods quickly and cheaply. In other areas, due to the Map Modernization program, there may be a newer
floodplain map. However, the underlying flood studies may still be 30 years old or older, and mapping methods at
that time were much different than today. The result of incomplete and inaccurate maps is that many people do
not purchase flood insurance when they need it, and others pay too much because their risk is not accurately
shown.

Earlier this year, largely in response to continual questions from Congress as to the overall scope and magnitude
needed for the flood mapping effort, ASFPM developed a cost model and released a report called Flood Mapping
Jor the Nation. The model resulted in cost estimates to provide floodplain mapping for all communities in the
nation based on the parameters specified under the NFMP. The nation has invested $4.3 billion in flood mapping
to date, and has enjoyed multiple benefits from that investment, including providing the basis for guiding
development that saves over $1 billion/year in flood damages. ASFPM’s report estimated the cost to complete
flood mapping for the nation ranges from $4.5 billion to $7.5 billion. The steady-state cost to then maintain the
data that is the basis for the nation’s flood mapping inventory ranges from $116 million to $275 million annually.
This national investment in a comprehensive, updated flood map inventory for every community in the nation will
drive down costs and suffering of flooding on our nation and its citizens, provides the best tool for managing
flood risk and building sustainable communities, and even help address the fiscal solvency of the NFIP by
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remedying a known actuarial weakness in the program (Congressional Budget Office 2009 report). Ultimately,
our report found that Congress’ authorization for the NFMP was established at an appropriate level. If we were
to, for example, fully fund a flood mapping program for 10-15 vears, we would achieve flood mapping for every
community in the nation and get the job completed.

FEMA has many flood mapping activities occurring today, despite reduced resources. RiskMAP is continuing to
be deployed and it includes a significant outreach component. There are pilots going on related to mapping of
levees consistent with FEMA’s newly updated levee mapping approach. Declining map funding is resulting in
fewer flood studies being initiated. This will result in delays in future flood maps and replicating the problem we
have right now. The Cooperating Technical Partner program continues to leverage federal flood mapping funds
with state and local resources. The Technical Mapping Advisory Committee (TMAC) is in process of being
activated — ASFPM is pleased to see this.

ASFPM has two primary N I
concerns related to the Flood Ma pping Appropriations
flood mapping program.
The first is ongoing low
appropriations. With the £200
over 50% reduction in the
amount of appropriations
that have been provided $100
over the past three years,

$250

$150

. PR 50
flood mapping activities $
have slowed significantly. s0 -
While Congress has 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
authorized an appropriate W Appropriated Funds {in miflions)

amount of flood mapping
funds, and ASFPM has helped to define how much total funding is needed, the administration continues to reduce
its budget requests for flood mapping.  Although the Congress, in recognition of the importance of flood
mapping, has consistently provided more than the budget requests, appropriations for mapping have, nevertheless,
been significantly reduced.

Depending on the priority of flood mapping by the Administration and Congress, some consideration may need to
be given to other methods to supplement the needed flood mapping budget. One approach, such as increasing the
Federal Policy Fee would result in only those who have flood insurance policies paying for new flood maps.
Perhaps a fairer approach is a transaction fee aftached to either flood zone determinations or mortgage
transactions. Such a fee would be spread to all users of flood maps since even those not in a floodplain utilize
flood mapping data to verify their status.

The second concern is related to program direction and metrics. ASFPM is concerned that RiskMAP has begun
1o focus too significantly on communities taking mitigation actions as a measurement of overall program success
and that has, in turn, driven program priorities. While ASFPM believes that such a metric is appropriate for the
NFIP overalf and even FEMA’s Unified Hazard Mitigation Assistance Program, it is not appropriate for the
nation’s flood mapping program as people taking mitigation actions is clearly out of the span of influence of the
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program itself. Rather, the program should focus on developing and providing quality flood mapping and flood
risk data and ensuring that there is a robust and successful outreach effort.

Finally, the NFMP establishes, and ASFPM supports, the notion that developing and providing flood risk data
(including mapping) coupled with robust public outreach is the primary focus of the program. One of the lessons
learned during the Map Modernization program is that outreach is an essential component of producing new flood
maps. ASFPM is seeing a much more robust outreach effort under FEMA’s RiskMAP program. However, one
concern that ASFPM has expressed to FEMA is that it is critical that the outreach as part of mapping projects
must be led and/or significantly include mapping contractors and not be done primarily by independent outreach
contractors that are not integrated into the map development or update process. Such an approach will erode
credibility in the flood maps and mapping process by the public. ASFPM hopes that FEMA is mindful of this
concern as it rebids its mapping production contracts.

Commentary on Proposed Legislation

Many complaints have emerged about accuracy of the flood risk maps. As a result, HR 3370 calls for a halt to
premium rate increases until all of the Nation’s flood maps are complete and accurate. FEMA has made
significant progress toward improving flood maps beginning with the 5 year Map Modernization project that led
to digitization of the maps. As noted earlier, this largely was not able to include the development of updated flood
risk data. It is important to note that:

e Mapping is never complete because circumstances and development change the risks.

s Maps are only as accurate as the data that goes into producing them.

e Accuracy is not the same as level of uncertainty. Less uncertainty can be purchased through investment
in more granular data.

e Investment in data costs money. Appropriated funds for flood mapping have dramatically decreased
since 2010,

HR 3370 also proposes to allow FEMA to utilize National Flood Insurance Funds to reimburse policyholders who
successfully appeal a map determination. ASFPM’s position is that after flood mapping is updated, costs for map
appeals driven for flood insurance reasons, new development in the community and other man-made changes in
the floodplain should not be borne by the Federal government. Many times, map adjustments are sought to
“refine” the map or to simply delay the map. It doesn’t mean that the map is inherently wrong because the map
was prepared with a certain precision based on costs. Rather, it is usually about fine tuning the mapping
boundaries with more granular data. There simply aren’t enough resources in the NFIP and the mapping program
to pay for all of these refinements. Such costs must be borne by those disputing the maps.

ASFPM Recommendations for Committee Consideration:

v Authorize options for FEMA to increase the flood mapping budget through means other than
appropriated funds. Such options may include increasing the Federal Policy Fee or a transaction
fee on mortgages.

v Congress should clarify the desired out for the National Flood Mapping Program so that
appropriate metrics can be developed.
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Flood Mitigation - Other Options for Addressing Flood Insurance Affordability

for Existing At-Risk Structures

ASFPM has long said that flood insurance rating reforms must also be accompanied by measures that allow
individuals to mitigate their risk and at least give options to contain or reduce the increases in flood insurance
premiums. ASFPM fundamentally believes that a mitigation approach to affordability can significantly ease the
painful transition of the NFIP to a more actuarially sound program.

Biggert-Waters took an important first step in this direction by making the flood mitigation grant programs
available under the NFIP more efficient by combining three programs into the Flood Mitigation Assistance
(FMA) program as well as retaining the $90 million authorization which was a combination of the three legacy
programs. The new, combined FMA program allows for a wide array of non-structural mitigation options and
allows for flood mitigation planning. ASFPM applauds FEMA for already producing new guidance that is being
used for the current FMA grant funding cycle. Incidentally, demand for flood mitigation under FMA grant
program remains strong. In the most recent round of funding, project applications exceeded $300 million.

While not under the purview of the NFIP, FEMA administers two other all hazard mitigation grant program that
can be used to reduce risk to floodprone structures and directly address flood insurance affordability. The Hazard
Mitigation Grant Program (HMGP) is made available after a federal disaster declaration. The Pre-Disaster
Mitigation (PDM) grant program is available on an annual basis and is especially important in states that are
infrequently affected by large disasters. ASFPM continues to be concerned that FEMA has proposed to eliminate
the PDM program the past two years. Finally, a program made available through HUD, the Community
Development Block Grant - Disaster Recovery is a flexible source of funds that can be used to provide mitigation
grants for multiple purposes after a federal disaster declaration.

But these programs, at current funding levels are not enough to address the flood insurance affordability issues.
In our recently re-released Flood Insurance Affordability paper, ASFPM makes several suggestions to use
mitigation to help with flood insurance affordability including: ’

o Creation of a means-tested voucher program that exists outside of the framework of the NFIP for those
that cannot afford the flood insurance increases. Such an approach is more focused than a discount based
on the age of a structure. However, this would only provide premium relief and does nothing to mitigate
the risk itself.

o Creation of a means tested voucher program linked with a mitigation loan. This concept has been
developed by the Wharton School at the University of Pennsylvania and can result in a triple win —~ lower
premiums for the property owner, mitigated risk to the structure, and lower costs to taxpayers.

* Authorization of flood mitigation activities under existing federal loan programs. Some states, under the
Community Development Block Grant program have developed state revolving loan programs to
undertake home repairs, weatherization improvements and promote affordability, where the loan is paid
back when the home is later sold. Such programs could be adapted to include flood mitigation as eligible
activities. Under the Small Business Administration, a pilot pre-disaster mitigation loan program in the
mid 2000s was unsuccessful in attracting interest; however, such a program may be quite popular if it
were authorized today. Finally, the Federal Housing Administration’s 203k loan program is for repairing
and rehabilitating homes that are deemed to not meet habitation standards and a mortgage through this
program atlows for the cost of the home improvement to be rolled into the primary mortgage. The
advantage of the 203k program is that it is already accessible nationwide with loan officers already
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familiar with writing such loans. These loans have been used after Sandy where property owners with
damaged homes used the program to repair and mitigate the damaged home.

e Create tax code changes to encourage mitigation. Current tax code provisions provide tax breaks for
uninsured losses, and there are considerations to provide credits for flood insurance premium increases.
Both of these send precisely the wrong message and take away the motivation for individuals to take
responsibility for their actions. A much better use of the tax code would be to provide tax credits or other
incentives for actually mitigating at risk structures. Such a program could be modeled after those used for
energy efficiency and/or special provisions made to write off the cost of mitigation measures for disaster
affected property owners.

While many of these ideas are beyond the purview if this committee; it shows the importance and
interrelationship of other programs and how they can reduce impacts caused by the NFIP transitioning to a more
actuarially sound basis.

ASFPM R« dations for C ittee Consideration:

v Increase the authorization for the Flood Mitigation Assistance Program to reflect high demand,
partially driven by Biggert-Waters reforms.

v In committee report language, express strong support for FEMA’s Pre-Disaster Mitigation
Program and its role in helping transition the NFIP into a more actuarially sound program.

Floodplain Management Regulations

As directed by the 1968 Act, future flood losses were to be mitigated through two avenues: guiding new
development away from the flood hazard areas and ensuring that any new development that did take place in the
floodplain was constructed in such a way as to minimize damage to each structure, The NFIP was designed so
that these two missions would be carried out at the state and local levels, where land use authority resides. In this
way, over the years, the potential for flood damage was to be gradually diminished. It was anticipated that state
and local governments would develop a commitment to and expertise in managing flood hazards within their
jurisdictions that would yield ongoing wise use of the nation’s floodplains into the future. To receive the
advantages of the NFIP, and help accomplish these two objectives, participating communities enact and enforce
floodplain management provisions on new development in the mapped floodplains.

Local management of floodplains and building construction goes hand-in-hand under the NFIP to achieve the
program’s goals. Buildings that comply with community floodplain management regulations not only face lower
risk of flooding but also pay premiums based on flood insurance rates that are in most cases significantly lower
than the rates charged to the older, pre-FIRM buildings. However, buildings constructed in violation of the
community’s floodplain management ordinance face much higher premiums, which can be up to thousands of
dollars a year.

While it is estimated that nationwide, buildings constructed in compliance with NFIP minimum standards avoid
over $1.5 billion in damages every year, the program has been far less successful in steering development away
from flood hazard areas. In its Final Report as part of its comprehensive evaluation of the NFIP, the American
Institutes of Research (2006) concluded “Most floodprone areas are still subject to being developed, in part
because the NFIP has no strong provisions 1o guide development away from floodplains, even those with extreme
flood hazards or valuable natural resources.” The report goes on to say that “Most natural and beneficial
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floodplain functions in the United States are still subject to degradation by development, in part because the
NFIP has not emphasized the protection of those functions and has few tools to help restore them, once
impaired.”

ASFPM believes that the NFIP should be enhanced to include common sense, proven higher standards that can
not only reduce flood losses but also steer development out of flood hazard areas. We hope that FEMA prioritizes
rulemaking to re-examine the aging minimum standards of the program.

Commentary on Proposed Legislation

The land use provisions of the NFIP have proven, over decades, to work in communities throughout the country.
Land use authority is primarily at the state and local level and the NFIP is set up to define minimum standards
(FEMA develops these by rule) that are carried out by states and communities. Floodplain regulations adopted
by communities based on NFIP minimum standards have variance provisions to accommodate unique or unusual
situations although there should be no need to issue variances frequently. This is in keeping with other land use
codes (subdivision regulations, zoning, etc.).

ASFPM is puzzled by HR 3315 that would seem to establish, at the Federal level, variance criteria for agricultural
structures, usurping state and local control, especially when the NFIP under 42USC 4022(a) already provides
relief, at the discretion of the appropriate state or local authority, from building restrictions for agricultural
structures that have been damaged or are repetitive losses. For new agricultural structures, FEMA has a Technical
Bulletin (TB-7) that describes how some agricultural structures can be wet floodproofed and not elevated. Also, it
appears that HR 3315 would seek to allow structures that would get these variances, and are therefore at much
higher risk of flooding to actually get subsidized flood insurance rates as if the flood zone did not exist on the

property at all.

ASFPM believes the proposed legislation is overly broad as it could apply to any facility supporting the
agricultural industry (and therefore include Confined Animal Feeding Operations, or agribusinesses with very
large and expensive inventories of equipment), it usurps state and local land use authority, and establishes a new
type of flood insurance subsidy just when the program is striving to be more financially stable. Also, Biggert-
Waters included a study, currently being performed by GAO, that examines the impact of Federal Floodplain
regulations and insurance mandates on agricultural areas and rural communities. This study should be completed
sometime in 2014. Finally, we must remember the lessons of Hurricane Floyd and the massive agricultural
losses. Specifically livestock losses were nearly unimaginable — over 30,000 hogs, 700,000 turkeys and 2.4
million chickens. These facilities which were flooded, nearly resulted in a public health catastrophe.

Conclusion

There will continue to be a need for federal support because the NFIP was designed to be an inclusive government
program that would help reduce both costs and consequences of flooding, shift the costs of flooding “from the
taxpayer to those who bear the risk,” and prevent future losses. The NFIP benefits the nation in more ways than
simply providing insurance. Mapping of flood hazard areas, promoting wise floodplain use and management, and
operating programs to mitigate specific flood problems have significant benefits to all levels of government,
businesses, and the public at large, not just the NFIP’s policyholders.

Testimony of the Association of State Floodplain Managers Page 16 of 17



78

The NFIP was established recognizing equity, partnership, and joint responsibility of managing the nation’s
floodplains. Equity or fairness between those that live in floodplains versus those that do not in bearing costs and
impacts of at-risk development, joint responsibilities and partnerships of all levels of government — that states and
communities also have a duty to undertake activities that reduce flood damages and losses, and partnership with
the private sector in providing insurance. Managing flood risk is not just about FEMA and the Federal
Government, yet we still have far too many policies and programs, such as disaster assistance, that reinforce the
notion that it is somehow a Federal responsibility.

The NFIP has matured in 45 years and has resulted in many successes — one of the world’s largest inventories of
flood maps, 22,000 participating communities, and many new structures that are safer than would otherwise be if
no standards for development existed. As we work to guarantee the future of the NFIP it is critical that crucial
reforms of Biggert-Waters remain in place, even if they need to be modified to address affordability and fairness
issues. We must consider the full costs of flood disasters to the nation and communities. The NFIP can not and
should not be looked at in isolation.

To review ASFPM’s Flood Mapping for the Nation Report or ASFPM’s Recommendations on Flood Insurance
Affordability paper, go to ASFPM’s website at www.floods.org and click the quick link titled “Information Page
for Biggert-Waters 2012 NFIP Reform Act Implementation.” For any further questions on this testimony contact
Chad Berginnis, ASFPM Executive Director at cberginnis@floods.org (608) 828-6338 or Meredith Inderfurth,
ASFPM Washington Liaison at (703) 448-0245
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Introduction

Good afternoon Chairman Neugebauer, Ranking Member Capuano and distinguished Members
of the Subcommittee. My name is Craig Fugate, and I am the Administrator at the U.S.
Department of Homeland Security’s (DHS) Federal Emergency Management Agency (FEMA).
It is an honot to appear before you today on behalf of FEMA to discuss the National Flood
Insurance Program (NFIP) and our efforts to implement the Biggert-Waters Flood Insurance
Reform Act 0f 2012.

In my testimony today, I will discuss the NFIP; the changes FEMA is making as a result of the
Act; the role of flood maps and levees; and steps property owners can take to mitigate against
flood damage.

Flooding and the Need for a National Program

Flooding has been, and continues to be, a serious risk in the United States. Most insurance
companies have historically excluded flood damage from homeowners insurance because of
adverse selection ~ only those most susceptible to flooding will purchase coverage. To address
this need, Congress established the NFIP in 1968 to make flood insurance available, identify
flood risks and encourage sound local flood risk. management. The NFIP is administered by
FEMA.

The NFIP was broadened and modified with the passage of the Flood Disaster Protection Act of
1973 and other legislative measures. It was further modified by the National Flood Insurance
Reform Act of 1994 and the Flood Insurance Reform Act of 2004. The most recent reforms have
come after numerous short-term reauthorizations and lapses in Program authority over the past
several years.

About 40 percent of the U.S. population lives in counties that border the ocean or Great Lakes
and are directly ot indirectly affected by flood risk, and most U.S. counties contain rivers and
streams that present flood hazards. Moreover 5.6 percent of the U.S. population lives in the
highest risk coastal and riverine flood hazard areas, making flooding the most costly and
prévalent natural risk in the United States. Additionally, sea level rise, climate change,
urbanization and other factors may lead to even more Americans living in high flood risk areas in
coming years.

The NFIP serves as the foundation for national efforts to reduce the loss of life and property
from flood disasters that may occur. The Program is designed to insure against, as well as
minimize or mitigate, the long-term risks to people and property from the effects of flooding, and
to reduce the escalating cost of flooding to taxpayers. The NFIP works closely in partnership
with Write Your Own (WYO) insurance companies to market, sell, administer and adjust claims
for policyholders. By encouraging and supporting mitigation and floodplain management efforts,
the NEIP is estimated to save the nation $1.6 billion annually in avoided flood losses.
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Today, almost 22,000 communities in all states and territories participate in the NFIP, with
5.6 million NFIP policies providing over $1.2 trillion in coverage.

The NFIP was, by statute and design, not actuarially sound. Specifically, 20 percent of
policybolders, including many of the NFIP’s highest risk structures, paid premiums that were
less than actuarially sound and the government was subsidizing on average 60 percent of the
loss. The debt resulting from Hurricanes Katrina and Sandy, the two costliest storms in NFIP
history, illustrate the financial challenges for the NFIP that the Biggert-Waters Flood Insurance
Reform Act of 2012 aimed to address. Significant concentrated losses in high policy coverage
areas could set the program up for future losses beyond the authorized borrowing authority. In
addition, the financial challenges are heightened due to subsidies and grandfathering that were
established to encourage older structures to participate in the Program and make premiums
affordable for these policyholders in high risk areas.

Pursuant to the statute before the Biggert-Waters Flood Insurance Reform Act of 2012, FEMA
established subsidies for owners of existing homes and businesses built prior to the initial Flood
Insurance Rate Map (FIRM) and made them eligible to purchase insurance at subsidized rates. In
other words, a building built before flood risk was known, and at an elevation below the one-
percent annual chance flood, could be insured at a rate substantially less than their real risk rate.

The NFIP collects more than $3.5 billion in annual premium revenue, and FEMA estimates that
an additional $1.5 billion annually is needed from subsidized policyholders.

FEMA also established grandfathered rates to address rates for structures built in-compliance
with existing FIRMs that experienced subsequent increases in flood risk. FEMA allowed those '
structures to grandfather according to the risk identified on the earlier FIRM, and did not adjust
premiums to reflect the current risk. Grandfathered properties are not subsidized by the Program,
and FEMA establishes cross subsidies within classes of structures to maintain the actuarial
integrity of the rate structure.

This annual premium shortfall during catastrophic flooding events, such as Hurricanes Katrina
and Sandy, required FEMA 1o use its statutory authority to borrow funds from the U.S.
Department of Treasury. These funds were used to pay covered flood damage claims to
policyholders. Although payments have been made to reduce this obligation, $24 billion in debt
remains.

Biggert-Waters Flood Insurance Reform Act of 2012

Congress determined that further reforms were needed to make sure the NFIP was financially
sustainable.

To execute these reforms, Congress passed the Biggert-Waters Act. The law required changes to
all of the major components of the program, including flood insurance, flood hazard mapping,
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grants and the management of floodplains. Many of the changes are designed to strengthen the
fiscal soundness of the NFIP by ensuring that flood insurance rates more accurately reflect the
real risk of flooding. The changes are being phased in over time, beginning this year. Biggert-
Waters also reauthorized the NFIP for five years, which injected confidence and stability into the
real estate and mortgage markets.

Removal of Subsidies and Grandfathered Rates

Biggert-Waters ushered in changes that will lead to premium rate increases for some — but not all
~ policyholders over time.

Today, I would like to focus on the sections of the Act that remove subsidies and grandfathered
rates. Currently, approximately 20 percent of policyholders, representing approximately

1.1 million of the 5.6 million NFIP policies, now pay subsidized rates. As FEMA implements
the changes stipulated in the Biggert-Waters legislation, these policyholders will eventually pay
rates that reflect actual risk to their properties. The remaining 80 percent of policyholders will
not see increases as a result of this change, although it is possible that their rates will increase if,
in the future, new maps reveal higher risk under the phase-out of grandfathered rates required by
the legislation, '

Specifically, the following changes for subsidized policyholders will be or have already been
implemented due to the legislation:

* Beginning January 1, 2013, owners of properties previously eligible for subsidized rates
on non-primary/secondary residences in a Special Flood Hazard Area (SFHA), saw a
25 percent increase annually in their rates, as required by the law, which will continue
until rates reflect true risk.

* We anticipate that under a final rulemaking, owners of substantially damaged or
improved properties previously eligible for subsidized rates will see a 25 percent rate
increase annually, as required by the law, until rates reflect true risk.

* On October 1, 2013, owners of subsidized policies on business/non-residential properties
and severe or repetitive loss properties in d Special Flood Hazard Area began to see
25 percent rate increase annually, as required by the law, until rates reflect true flood risk.

All subsidized properties, including primary residences, will move immediately to actuarial rates
if:

o The policy lapses;
» The property suffers severe, repeated, flood losses; or
+ The property is purchased.
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Each property’s risk is different. Some policyholders may reach their true risk rate after less than
five years of increases, while other policyholder increases may go beyond five years to get to the
full risk rate required by the new law.

With regard to grandfathered rates, additional changes to premium rates may also occur upon
remapping. We are evaluating when it is administratively feasible to implement these rate
changes.

When a map is revised or updated, grandfathering will no longer be available. Grandfathering is
applied in two situations: to allow policyholders in a Special Flood Hazard Area built in
accordance with flood maps to keep rates that reflected that compliance even if a later map
would increase their premium; and to enable structures built outside of the Special Flood Hazard
Area and later remapped into the Area to purchase insurance based on an average cross-
subsidized rate. The Act replaces the policy of offering grandfathered rates with a five year
phase-in to rates that reflect the current risk when a FIRM is revised or updated.

The Role of Flood Maps and Levees

Mapping and identifying flood hazards enables informed, smart developxrient and encourages
communities to adopt and enforce minimum floodplain management regulations. These efforts
minimize the financial impact of flooding on individuals and businesses, and mitigate the effects
of flooding on new and improved structures.

FEMA consistently releases new flood maps and data, giving communities across America
access to helpful, authoritative data that they can use to make decisions about flood risk,
enabling safer development and rebuilding following disasters.

These maps, called Flood Insurance Rate Maps (FIRMs), are critical not just because they give
communities the information they need to help avoid future risk, but because they also help set
actuarially sound insurance rates. Thus, FEMA is committed to ensuring that FIRMs are both
accurate and reflect current risk.

To develop FIRMs, FEMA contracts with trusted, credible, credentialed and experienced
engineering firms to map communities. To ensure that the maps incorporate the most current and
accurate supporting data, FEMA engages State and local governments, the public broadly,
professional engineers and licensed surveyors in all phases of map production, from data
acquisition through flood hazard analyses, and uitimately to floodplain delineations. During the
process of community input, FEMA encourages individuals and communities to provide their
own data for FEMA’s consideration. Finally, FEMA vets and publishes each individual map, and
then each community follows its own established process to gather additional community input
and formally adopt the maps at the local government level.
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To ensure further transparency, FEMA also publishes a Flood Insurance Study (FIS) that
supports the information on the FIRM. These FISs outline exactly how the map was produced,
what data and standards were used to support it, who collected that data and when, and how
specifically the hazards along each flooding source were analyzed.

In 2013, as part of the National Academy of Sciences (NAS) review of Levees and National
Flood Insurance Program, the NAS determined that FEMA’s new Levee Analysis and Mapping
Procedure is founded on sound algorithms with sound science and engineering behind them and
follows established approaches to hydrology and hydraulics.

FEMA is continually working to improve its mapping standards and map production process and
is required to review community flood maps every five years and assess whether to revise or
update them based on current conditions. Flood hazard conditions are more accurately captured
now as a result of FEMA’s Risk Mapping, Assessment, and Planning (Risk MAP) program.

FEMA began implementing the Risk MAP program at the start of Fiscal Year (FY) 2009. Risk
MAP not only addresses gaps in flood hazard data, but uses that updated data to form a solid
foundation for risk assessment and floodplain management, and to provide local, state and tribal
governments with information needed to mitigate flood-related risks. Risk MAP is introducing
new products and services extending beyond the traditional digital flood maps produced in Flood
Map Modernization, including visnal illustration of flood risk, analysis of the probability of
flooding, economic consequences of flooding and greater public engagement tools. FEMA is
increasing its work with officials to help use flood risk data and tools to effectively communicate
risk to citizens, and enable communities to enhance their mitigation plans.

FEMA has initiated 600 Risk MAP projects affecting 3,800 communities and addressed their
highest priority engineering data needs, including coastal and levee areas.

Regarding levees, FEMA has also reviewed its approach to mapping flood hazards with respect
to non-accredited levees, FEMA recognizes that levee systems that do not fully meet the
requirements for accreditation may still provide some measure of flood risk reduction.

As a result, FEMA is introducing a new approach of targeted modeling procedures to replace the
previous “without levee” approach, that did not recognize a non-accredited levee as providing
any level of protection to communities behind the levees during the base (1-percent-annual-
chance) flood. These procedures better characterize actual conditions that a community may
encounter when addressing non-accredited levees or levee systems.

FEMA devised this new approach by leading a multidisciplinary project team comprised of
representatives from FEMA, the U.S. Army Corps of Engineers, and experts from the academic
and engineering communities to evaluate technical options for non-accredited levees. The
FEMA-led team explored a broad spectrum of levee analysis and mapping procedures. Based on
the results of the development, testing, review and public comment efforts, FEMA created and is
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implementing a levee analysis and mapping approach that is flexible and will produce more
precise flood hazard maps and supporting data where levee systems are involved.

FEMA will use these new procedures to produce FIRMs, Flood Insurance Study reports, and
related products for communities and Tribes impacted by non-accredited levee systems. A core
goal of the new procedures includes identifying more precisely the flood hazard associated with
levee systems and reflecting the results in the mapping. An important outcome of the effort is
also increasing the credibility of FIRMs where non-accredited levee systems exist.

The new approach, accompanied by operating guidance, will be applied to a limited number of
projects during FY 2013, and other future mapping projects will be prioritized as additional
funding is available.

FEMA Regional Offices will be in contact with communities to identify participants for a
discussion about their local levee system and to facilitate a Local Levee Partnership Team as
needed. This team will be comprised of FEMA and community representatives to provide input
and guide the implementation of the approach.

Eduecating Stakeholders and Implementing the Provisions of Biggert-Waters

FEMA has undertaken significant steps to inform its policyholders and stakeholders about these
changes to the NFIP, including educating:

Insurance agents selling flood insurance;

Realtors, the banking community, floodplain managers, insurance executives and others;
Political leadership at local, state, tribal and federal levels;

Disaster survivors so they can be informed should they choose to rebuild; and

Affected policyholders, who will receive notification from their insurance company in
their bills explaining changes.

The Act has also necessitated programmatic changes to the NFIP itself, including its processes
and regulations. Areas specifically impacted by Biggert-Waters include actuarial sciences,
insurance underwriting, floodplain management and floodplain mapping.

FEMA is actively meeting with affected communities throughout the country to discuss these
changes. This summer, Associate Administrator for Federal Insurance and Mitigation David
Miller traveled to Louisiana and Mississippi to see and hear first-hand the potential impacts of
the law on policyholders. Additionally, many FEMA staff participated in outreach meetings with
national and regional associations and communities to provide information on the new law.
While in the Gulf Coast region, it was very clear that there are challenges to implementing the
law when premiums may exceed $10,000 or in more high risk areas where homes are not easily
elevated or bought out, In the Gulf Coast, many policyholders are required to have insurance and
live near the industry jobs that support our national economy. In states with recent disasters like
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New Jersey and New York, communities are going through the process of adopting new maps as
a result of increased risks found in mapping completed both pre-and post-disaster.

The Role of Mitigation in Affordability

As the NFIP transitions toward full risk rates, there will be significant increases in premiums for
some subsidized and grandfathered structures. Individuals whose properties are at risk of
flooding may lack the resources to make prudent risk management and mitigation decisions,
including the decision to relocate, mitigate or purchase adequate insurance.

Pursuant to the provisions in Biggert-Waters, FEMA is charged with completing a study with the
National Academy of Sciences to explore ways to: encourage/maintain participation in the NFIP,
methods to educate consumers about the NFIP and flood risk, and methods for establishing an
affordability framework for the NFIP, including implications of affordability programs for the
NFIP and the Federal budget. The Academy estimates that it will likely take at least two years to
complete the study due to the need to obtain data on policy-holders and their incomes.

“There are steps the public can take to minimize their risk of damage should a flood occur, as well
as to reduce premiums. FEMA’s Hazard Mitigation Assistance (HMA) programs provide funds
for projects that reduce the risk to individuals and property from natural hazards. These programs
enable mitigation measures to be implemented before, during and after disaster recovery. Local
jurisdictions develop projects that reduce property damage from future disasters and submit grant
applications to the state. The states submit applications to FEMA based on state criteria and
available funding. The HMA programs include:

s Hazard Mitigation Grant Program (HMGP) - The Hazard Mitigation Grant Program
provides grants to implement long-term hazard mitigation measures after a major disaster
declaration. The purpose of HMGP is to reduce the loss of life and property due to
natural disasters and to enable mitigation measures to be implemented during recovery
from a disaster.

e Mitigatien Assistance Grants - The Mitigation Assistance Grants program provides funds
from the National Flood Insurance Fund on an annual basis so that measures can be taken
to reduce or eliminate risk of flood damage to buildings insured under the NFIP.

FEMA encourages property and business owners concerned about potential rate increases as a
result of Biggert-Waters to contact their local community planning, emergency management or
State Hazard Mitigation Officer to learn more about implementing these mitigation efforts.

Conclusion

FEMA administers the NFIP to help communities increase their resilience to disaster through
risk analysis, risk reduction and risk insurance. The NFIP helps individual citizens recover from
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the economic impacts of flood events, while providing a mechanism to reduce exposure to
flooding through compliance with building standards and encouraging sound land-use decisions.

FEMA looks forward to working with the Congress as Biggert-Waters is implemented.

Thank you again for the opportunity to appear before you today. I am happy to answer any
questions you may have.
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Testimony of Michael Hecht
President and CEO of Greater New Orleans, Inc.
Before
The House Financial Services Committee Subcommittee on Housing and Insurance
November 19,2013

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
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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
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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.
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Testimony on:

Implementation of the Biggert-Waters Flood Insurance Act of 2012:
Protecting Taxpayers and Homeowners

Douglas Holtz-Eakin, President”
American Action Forum

Committee on Financial Services
Subcommittee on Housing and Insurance
U.S. House of Representatives
November 19, 2013

“The views expressed here are my own and not those of the American Action Forum. I
thank Satya Thallam for his assistance in preparing this testimony.
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Chairman Neugebauer, Ranking Member Capuano and members of the Subcommittee
thank you for the privilege of appearing before you. In this testimony, I hope to make three
main points:

* The National Flood Insurance Program (NFIP) has a history of underpricing that has
produced chronic program financial deficits and poor economic incentives;

¢ The Bigger-Waters Insurance Reform Act of 2012 undertook the desirable reforms
of updating and making more accurate the flood maps used in assessing risk and
adjusting premiums to more accurately reflect risk. The basic character of these
reforms should be preserved; and

* There are policy options regarding the transition to accurate insurance rates or
complements to improved insurance pricing that Congress may wish to consider.

In what follows, I will elaborate.

Introduction

In an attempt to create a robust national market in flood insurance in 1968 Congress
created the National Flood Insurance Program (NFIP). Over time, this program would
experience significant growth to the point where it is now “one of the longest standing
government-run disaster insurance programs in the world."

The creation of the NFIP followed a previous attempt by Congress ~ the Federal Flood
Insurance Act of 1956 - to facilitate a primarily private flood insurance market. This Act
met with little interest owing to the peculiarities of this type of insurance, in particular the
fact that policyholders’ losses occur at the same time. The result is that losses “are low or
nonexistent in some years and then sky-high in other years.”?

The average amount of coverage per policy, the population in coastal and other high risk
areas, and insurance take up rates have all increased over the life of the program, resulting
in significant growth overall in the size and scope of the NFIP.

The Nature of Flood Insurance
The cost, or expected payout, for a flood insurance program is driven by two components:

¢ Flood risk. The likelihood of major weather and geological events that cause
flooding is controlled by nature. However, the way these risks are reflected in

1 Erwann 0. Michel-Kerjan, “Catastrophe Economics: The National Flood Insurance
Program,” Journal of Economic Perspectives, Vol. 24, Iss. 4, pp. 165-86, Fall 2010.
2 Ibid.
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insurance pricing is dependent on the accuracy of Flood Insurance Rate Maps
(FIRMs), weather modeling, and other predictive measures. Outdated assessments
lead to underpricing, program financial shortfalls, and growing long-term program
debt.

* Behavioral choices. People ultimately choose where build and how much value to
put at risk. The location of new construction, the size and value of buildings
constructed, the steps taken to mitigate risk, and so forth are all economic decisions
influenced by the risk borne by private sector decision makers, While no one
chooses when and where a storm will hit, someone does decide if they will build or
live in a particular area. This nonrandom portion of risk is affected by public actions
{public infrastructure such as levees), private actions (building enhancements
mitigate impact), and hybrid actions {local zoning ordinances). The issue is not
whether a person ought or ought not live in a particular area, but the cost of doing
s50. As one economist recently put:

Subsidized premiums encourage the over-population of flood-prone regions, as
well as discourage residents of those areas from taking appropriate care to
protect their properties from flood damage...Allowing these premiums to rise to
unsubsidized levels would ~ by encouraging people to make more prudent
decisions regarding where to live and about how to protect their properties -
reduce both the property damage and the number of fatalities caused in the
future by storms, heavy rains, and swelling rivers.?

Proper pricing of flood insurance risk means that construction decisions are fully informed
by the likely costs. If so, the location and scale of construction will put at risk value equal to
the cost of insurance. Accordingly, premiums will on average cover the losses due to
disaster. A consistent pattern of shortfalls suggests that premiums are too low and excess
value is being put at risk.

The Financial Condition of the NFIP

There are essentially three phases to the financial history of the National Flood Insurance
Program. From the program’s inception to 1986, its operations were supplemented by
Congressional appropriation. From 1986 until 2005, the program was self-sustaining
through policy premiums and fees. However, “in 2005, the NFIP incurred approximately
$17 billion in flood claims caused by Hurricanes Katrina, Rita, and Wilma.”* In 2005 alone,
losses exceeded premiums by $15.5 billion.5 Under the conditions of the program interest

3 Donald Boudreaux, “Premium Politics,” Open Letter to Sen. Robert Menendez, Café Hayek,
blog post, October 31, 2013, http://cafehayek.com/2013/10/premium-politics.html.

+ Rawle O. King, “National Flood Insurance Program: Background, Challenges, and Financial
Status,” Report 7-5700, Congressional Research Service, july 1, 2011,
http://www.fas.org/sgp/crs/misc/R40650.pdf.

5 NFIP statistics, calculated by author.




97

is owed on funds borrowed to cover program deficits, which further deepens the financial
hole.

As a recent Government Accountability Office (GAQ) report put it:

The potential losses generated by NFIP have created substantial exposure for the
federal government and U.S. taxpayers. While Congress and Federal Emergency
Management Agency (FEMA) intended that NFIP be funded with premiums collected
from policyholders and not with tax dollars, the program was, by design, not
actuarially sound. As of November 2012, FEMA owes the Treasury approximately $20
billion—up from $17.8 billion pre-Sandy—and had not repaid any principal on the
loan since 2010.6

In January of this year, Congress increased the program’s borrowing authority to $30.4
billion in order to meet immediate and ongoing needs related to Superstorm Sandy. This
represented an increase of $9.7 billion, or nearly 47 percent.”

The GAO report goes on to say this underfunding and heavy borrowing need was
predictable given “structural weaknesses” in the program.8 In fact, by at least one measure
of the financial health of the program ~ cumulative “total operating result™ - the NFIP has
never been in the black. Since the program is not run as a profit-making enterprise, this
shouldn’t be too much of a surprise. However, this cumulative total operating result has
been growing more negative over time.!? An appropriately operated program should have
a total operating condition that hovers around zero. In inflation-adjusted terms, the NFIP
“has continuously been running a deficit since its inception in 1968."11 That cumulative
deficit was $1.5 billion in 2004, which may have been manageable, before the major events
of 2005 hit.

As the figures in the appendix illustrate, the NFIP has grown inexorably larger on almost all
margins over time: total coverage amount, number and total losses paid out, number of
policies, losses per policy, and coverage per policy have all increased substantially since
1978, and continued to increase since 2005, Between 1978 and 2012 there was a $1.24
trillion increase in total coverage and $194,791 increase in coverage per policy. More

6 .S, Government Accountability Office, “High Risk Series: An Update,” Report to
Congressional Committees, GAO-13-283, February 2013,
http://www.gao.gov/assets/660/652133.pdf.

7 Ibid.

8 Ibid.

9 Total operating resultThis is calculated as: (premiums + other earnings) - (claims +
operating expenses).

10 Sypra note 1, at figure 3.

i1 Supra note 1.
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recently, from 2006 to 2012 there was a $239 billion increase in total coverage and
$38,573 increase in coverage per policy.12

It can be tempting to look at 2005 and 2012 as relatively freak events, unlikely to repeat in
the near future. Unfortunately, similar events are bound to occur in the future. Another
Hurricane Katrina or Superstorm Sandy, whenever it occurs, may take with it any hope that
the National Flood Insurance Program can be saved. That is, unless necessary reforms can
be implemented without delay.

The Biggert-Waters Insurance Reform Act of 2012

Congress undertook reforms in the Bigger-Waters Insurance Reform Act of 2012. The Act
has been interpreted as the source of higher costs - a news story last month highlighted
various homeowners facing rising flood insurance premiums.!3 It is typical of many stories
that single out the impact of rising premiums, especially for those in high-risk coastal areas.
These stories miss the key point: the costs are not new; they are simply beginning to be
reflected in the price of insurance. Ultimately, the costs of the NFIP are paid - either by
spreading them among policyholders, or by taxpayers who will end up footing a larger and
larger bill over time.

The recent reforms simply reduce the cross-subsidization of risk and more closely align
risk and price for policyholders. The main thrusts of the recent NFIP reform is primarily
two-fold: '

* Update and make more accurate the flood maps used in assessing risk; and
* Adjust premiums to more accurately reflect risk

These objectives should be wholeheartedly applauded. By eliminating subsidized rates on
new policies and loss repeating properties, reform goes a long way toward a more
sustainable flood insurance program. However, as the GAO notes, even if the program’s
current debt obligations were completely forgiven, rate increases for subsidized policies
would necessitate 150 to 325 percent increases to generate sufficient reserves.1*

Policy Options
From an economic perspective, the preferred policy is a program that accurately assesses

risks and aligns program premiums with expected costs. While the recent reform

12 NFIP data, calculated by author.

13Les Christie, “Flood insurance costs soaring for thousands of homeowners,”
CNNMoney.com, October 21, 2013, http://money.cnn.com/2013/10/21 /real estate/flood-
insurance/.

14 Supra note 6.
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legislation moves towards that goal, in recent months there has been significant pushback
on implementation of the reform.5 There are, however, options that may improve the
financial condition of the NFIP, move toward the preferred policy, but generate less near-
term disruption.

Grandfather existing policies. Although this has the disadvantage of accepting
underfunding of existing policies, it avoids rate shock. For new buyers of existing
properties and new construction, the reformed actuarial rate would be fully applicable.
Notice that because buyers will recognize their higher flood insurance premiums, bids for
risky property will be reduced. This eases the net financial burden on the buyer and sends
the market signal that less value should be exposed to flood risk.

Existing policyholders could still be subject to rate increases, but these increases could be
capped at a maximum, say 10 or 20 percent, per annum. Taken together, the policy of
unsubsidized rates for new buyers and builders and a gradual phase-in for existing policies
will arrest the growth in underfunding of the overall program, properly align incentives for
future development and population location, and gradually bring the program into
operational solvency.

Give more discretion to states. Participation in the flood insurance program is subject to
community adherence to building standards and certain disaster readiness concerns. As
mentioned above, the damage done by flooding is determined by nature, as well as private
and public decisions. Portions of the program could be devolved to the states, such as
gathering necessary data for updating of the flood maps, verification of coverage, etc.

Additionally, actual flood risk is affected by levees, dams, and other infrastructure that may
more appropriately provided by state and local authorities. Under the NFIP, federal
taxpayers pick up the bill, leaving states with insufficient incentive to provide this
infrastructure.

In order to provide the proper incentives, the state-by-state difference between NFIP
premiums actually paid and the appropriate premium amount could be calculated over a
fixed, rolling time frame (for example, 10 years). This amount could then be offset (in
whole or part) with reduced funding in the FEMA emergency grant formula, This
effectively uses reduced subsidies in one kind of insurance - FEMA post-event disaster
relief is a de facto insurance - to offset subsidies in another.16

15 For example, the group “Stop FEMA Now” and legislation introduced by Sen. Mary
Landrieu (hitp;//www.]andrieu.senate.gov/?p=press release&id=3751).

16 Robert Litan, Sharing and Reducing the Financial Risks of Future ‘Mega-Catastrophes,”
Issues in Economic Policy No. 4, Brookings Institution, March 2006,
http://www.brookings.edu/~/media/research/files /papers/2006/3 /business%20litan02
/200603 iiep litan.pdf.
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Means-test premium increases. Popular opposition to the reform stems from the saliency
of rate increase shock. Although the reform allows for a gradual phase-in, even modest
percentage increases in rates may be especially difficult for low-income or liquidity-
constrained policyholders to afford. A more income-based phase-in could mollify much of
the pushback. If income verification proves impractical, property value (if an owner-
occupied first home) could be a useful proxy, with full rate increases for second or vacation
homes.

Mitigation credits. Expected program costs are affected when policyholders take steps
toward risk mitigation. If premiums do not reflect the lower risks, homeowners may not
undertake desired mitigation. NFIP could provide credits on rates or deductibles with
proof of having taken some of these steps (the program already provides premium
reduction credits for community-based activities).}” These credits could also be income-
scaled.

Thank you and I'look forward to answering your questions.

17 “National Flood Insurance Program Community Rating System,” Federal Emergency

Management Agency, updated 11/05/2013, http://www.fema.gov/national-flood-

insurance-program-community-rating-system.
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Chairman Neugebauer, Ranking Member Capuano, Members of the Subcommittee on Housing
and Insurance, | am pleased to appear before you today on behalf of the National Association of
Home Builders (NAHB) to share our concerns with the implementation of the Biggert-Waters
Flood Insurance Reform Act (Biggert-Waters Act). NAHB appreciates the opportunity to offer
some solutions and comment on several legislative proposals. My name is Barry Rutenberg
and | am a home builder from Florida and NAHB's Immediate Past Chairman of the Board.

NAHB represents over 140,000 members who are involved in building single family and
multifamily housing, remodeling, and other aspects of residential and light commercial
construction. Collectively, NAHB’s members employ over 1.26 million people and construct
approximately 80 percent of all new housing in America each year. As a leading advocate for
the residential construction industry, NAHB promotes policies that maintain housing as a
national priority.

Since 1968, the Federal Emergency Management Agency's (FEMA) National Flood Insurance
Program (NFIP) has played a critical role in directing the use and development of flood-prone
areas and managing the risk of flooding for residential properties. NAHB members depend
upon the NFIP to be annually predictable, universally available, and fiscally viable. A strong
national flood insurance program helps ensure that the housing industry can continue to provide
safe, decent, and affordable housing to consumers.

While NAHB supported the passage of the Biggert-Waters Act to ensure the continuation of the
NFIP program, NAHB’s members from across the country are extremely concerned about the
dramatic flood insurance premium rate increases that are now occurring as well as the negative
impact these increases are having on the sale, construction, and remodeling of homes in
affected communities.

BACKGROUND:

The NFIP provides flood insurance to over 5.6 million policyholders nationwide, enabling
homeowners to protect their properties and investments against flood losses. The NFIP also
creates a strong partnership between state and local governments by requiring them to enact
and enforce floodplain management measures, including building requirements that are
designed to ensure occupant safety and reduce future flood damage. This partnership, which
depends upon the availability of comprehensive, up-to-date Flood insurance Rate Maps
(FIRMs) and a fiscally solvent federal program, allows local communities to direct development
where it best suits the needs of their constituents and consumers.

This arrangement has, in large part, worked well. Unfortunately, the losses suffered in the 2004
and 2005 hurricane seasons, including the devastation brought about by Hurricanes Katrina,
Rita and Wilma, and most recently, Superstorm Sandy, have severely threatened the solvency
of the NFIP, now $24 billion in debt to the U.S. Treasury.

The Biggert-Waters Act was enacted last year to provide a five-year reauthorization of the NFIP
and ensure the long-term fiscal stabifity and soundness of the program. While NAHB supported
many of the reforms as necessary for the viability of the overall flood insurance program, we
expressed concerns about the impact the changes could have on insurance availability and
affordability.
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Unfortunately, now that the Biggert-Waters Act is being implemented, NAHB's concerns about
the unintended economic consequences that could occur in specific housing markets are
proving to be true.

BIGGERT-WATERS ACT FLOOD INSURANCE RATES:

As part of the effort to ensure the fiscal soundness of the NFIP, the Biggert-Waters Act
mandates that all policyholders will eventually pay the full actuarial risk rate for their properties.
While most properties insured by the NFIP already pay full-risk rates, just over 20% of
policyholders receive subsidized rates, generally paying between 40-45% of the actuarial
premium. Those rates tend to belong fo structures (known as pre-FIRM) that were built pre-
1974, or before the first FIRMs were established for a respective community. FEMA has aiso
allowed “grandfathered” properties to pay less than the actuarial rate. Grandfathered
policyholders are those who are aliowed to continue paying lower-risk premium rates because
their home was built to meet previous flood risks, even if a more recent flood map has located
them in a higher-risk zone.

Under the Biggert-Waters Act:

s Any pre-FIRM or grandfathered property that is sold will immediately shift to a full-risk
rate.

« Al pre-FIRM business and severe repetitive loss (SRL) policyholders will see a phase-in
to the full-risk rate over four years (with premiums increasing 25% of the full-risk rate on
the annual renewal date (effective October 1, 2013)). Similar rate increases for policies
on second homes began on January 1, 2013.

« All pre-FIRM and grandfathered policyholders will see a phase-in to the full-risk rate over
five years (with premiums increasing by 20% of the full-risk rate each year), after FEMA
redraws all flood maps using scientifically based data to show the true risk of flooding,
and provide a clearer picture of where actuarial rates should be set.

s Any pre-FIRM or grandfathered properties that undergo renovation resulting in
“substantial improvement” of 30% or more of the market value of the structure will see a
phase-in of the full-risk rate over four years (with premiums increasing 25% of the full-
risk rate a year).

As these changes are put into effect, NAHB is hearing from members across the country who
are distraught over the dramatic rate increases their customers are facing. In fact, some
members are already seeing rates increased by more than ten times what they were previously
paying.

For example, a builder in Louisiana bought a home and due to inaccurate mapping the fiood
insurance rates on his home have increased from $412 to the full-risk rate of over $13,000.
Another New Orleans couple had to cancel the purchase on their first home due to flood
insurance rates increasing from $2000 to $6550. The combination of inaccurate mapping into
higher risk zones and the immediate shift to full-risk rates at the time of sale have resulted in
increases that have priced prospective buyers out of their developments and forced the
cancellation of sales negatively impacting the local economy. (See Appendix A)
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Rate Increases on Sales of Homes

NAHB believes a financially stable NFIP s in the nation’s best interest, yet we are alarmed by
the impact these exireme rate increases are having on the housing industry and the overall
economy. The immediate adjustment of flood insurance premium rates to actuarial rates at the
time of purchase is already deterring prospective homebuyers from purchasing pre-FIRM
properties. Further, the prospect of higher flood insurance rates may decrease property values
in floodplains, as prospective buyers will factor the immediate increase into the price of the
property. We have already heard of cases in Pennsylvania, Florida, Louisiana, Massachusetts,
North Carolina, and South Carolina where pending sales were canceled at the last minute
because of sticker shock over the marked increase in flood insurance rates. (See Appendix B)

Because NFIP’s mandatory purchase requirement stipulates that all federally backed mortgages
located within Special Flood Hazard Areas (SFHAs) be covered by flood insurance, NAHB is
concerned that many prospective homebuyers could be prevented from qualifying for a
morigage under normal morigage underwriting standards. Using NAHB's Household Priced-
Out Model, we estimate that nearly two million households could be priced out of the market
because they can no longer qualify for a traditional residential mortgage under the slated rate
increase for pre-FIRM properties.

Concerns about affordability also stem from the fact that over 17 million Americans live in the
100-year SFHA. According to a recent U.S. Department of Housing and Urban Development
(HUD) study, over 40% of these households were categorized as being Low to Median Income
(LMI). These households are going to find any increase in NFIP rates unaffordable, effectively
pricing them out of the NFIP and possibly their homes.

Given the current state of tight credit conditions, which are preventing many prospective
homebuyers from even qualifying for a morigage, it is clear that requiring full-risk rates to be
paid upon sale or transfer for historically subsidized and previously grandfathered properties will
have a negative impact on many local housing markets at a time when the U.S. housing
recovery remains fragile and uneven.

Moreover, those effects will not be limited to the sale of existing homes; it will also impede the
sale of new homes in communities with pre-FIRM and grandfathered properties. Homsowners
may be unable to sell their current homes, and may be removed from becoming “move-up
buyers” of newly constructed homes.

Although the brunt of the effects will be experienced by those who hope to purchase older
properties, the trickle-down effects will harm states, municipalities, developers, builders,
remodelers, real estate agents, neighbors and ultimately, property owners.

Phase-in for Non-Primary Residences

Non-primary residences (second homes) play an important role in the economy. NAHB
estimates that the dollar value of the stock of vacation homes in the U.S. is more than $1.4
trittion. Further, those homes generate on average more than $14 billion in annual property tax
revenue.

Unfortunately, the rate changes being implemented under the Biggert-Waters Act are leaving
many second homes unaffordable for their owners. For example, a house in Top Sail Beach,
North Carolina, had an annual premium of $3,300 since 2011 that has increased to over
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$15,000 in 2013. Over the next four years, it is anticipated that this property's annual premium
will increase to over $59,000. Such drastic increases have left many families around the
country reeling. (See Appendix C)

While many believe that second homes are all expensive beach properties, the reality
(according to the 2011 Consumer Expenditure Survey) is that the median income of families
with a second home is a modest $71,344. Middle class families who own a place to get away
for the weekend, like a fishing or hunting cabin, are the ones facing significantly higher rates.
Additionally, there are many instances where families may have no choice about having a
second property that needs flood insurance. For example, in this fragile economy it is not
unheard of for a family to relocate for a job to a new home in a different town while not being
able to sell their other home, and both properties would require flood insurance.

Making matters worse for many families, FEMA has also changed the definition of second
homes to “a building that will not be fived in by the insured or the insured’s spouse for at least
80% of the 365 days following the policy effective date.”

Under their new definition, a resident must spend 80% of the year (or 292 days) in one
residence to qualify it as their primary home. That means that if they spend more than seventy-
three days living somewhere else during a given year they might end up with both homes
designated as non-primary residences for flood insurance rates. This is extremely troubling for
my home state of Florida which is a haven for the so-called *snowbirds”; many of whom have
two homes in flood-zones; and as a result will face the new premium increases on both homes.

This will also affect our men and women in uniform — who may own a home, but rent it out while
they are deployed — and anyone who splits their time between two residences during the week
for work (as many who live outside major metropolitan areas do to avoid a long commute during
the workweek).

FEMA'S Affordability Study

Recognizing that the changes to NFIP premium rates could have a big impact on consumers,
the Biggert-Waters Act requires FEMA to contract with the National Academy of Sciences (NAS)
to conduct an economic analysis of the costs and benefits of a flood insurance program with full-
risk based premiums. The Affordability Study was to be completed by April 8, 2013, but that
deadline was not met. FEMA has proceeded with the implementation of the higher premium
rates called for by the Biggeri-Waters Act citing the “strict” deadlines that it must adhere to,
while blatantly ignoring the deadline for the cost-benefit study on those changes.

NAHB is concerned that many of the future rate increases depend on the costs and analysis
that will be included in the Affordability Study and the breadth of areas added by the remapping
process. As this information is not yet available, it is impossible for NAHB or Congress to have
a true understanding of the economic impact the Biggert-Waters Act will have on homeowners
and how many people will be affected.

Recommendation

NAHB recommends that Congress delay all flood insurance rate increases until FEMA
completes the Affordability Study as required by the Biggert-Waters Act. After completion of the
study, FEMA will have a better understanding of how rate increases will affect policyholders and
be better equipped to provide Congress suggestions on how the NFIP can address affordability

5
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issues. Further, NAHB recommends that Congress urge FEMA to adopt a definition of primary
residences (and by application non-primary residences) to reflect that in the federal income tax
regulations.

While NAHB understands that a delay in rate increases may not be the most ideal solution for
the long term fiscal stability of the NFIP, FEMA's lack of concern for affordability is undercutting
the effectiveness of the program and causing unnecessary economic distress on homeowners
and their communities.

REMAPPING UNDER THE BIGGERT-WATERS ACT:

NAHB strongly supports the requirement in the Biggert-Waters Act for FEMA to redraw flood
maps using scientifically based data to show the true risk of flooding and provide a clearer
picture of where actuarial rates should be set. However, NAHB remains concerned with how
FEMA is implementing the remapping process.

For flood maps to be fair and accurate, they have to take into account all flood control efforts,
like levees and dams. In many cases, FEMA has neglected to factor in privately funded flood
control structures, or any flood control structures that were not built by the U.S. Army Corps of
Engineers. Consequently, many properties are being mapped into higher rate-zones, which
results in homeowners being forced to purchase unneeded flood insurance or pay higher than
necessary premiums because their homes have been inaccurately mapped as being below the
Base Flood Elevation (BFE).

These problems are being compounded by FEMA's long history of inaccurate flood mapping.
There have been reported cases of FEMA drawing in rivers or streams where none exist or
even mistakenly using data from one community for another. Inaccurate mapping has resulted
in homes unnecessarily being drawn into flood maps or placed into higher rate-zones. It
typically takes years for those mistakes to be fixed, often requiring a lengthy and costly appeal
process for the community and homeowner, as well as forcing the payment of escalated
premiums until the problem is resolved.

As FEMA completes the maps, rates on grandfathered properties will likely increase. As a
result, many property owners, builders and communities will be punished with these higher rates
despite their efforts to mitigate against their flood risks. For some, it may force them from their
homes, causing property vaiues to drop and thus even erode neighborhoods and communities.

Recommendation

NAHB recommends that Congress require that FEMA take into account all flood control
structures when mapping. Further, Congress should ensure that FEMA allow for sufficient time
before finalizing its maps for public review and independent vetting. Finally, NAHB
recommends that Congress prohibit rate increases based on incomplete or inaccurate maps,
and require FEMA to reimburse homeowners for their appeal costs.

REMODELING CONCERNS:

NAHB remains troubled by the effect of the Biggert-Waters Act on the remodeling industry. The
law lowers the threshold for what is considered a substantial improvement to a structure from
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the historic 50% to 30% of the structure’s fair market vaiue. Even the simplest of remodeling
jobs, like installing new appliances, or updating bathrooms or kitchens, could resuit in many
homes reaching the new threshold.

While the substantial improvement clause has long been a part of the NFIP, the threshold has
historically been set at 50% of fair market value of the property. This was established by FEMA
in recognition of a wide range of conditions, including recognized zoning and building code
standards. NAHB believes that the lowering of this threshold in the Biggert-Waters Act was
done arbitrarily, without taking those conditions into consideration.

The impact of this change is two-fold. First, any renovation that breaches the new, lower,
substantial improvement threshold will trigger a phase-in of the full-risk rate over four years (with
premiums increasing 25% of the full-risk rate per year). Second, based on FEMA’s regulations,
if a building is "substantially improved," it must immediately be brought into compliance with the
current local flood damage prevention requirements such as elevating the building above the
Base Flood Elevation (BFE), relocating electrical systems, and/or using more resistant
construction materials or methods.

The implementation of this provision will adversely impact homeowners by forcing them to either
forgo necessary and appropriate improvements or shoulder extensive and expensive
renovations and sharply increased flood insurance rates. NAHB estimates that the new
substantial improvement threshold will place up to $8.5 billion in annual remodeling economic
activity at risk. In addition, if disincentives {or costs) are such that homeowners are unable or
unwilling to maintain or repair homes, property values will decrease and that will impact
communities, lenders, and neighborhoods.

Recommendation

While FEMA has yet to determine how the new threshold will be implemented, the potential
impact on homeowners and the remodeling industry has not been sufficiently justified. NAHB
strongly recommends that Congress reinstate the threshold to the 50% level to ensure that
necessary renovations can continue without penalizing homeowners with exorbitant rate hikes
and forced mitigation.

REGIONAL FLEXIBILITY:

NAHB believes that one of the strengths of the NFIP is that FEMA, through its regulatio;m of the
program, has traditionally given local governments the flexibility they need to make land use
policy decisions that make sense for their communities.

A good example of this flexibility is the residential basement exception. Under that exception,
FEMA recognizes that, in certain communities, basements (which would normally violate NFIP's
rule against construction below the BFE) are a necessary safety measure. The basement
exception is currently allowed in 53 communities, many of which are in North Dakota, where
tocal building codes require basements because of the need for the stability and safety provided
by building below the frost line. (See Appendix D)

Unfortunately, FEMA has found that the Biggeri-Waters Act does not allow for the consideration
of regional flexibilities fike the residential basement exception. The lack of this exception will
result in increases to flood insurance premiums by up to $10,000 per home in those
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communities and effectively prevent homes from being built with the protection a basement
provides for homeowners in places like North Dakota, Minnesota, Kansas, and Nebraska.

Recommendation
Basements are a necessity for both stability of the structure and the protection of its occupants.

As such, NAHB recommends that Congress pass legislation that would allow FEMA to continue
to alfow for flexibility for regional issues, such as basements.

POTENTIAL NEGATIVE REFORMS:

As Congress continues fo look at the NFIP and the implementation of the Biggert-Waters Act,
NAHB cautions against any solutions that would create additional unintended consequences or
further erode housing affordability.

First, NAHB would discourage any provisions that would weaken or shift local oversight of
floodplain management. The NFIP’s strength comes from its reliance on state and local
governments, not the federal government, to shape local land use policies and make decisions
on how private property may be used. While officials at all levels of government must work
together so that lives, homes, schools, businesses and public infrastructure are protected from
the damages and costs incurred by flooding, the local communities must provide the first line of
defense in terms of land use policies and practices.

Similarly, any efforts to federally-dictate how structures within floodplains should be designed or
built must dismissed. While NAHB supports allowing FEMA to investigate the costs and
benefits of state and local governments using nationally-recognized building codes as one way
{o prevent or reduce flood damage, those analyses should be limited to only those building
codes that have been developed using an open, consensus process, such as the Infernational
Building Code or the International Residential Code. This process ensures that no one interest
is overrepresented.

Along these lines, Congress and FEMA must reject the “guidelines” that have been created and
forwarded by specific industry groups or manufacturers that claim to mitigate against natural
disasters. These programs have not received the same level of scrutiny, been exposed to
broad public vetting, or undergone any consideration of costs or benefits that comes with an
open consensus process. Further, compliance with them would require builders to take
unnecessary steps that would add neediess costs to the construction of homes.

Finally, if Congress chooses o consider the adoption of nationally-recognized building codes, it
must include codified safeguards to preserve the rights of state and local governments to
amend the model building codes to meet specific local needs. Flooding does not ocour
consistently across the country. State and local governments need to be able to pick and
choose those building code requirements that are appropriate for their regions and flooding risks
and consistent with the most prevalent building types and techniques. For this reason and
others, Congress must also prohibit FEMA from developing, implementing, or enforcing its own
national model code.
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LEGISLATIVE PROPOSALS:

Many in Congress share our concerns with the unintended consequences of the Biggert-Waters
Act. More than a dozen pieces of legislation have already been introduced that would delay all
or some of the flood insurance rate increases and fix various mapping concerns. NAHB
appreciates the wide range of legislative proposals and we are committed to working with the
subcommiittee fo find pragmatic solutions that will prevent undue hardship on the recovering
housing market, prevent home values from decreasing, and make the NFIP stronger and more
effective for years to come.

{ would like to highlight three of these bills today, which we believe would begin to address our
members’ concerns while still moving to meet the underlying goals of the Biggert-Waters Act.
These are in no way the only possible solutions, but they represent steps we can take to
balance the availability and viability of the NFIP with the impact on homeowners and home
builders.

H.R. 2199, the Insurance Implementation Reform Act

This bi-partisan piece of legislation introduced by Rep. Cedric Richmond (D-LA) and Rep. Steve
Scalise (R-LA) ties the rate increases from the new flood maps to completion of the Affordability
Study; delays rate increases on the sale of homes; and requires that FEMA account for local
flood controf structures, and non-structural flood mitigation efforts.

H.R. 3013, the Home Protection Act

H.R. 3013, introduced by Rep. Bill Cassidy (R-LA) calls for FEMA to consider local flood control
structures and complete the Levee Analysis and Map Procedure (LAMP) before finalizing new
maps. This bill also delays rate increases on newly constructed or newly purchased properties
until new maps are approved. Further, H.R. 3013 restores the substantial improvement
threshold to the 50% level allowing homeowners to remodel their homes without fear of
triggering a higher insurance rate. Finally, the bill creates a task-force to help determine
alternative approaches for assessing and pricing flood risk as a way of making flood insurance
more accessible and affordable for homeowners.

H.R. 3370, the Homeowner Flood Insurance Affordability Act

Introduced on October 29, 2013, by Rep. Michael Grimm (R-NY) and Ranking Member Maxine
Waters (D-CA), the Homeowner Flood Insurance Affordability Act currently has over 95
bipartisan co-sponsors. An identical bill has been introduced in the Senate with 15 bi-partisan
co-sponsors. H.R. 3370 seeks to delay rate increases for four years by making FEMA compiete
the Affordability Study, complete a regulatory package, and allow for Congressional review.
Further, this bill would stop the automatic increases upon the sale of homes; allow for the
remapping process to take into account local flood control structures; allow for homeowner
reimbursement for successful map appeals; protect the basement exception in the current 53
communities; and create a consumer advocate within FEMA to help homeowners with fiood
insurance and mapping concerns.
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CONCLUSION:

1 would like to thank the subcommittee for the opportunity to share NAHB’s views. NAHB has a
long history of supporting the NFIP and we are committed to ensuring that it remains a viable
and affordable program to its policyholders while being mindful of the costs to the American
taxpayer. As we have serious concerns with the implementation of the Biggert-Waters Act
especially the exorbitant rate hikes and inaccurate remapping, NAHB would like to urge
Congress to enact legislation to provide solutions to these unintended consequences. We
appreciate your leadership on this important issue and stand ready to work with you.
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APPENDIX A: Example 1

This home was under a sales contract and scheduled to close on October
31, 2013. The purchasers had to cancel the contract due to the flood
insurance rates increasing from $2000 to $6550.
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ms certmcation 1s 1o be sigred and sealed bya tand surwyvr enginder, o architect autherized by fawto eerly e;@vwan 2 F
mfermtsﬁun. ? wx':fyf.b Wminmm:‘on rvmaen(smy best emvte ) tn}expret e data avellabio. 2
that eny false stah at may ba is by or der 18 U.S. Code, Saction 7001, 7

E] Chisek here i commants aré provided on back of form. ‘Were fatitude and !ongmua n edmn A providsd b g
a Y [N

! { Chack here if stiachments. Yicerised land 9
Filier 5 Naine

CONSS 3

Lowie C. Bartmanon 4985 1 E: 3 (’ @g‘{g;;w
Tt Company Narns i e Y cu
Professional and Suzvoyer Gilvert, Keily § Couturfe, Tma. 3 ‘f:' 4555
Address City St | AP Coda

2121 R, CAUSERAY BIVD., SULTE 121 HMETAIRIE A X 790031 S

i Dats Tel § R

fanans T azszonn Ebey jeas-atat
FEMA Form 086-0-33 (1/4) Sew reverse side for continuation, ¢ aus ediffony

5007200 4 8511 268 06 'oN XV Konang OX0 WY SEILG‘XM/gIOZ/ZZ/m{)
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ELEVATION CERTIFICATE, page 2 ;
oy ttiitierm et —————————— ot s

IMPORTANT: in theso spaces, copy the ding i from Sedtion A For insussnos Conpany Uss:
WWMMWT&&@. andlor Bidg. Ne.) of PO, m‘wmﬁ‘éfq‘r | Policy Rumber
3308 NASHVILLE A i R EN -
Thy Siste A e Tods - Company NAIG Nomber ]
EEW ORLEANS xa | 79325

OR ARCH;TEG}’G CERTIFICATION CONT!NUED

IS ~4.58 NRVD, MW'IQNGVDADGUS'A‘W 421 ANOT APPLIED)

SIONAIE Dete xo/h7/2013 :
SECTION E - BUILDING ELEVATION INFORMATION (SURVEY ROT REQUIRED) FOR ZONE AO AND ZONE A (WITHOUT BEE) i

For Zones A and A (without BFE), complete ftems E1-ES. if the Cartificats js infenided to sipport 3 LOMA or LOMR-F request, complete Sections A, B,

and C. For itoms E1-E4, use natural grade, If available, Chack the measurement used, In Pumo Rico only, anter meters.

Ei. Provide elevation information brhfnlbdhg and chcedm\anppmpnshcmsh nhwwheﬂmrm elevation i shava or bejew the highest edjacant

omwmmmwwm |
a) Top of Notom fioor mm . Dleet Em Bm« 1 betowthe HaG.
b) Top of botiormn fidor d crawl space, o above or |} below the LAG,

E2 For Building Diagrams 88 with permanent flood openings 8 ur9( aof!nm},mne:«blg}m{ﬂoor
{etevation C2.b in the dlagrama) of e biiding Is ._.._ mdm*s sbova of the HAS

E3, Amached gamge (fop of stab ks o Tt [ mcters Damew 1 selow m

E4. Top of platform of mashinery and/or equipment senvicing the bullding is e Ty foot [meters [Jabave or Dmmm

£6. Zone A oniy I no flood depth numbar 1 avallable, Is the top of tie botton floor stevalad n witn the g
wrdinmnee? L1 ¥es ] 8o 1 Unknown. The kcal official must canily this Infarmintion it Seckion &,

SECTION F - PROPERTY OWN-E-R {OR OWNER'S REPRESENTATIVE) CERTIFICATION
‘The property owner or cwnet’s ity wh Sections A, B, and ¥ for Zone A (without & FEMA-ssued or oemmuniity-issued BFE)
or Zone AD mustﬂgn hete. memrgmam in Sections A, B, and £ ere correct fo e best of my knowledge.
Praperty Ownar's of ownu‘s Authorized Representativa’s Name '

Address oty : Stats Zip Codo
Signature Dats i Telophone
Comments
Elcrecorkgtzomens
SECTION G - COMMUNITY INFORMATION (OPTIONAL)
P L e e L

G, D “The Information in Section C was taken from cther documentation that has been signed and sealad by a ficensed survayar, anginedr, or architect who
1s authorized by kaw to carfify elevation information. {indicats the source and date ¢fthe slevation data In the Comvrients araa below.)
G2 0 a comemunkty official completed Sectian £ for & building located In 2one A (without d FEMA-Issusd ar community-lasued BFE) or 20ne AO.

1l

3. [ The following information (tems G4.-G9.) Is provided for ! }

G4. Peait Number ; G&. Date Pemtt Issued ‘ &6, Dats Certficate Of CompliancefOccupancy lssuad
G7. This pernik has baen lesusd for: [ ] New © I iat frrp T
G8, Elevati_on ofas-hullt lawest fioor {Indd of the building:, D!ae! D meters IR e st
G, BFE o (in Zone AG) depth of ficuding #t the building sfte: — . et [ meters Do,
10, Communiy's design flond elevation "Cleat [ meters Dstum
Local Official's Name Tifle -
Community Nama A' Telephgne
Signature Bate |
Comments :
. Dl onack narat
q
FEMA Form 088-0-33 (2/4) : Replaces all previous eddions:

500/€08 ' 8611 ZE8 06 "oN XVd Lendng 3¥0 RY SECLO BAL/EN0Z/22/100
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ELEVATION CERTIFICATE, page 3 BUILDING PHOTOGRAPHS
SBes Instructions for ltem AS,

IMPORTANT: In these spaces, the comresponding information from Section A,

Buiiding Streat Address (ncluding Apt, Ui, Suite, and/or Bldg. No.) or P.O. Route and Box No.
3304 NASHVILLE AVE,

City State ZIP Code
NEW ORLEANS LA 70125

¥ using the Elevation Certificate to obtain NFIP flood insurarice, affix at jeast two building photographs below according to

the Instructions for ltem AS. Identify all phatographs with: date taken; "Front View” and “Rear View", and, if required, "Rigit

Side View" and “Left Side View." If submitting more photographs than will fit on this page, use the Cortinuation Page, |

following.

Front View 10/17/2013
Iv { TR A

FEMA Fopm 088-0-33 (3/4) See reverse side for continuation. Repiaces ail previous editions.

1
500/3%00 ' 8571 Z€8 ¥0G "oN XV £enIng N3 WY 8ECL0 EAL/E10Z/22/100
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ELEVATION CERTIFICATE, page 4 BUILDING PHOTOGRAPHS
Continuation Page?

MPORTANT: In these spaces, copy the corresponding Information from S@cﬂon A,

Bullding Streat Address (ncluding Apt, Urit, Suite, and/or Bidg. No.) or .0 Foute and Box No.
2304 NASHVILLE AVE.

City State : ZIP Code
NEW ORLEANS . a 70125
I submitting mare hs than will fit on the preceding page, affix the additional photographs below. idenhfy all

photographs with: date taken, SFront View” and "Rear View”; and, if required, *Right Side View” and "Left Side View.”

Right Side View 10/17/2013

Left Side View ib/17/2013
)

FEMA Form 0868-0-33 (4/4) See reverse sids for coninuation. Replaces all previous editions

500/500 4 8GT1 ZE8 ¥0G "oN ¥4 dening OFD WY 9E:LB Hﬁl/E%GZ/ZZ/LDO



ational Interstate Insurance Company
1815 Colby Avenue, Suite 200, Everett, WA 98201

121

FLOOD INSURANCE QUOTE
Quoted with an effective date of: 10/25/2013

‘Rivariands frsurance Services,
13519 Rivor Roed, Sulte 110
Luting, LA 70070

TEL: BO5-31-2766 Errally

C—
3304 Nastitte Ave

3304 Nashvifle Ave
New Oreans, LA 701254726

I stendard Flood

New Orienns, LA 701284126

7] Residential Cando Bidg Asséc Policy (RCBAP)

13 Morigage Purtfolio Proteciion Prograih (MPPP)
[ schediiled Sutding

Building oooupandy. Number of fioors in ef Condominkim Form of Contents Losati

[ single Farily Bl clude beserdnkor - {OMnersiiE? [ Sasamentenciosure only

1 24 ity e aran et ot Flves B Mo s0d above

3 Other Resivential [liror  [lafoos  |condo covessgeisfor 7 { owest floor onty above ground levet

T NonResitenti Clsormoe ESpitedt |Clust [l enioBuking | L Lowestfloor only above ground lovel and higher
&'*L"‘&'M’—‘mmm onlosu, oF [} TowohouseRowhouse inhber of Units: L3 Avéve grount levet more than one fullfloor
crpwispace below 2n elevated (RCBAP Lorwrist Only) 3 Manutactined (Mobile) Home
busing? Manfachyed (Mobile) Claighetise [ LowRie
%] None
{1 Finished o Oate; 01011940
£ Unfinished BesementEnciosue 1} Building Pemit Date Dates 6 C2 ] Cate
{1 Crawispace 7] Manutaciured {mobile) horte localed in 8 mobile date of park o faclities
L] Subgrade ¢ {rhobitc] hos i P date of

Statuy; Participating

1 .
Community Name: NEW ORLEANSIORLEANS PARISH"

CRS Discount Pet.: 10

Community No.: 226203
Fitm Zone: AGS Elevation Difference: -5

Cuverage Type Deduciibie Discount
| Buiiding 238,000 $5,000 9.671.93 1603 5854
Contents
Rate Type: [Coverage D Promium (1CC) | 24
; Annual Subrtotat 5878
£ Manual {8 Submit for Rating ] FEMA Rates ORS Discount 568
L1 Atemative [ V-Zone Rafing Form Reserve Fund s % il
LIMPPP Rating {1 Optional Post 1081V Zone Rating Probanen SWalerge []
{1 Provisions Rating {1 Tentative Rating Expense Gonstant o
{1 Underinsured Condomidivin Master Policy Federal Policy Fee. 44
Tofal Promium 3 55
Thistable reflects optional 1000 SFR
premiums for this Quote ifa 2000 SFR
different deductible were 3600 SFR
selected. 4000 SFR
THIS QUOTE FORM IS NOT TO BE USED AS AN APPLICATION FOR FLOOD INSURANCE
“This quoted premiom is subject to verification or adjust by the pany
No coverage is provided or implied by this document.
Quote 1D: 44813 Create Date: 10/122/2013 Created By« William deBruler PDA (11/03)
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iational interstate Insurance Company FLOOD INSURANCE QUOTE
2816 Colby Avenue, Suite 200, Everett, WA 98201

Quoted with an effeciive date of. 101252013

13948 River Road, Suite 110
Lasfing, LA YOO70 3204 Maahvitte Ave
How Orteans, LA 701254726

TEL: 8853302756 Emalt;

3304 Nashvilie Ave Standard Flood 133 Morigage Portfolio Protection Program (MPPP)
New Orieans, LA 701254726 [ Residential Condo Bidg Assoc Policy (RCBAP} [ scheduled Bullding
Riiding excupancy; Numbér of foors iventire Conlents Locafio
B Siogle Fumly i “xﬁm“‘ o fOwnership? [ Basementienclosute only
[ 2.4 Famiy fuliding lype: ClYes No 0 i and above
UOIMW [l1roor Dl2Ficos  Joonto efor T Lowest floor only atiove ground lavel
Dma% Dsormoe Bopiiovel Dot [ enebistiog | 25 Lowest Soor only above ground lavet and highed
e, endosiTS, OF [ VownhouseRowbouse aiber of Ut €1 Above ground levet more thar one full ficor
crawispace txlow an clevated (RCBAP Lowrise Only} T[] Manufactured (Mobiie) Home
i [} Marirtactursd (Mobite) [Hghse. [T LowRise
Homie on Foundation .
Construc ment ot i Datg: D101/1940
L) tnhvistiod BasementiEncosure 1 L] guiding Perrik Date 1 Date of Construction 7 substantal rhprovernent Date
[ Manufactared (mobile) home located ooile home p isi jon dateof park or subdivision faciiies:
o 4 {mabie) home outside & date of

s

Community:-Nanre: NEW ORI EANSIORLEANS PARISH" Community No.: 225203
Status: ParBicipating CRS Discount Pct2 10 Finn Zone: AGS Elevation Difference: -8
Flogxd Zone Ceilificate {

Coverage Type Coverage Linwt Dedudtible Rate Deducible Discount

Buikdihg 238,000 $5,000 T 867193 21864 5,593

Contents 50,000 35,000 525,51 423 1,266
Rate Type: [Coverage D PromiumCC) & . 24

[ Manual 18 Subsnit for Rating {1 FEMA Rates. %}:ﬁat G:SQ

{71 Alternative {] V-Zone Rating Fom Resande Fund 5 % 310

[} MPPP Rating LI OpticnatBost 1981 V Zone Rating  Trobation Borharay y} 7

{1 Provisional Rating {1 Tentative Rating Exponse Constant 1 []

{7] Underinsured Gondominium Master Policy Faderal Policy Fee k 44
Total Promitm 6,550 4

This table reflects optionat 1000/1000 SFR

premiums for this Quolte fa 200072000 SFR
different deductible wete 3000/3000 SER
selected. 4D00/4000 SFR

THIS QUOTE FORM IS NOT TO BE USED AS AN APPLICATION FOR FLOOD INSURANCE
This quoted premium is subject to verification or adj 't by the
No coverage is provided or implied by this document.

Quote 1D: 44813 Create Date: 10/22/2013 Created By ‘William deBruler PDA (11/03)
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of - .
Anleri'cas. Rcver!ands; égfg;ai%ﬁ faiwnces, Inc

Suite 110

?fgg‘x ;01552991 . Luling, LA 70070
s (985) 331-2766 Insurance Quote
thsured Property Location: Quote 1D 413279
A 3304 NASHVILLE AVE Proposed Effective Date:  10/25/2013

NEW ORLEANS, LA 70125-4726 Quotation Date:  10/21/2013

Time:  09:58:51

Form HO3 Coverage A - Dwelling $238,000
Type of Policy Homeowners Special Form Coverage B - Other Struchurés $23.800
Territory 3841 Coverage C - Personal Properly . $118,000
Protection Class 2 Coverage D - Loss of Use $47,600
Cornistruction Type Frame Coverage E - Liability $300,000
Year of Construclion 1940 Coverage F - Medical Payments $5,000
Year Renovated 2005
AOP Deductible $5,000
Wind/Hall or Huricane 3% ($7,140)

Deductible

iphi - LimitPet  Premium

Numbet

HO 04 16 1000  Premises Alamm or Firé Profection System $0
HO 03 42 0108  Limited Fungi, Mold Wet or Dry Rot, or Bacleria $10,000/$50,000 $0
HO 04 46 1000 Iaflation Guard $58

$3,204.00 1-Pay - Full Payment
$1,992.00 2-Pay -60% of the tolal premiur plus any applicable fees and assessments printed on thi¢ attached
4 ining premi

fions with the ‘dueé in 180 days.
$1:385.00 4-Pay - 40% of the lotat premium plus any applicable fees and smeitts printed on the atiached
icy d ations with the ining premium dug in three equal instaliments at00,-180, and 270
dayintervals.

Mote: Cach inataliment, oxcept the full payment plafi, is subject to a'$3 charge.

Payment of Premium does NOT automatically attach coverage, The terms of this quote do.notin any way alter the
ferms and conditions of any policy delivered. Please closely examine the policy when feceived.

10242013 1112 PM
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CANCELLATION O GIATD R 35S Properties, LLC: dos
AGREEMENT TO PURCHASE G ARDNE GARDNER, AEALTORSS
RE ALTORS‘ 3332 N. Woodiawn Ave., Melaie, LA 70006

For axclusioe vss of GARDNER, REALTORS® & Hts AffTleted Livensees. GARDNER, REALTORS® assurmes ac

y #e o f thia form.

as
RCHASER(S) do mutually cancel and

elf” dated B/ fﬁ - 13 on the property located at
T e A

(State)

1t is hereby agreed and understood that
SELLERS(S), and

nuiiify the “Agreement 1o Purchase or

HNea< he!

The undersigned parties do hereby authorize, /ﬁ'e’ [lee~ (53 /1§ o mySlisting broker) to retum
the PURCHASER'S depostt, in full, amounting to $ cash and/or § dernand
note upon recelpt of this instrument fully execided by al jes. Check to be made payable to:

GARDNER, REALTORS®, and ___ k=il [ho 0 L1} oot hereby waive any and al
commissions due them under said “Agreement to Purchase and Seli” provided that, it said SELLER(S)
and PURCHASER(S) negotiate a sale of said property between themselves atany price within a period of
twelve {12) months after the date of this instrument, SELLER(S) shall pay to GARDNER, REALTORS®,

and & commission of (% of the sale price).

The undersigried parties, including real estate broker(s), hereby release each other from any and all
obligations and Hiabifity in connection with said “Agreement to Purchase or Sell,” except as qualified above.

REASON FOR CANCELLATION {Piace an *X* on the best answer)

7 1. Insufficlent Down Payment Q 7, Bad Title/Encroa

(3 2. Negative Seller Procesds &5, Lender Rejected Loan?ﬁo(, /H*'C!GM)
Q 3. Buyer/Seller Defaults (18, Failure of Buyer to Sell Home

Q 4. Low Appraisal L3 10. Credi¥/ Bankruptey

Q 5. Required repairs not completed.

0 11, Not qualified Due 1o Insufﬂment Income
{16, Not Acceptable After Inspections a2,

Other
w/m

Seller Date

Seller Date
3

Listing Agent

SEND CHECK TO (BRANCH):

For: GARDNER, REALTORS®




Notice of Action Taken

Date Action Taken: 1042043
Applicants: Loan Amount: $
Address: w interest Rate: &
New Orleans; LA NP Tems: a months

Fita No. 2 L]
“Thank:you for your appication for:  Purchess ;N’ printary reskionce focated at 3304 Nashvilie Avenud, New Orleans, LA 70125 (first
morigage

Based upon your Morigage Application for  loan we must inform you that:

Notlca.of Credit Denlal: )
We are regretiably unable to.approve your request. Our principal resisons for this decision ars indicated balow.
Borrowers ank tinabile lo satisfy requirements of loan spproval.

‘Caadyx Fomm - socdiet o fm (13114}

Part { - Principsl Reacon(s) for Credit Denlal, Termination, or Otfior Action Teken Conveming Credit.
10 complinon wid Regulation *B* {Equial Crexth Gpportuniy Ac), you sie adviced it your rocor] spplication for sredl fias besa decined!
: H Tha decision o deckneli your soponie):

was b on S Tollowing
A CRED G RO ¥.OTHER
Elroonm [ inwee oass Pamans "
%mmm {7 ik sy oms CreitApgiceion Meomgin
Gm-mmm O RESIOENCY DWM
Baiste, Abucticiees. Foreciomuns, [ tenpivny Nasiiunce St don: Data - Progeesy
BW"F“ £7 oo Mnoera pasoct of masicioncn tnacosptale Appreed
- Ui & Vacky Rsdirion Unecompiatie Easesnos Eusie
] ot ocoms e votat D6¥gacn a 7] v doret gt vwcitis sy spotcant s o
L ; o E U o o Sarve e comiois You v fequaned.
Negage weNgo 57 57 whtnsemum by Apptiosns
[ tasicar cost Ravarves D & o " \ Dorewers trs Wbt s Kotinty
Dl Qowh Oblgabens Dbmmdwnm mwﬁmm
me 11 rasuns Hatoons iosgarie Asvecteton
Indcrmabons From 3 G
(]
B EMPLOYHENT §TATUS
73 onmte so vty mreye
Congth of Esmwlaymives
Torrworncy i dmwgullar Empioyment.
Irasichent Subity of ncome:

Pact If - Distlosyre of usa of Dbiained fros an cubside scuror. )
nhmﬁmumwrmmmW'Mnmu«hmmmmmmmmm#-mm

cutside source.
EWMManhMummm'meoﬁwmmaropoum&speomm‘enepmm\gagenq

Page Y022
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Fie No. : ABIENNGS

[Tolifree] Telop  number

We tiso obtained your credlt scom fom this consumer reporting agency and used ¥ in making our credit. decision.
Your credkt tcore”li: number that reflecis the doformalion o your consumer report. Your credi score can <hange,
o

P 0.on how ioyour feport
Your ctedit score: Date;
Scores fange from a low of. fo 4 high o1,

Koy factors that adversely affect your credit score:

Number of recent inquiries on Credit Report:

177 Our eredit dacision was based in whole:or in pért on information dbtained from an affiliate or from an outside sourte otfier
then @ consumer reporing sgency.

Under the Fair Credit Reparting-Act, you have the right fo make a writien request, na tater than 80 days after you receive
this nofics, for disclosure of the nature of this Information. ’

IFyou have dny questions régarding this nofice, you shoutd contact:
Creditor's name: Bankof New Grieans

Creditor's sddress: 1600 Velarans Bivil, Setaliic, LA TO005
Croditor's tpiephane number. S04-834:4190

[[J Our credit deckion was bavad in wholo of in pad on:

‘W:WWEMMWMWWMWWMWWw
the basis of wce, calor, refigion, aational orgin, sex, : or {provided the: sppl . o3

{0 enter nko » Linding contrisct); bec 'wumdmmw:hm,dmm“mamm;
«mm»w@mmhm'wmwwmmmmmm?mMMFMW
ﬁMMwmﬁmwmwmmmﬁsam&:

Compleoliar of Currency

1301 MeKinnoy Street; Suite 450 Houston, Texas 77010 {8003 613-E743

This nofification I8 given by us on behalf of: Bk of New Orleens -

1600 Veterans Bivd, Motairte, LA 70005

5048361190

By- .
Wiliach . Lenigstod’ o o
Delivesy Tyge: [ IMoted [¥] EMalied {JuanaDetvered

Delivery Date: 302422013

CabyR Foins.- oA (13115) P22



Notice of Action Taken

Date Action Taken: 102472013
Applicarts: L e e Loan Amount: § L
Address: - Inferest Rute: - %
New Orieans; LA NN Yoo - months

File No. Ty

Thank you for your application for.  Purchase of primary residence locatsd at 3304 Nashvilie Avenue, New Oreins, LA 70125 (socond
mortgage}

Based upon your Morigage Agplication for a loan we must inform you that:

Notice of Credit Denfal: !

We are regtettably unable (o approve your request. Our p incipal for this decision are indicated betow.
Borrowers are unable % satisfy requisoments of loan 3pproval

Pait | - Principsl Repsofis) for Cradit Denlal, Termination, or Dther Action Taken Concerning Credit.
mmmmwvwmwm.mmmmmmmummmmw

your was based on the following reason(s):
AcHEnT ¢ scoue F.oneR
[ socnatrie Im} Bortgngt Payen i T
gmmm 17 unstte o vonttome Popa———

{7 ovste 1 vty ot ot . REROENCY T[] unacovpintie Propacy
Barsiarmmot, Asacamrant, Furecomss, [ ] vapinsy Rossiocn | cutcierd Dete - Properyy
D“"“‘““""“ [ ] TouSnota Prtot ot Rassdonst  Uraooeglabia Apprieal -
reeive Dvigubont Sadstincs | Unsocuptanii Lamsehoid

[T inmuciont ncome foe Tomi Onigutenm: e 7] o gs rut grom et 1 sy appicant o e
£ UARANTY of PURGHARE forron anc asndifeys You have tecaied.
Sorgnes DENED 8Y: [ wtvarmsn oy sppicant
[ tck ot cout eweorves 3 Beeron ety
gmmm %}]W«muﬂa 2] reciromants ot 100n appearat
T itormwton From s Conmamar Ramoring Agency ] Focernt o Lows Makasge Corpariton
B EMPLOYMSNT STATUS
3 vnnssd o vty Enmicymant
Langth of Bagloymmot
1 vemporuey e owguise Bmstopenat,
Teaiciant Stmotly of owne

Pt - Disch of Yoo of infe d froem axi putside souroe. ~ .
m:ocuon:muummumamm\mmnmwmmmmmmmmnmmm

DOwemdkdedﬂonwMmmwmmoﬂk\fwﬁﬂmo&mﬁdhammmmuf@pﬁim-aenq

Calyx Foirts « gocirbrefrn (11711)



- Fie No.: NGNS

(Tottree] Telephone mumb

Weslsoobmdyourctedlworemmﬂsmsumernpom‘gngenqmusedltinmakhgwra‘edi(dedsm
Yuxum:mmhnnm‘zberma(rweaslhehformubonhquoonsum«mpostYourcredﬂmuundmnge,

depeading a6 B the Information in your consurmiar report changes.
Your eredit Score: . x Date: 3 Py
Soares range from & fow of 10 8 high of,
Key factors that sdversely affocl your credit score:

Number of recent inquiries on Credit Repoil:
[ Jour ereditt decision was based in whols oF I’ paft o kiformation ablainéd from an affiiste or froi 4n dulside wouTce olher
than a-consumer reporting agency.
Unidor the Fair Credit Reporting Act, umvelhemmmmamnmummhuﬂmneodmd\awumm
this notice, ﬁrd&domt{mcmhamofmlswormaﬂon

1 you have, any questions regarding this notice, you should contact:
Creditoi’s name: Bank of New Crieans

Crodiors. addeass: 1800 Vobering BIV, Metalrie, LA 70005
Creditar's ieleptione number: S0483190

[ Our creditdecision was based in whole of in part on:

mmmwamcm«wmmmmmmmwmwm
the basis ‘of race, color, reiigion, natonal m.mnwmuawmmmmymmw

. fo epterlola & binding contact; becauss 3l of part of the applicants Bcome wooine darves from any public assl

g‘?mmmmﬁmmhmmmmmhtmmm Gredit Protection AcL. The Federal Agency
pli creditoris;

1301 Shckinney Street, Suite 3450 Houston, Taxas 77010, 800} 6134743

This natification Is. given by us on bahalf of: Bunkisf New Orleaces
1600 Vaterans Bivd, Metairio, LA 71008

£504-834-1180

e .
Witiinm 0 Langsion Y .
OehvaryType: [ IMahed [¥] E-Mailed [ Hand Defvesed

Delivery Dale: foi24i2613

Gy Forrs - soode2bewdm (14441) Fage2ol2
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APPENDIX A: Example 2

This home was built in 1993. The current owner has lived there since

2011, but only purchased the property from his father-in law in January
2013. This home experienced only roof damage as a result of Hurricane
Katrina. This home is behind two levees (8 and 12 feet) that FEMA has not
counted in the remapping process.
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Processed By:
¢-los.net Flood Insurance Processing \4
P.0. Box 33018
St Petersburg, FL 337358018
866-511-0793
FloodUnderwriting@e-Ins net
Policy Declarations
Policy 1D: Inception Date: 01/18/2013  Expiration Date:  01/182014
Policy Type: Preferred Risk Policy (PRP)
New Business AL12:01 AM at the location of Described Property
Named Insured Agent Information
w 417371 - KENNEDY, LEWIS, RENTON & ™
Property Address: ASSOCIATES INC
13512 Highway 23 401 WHITNEY AVE, STE 411 GRETNA, LA 70056
Belle Chasse, LA 70037-4110 {504) 362-7700
Mailing Address Payor:  NETWORK FUNDING LP ISAOCA ATIMA
13512 HIGHWAY 23 Coverage Timitations may apply. Refer to your
BELLE CHASSE, LA 70037 Standard Flood Insurance policy for details.
Property And Building Information
Cuarrent Information: Rating Information: )
Flood Zone: B Flood Zone: B
Community #: 220139 -0135-B Community #: 220139-0135-B
Name: PLAQUEMINES PARISH* Name: Plaguemines Parish*
Program: Regular Firm Type: POST
Building Description: Elevation Certificate Information:
Single Family i Base Flood Elevation;
Built on Siab at Ground Level Elevation Difference: 095%
T‘”? Floors L Contents Information:
Main House/Building Lowest Floor Above Ground Level an
Principal Residence: Yes
Grandfathered: No
Replacement Cost: §300,000
\. J/
Coverage Information
Limit Deductible Bremium \
Building $250,000 $1,000 $387.00
Contents $100,000 $1.000
ICC Premium: $5.00
%OR‘I;?AGEE: 100 § he WO CRS Discount: $0.00
& Reform Act of 1994 requires you to notify the WY : .
company for the policy within 60 days of any ehanges in Federal Policy Fee: $20.00
the scrvics of the foan.
$412.00

.

Total Premivm:

Special Provisions

This policy covers only one building If you have more than one building on your property, please make sure each is covered. See Section 11T
Property Covered within your flood policy for the NFIP definition of ‘building’ or contact your agent, broker or insurance company.

Forms and Endorsements

AS] FLD IMPINF 08, ASITLD SOC 08, DW 05 2009

WHEREOF, we have signed this policy below and herchy enter inte this Insurance Agreement.

Date:  02/08/2013

P

American Strategic lnsurance

“This Declarations Page, in conjunction with the policy, constitutes your Flood Insurance Policy. IN WITNESS
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Morig

NETWORK FUNDING LP ISACA ATIMA

9700 RICHMOND AVE LOAN
STE 320 ESCROW: YES

HOUSTON, TX 77042




e
Wright National Flood insurance Company

\ A Stock Company

PO Box 33003
WR‘G_I_IT St, Petersburg, FL, 33733
Office: 800.820.3242
Flood Fax: §00.850.3299
e —

Qucte Number

Ayen Number

KENNEDY LEWIS RENTON AND Applicant
ASSOCIATES INC Current Date
Address 401 WHITNEY AVE STE 411,
City, State, Zip GRETNA, LA 70056-2503
Phone Number (504) 3627700

Program Type Fiood Reguiar Policies

Community 220139 - PLAQUEMINES PARISH®
Flood Risk/Rated Zone AE
Praperty Address 13512 HIGHWAY 23 Condominium Coverage Nona
City, State, Zip BELLE CHASSE, LA 70037-4110 Construction Date D1O172006
Occupancy Type Singia Family Building Replacement Cost $250,000.00
Building Type One Floor Bullding Elevated Buikding is not elevated
Elevation Certificate Yas Elevation Difference -4 feat
Lowest Floor Elevation 4.9 feet Bullding Flood Proofed No
Location of Contents Lowsst Floor Only - Above Ground Level Enclosure None
% =

< < B 3 MIUMINECE ONE i i
Coverage Limlts Deductible RPH Basic RPH Additionat
Building $250,000.00 §1,800.00 11.85 1.20
Gontents $100,000.00 $1,000.00 9.64 " ore
Discount’Surcharge $0.00

1 Year Pramivm $13,082.00

THIS IS NOT AN OFFER FOR QNSURANCE. TNIS QUO'I‘E !S NON-! FIRM AND NON-BINO(NG AND SUBJECT TO REVEW ARD ANUGTUENT
Please submit the required i summary for review and approval, if addiional information is required 1o actuarially rate the risk, you will be
contacted.

FLAK S
1understand that, bﬂdeufnelmswsdbﬂ myagenxandlormslha\'agefwwmheheidhsmﬁesssndrmiablelnmeevem‘smraﬁnodbss xhavebeenmawareofme
foliowing facts:

1. Homeowners insurance does not cover flood damage.

2. Federal disaster assistance is most typlcaily an Interest-bearing loan.

3. Flooding can and does cceur in low-risk zones nationwide.

{initial next to the following. Sign and date at the bottom.}
1 refect building and contents coverage for fiood protection.
Property Gwner Signature: Date:

This quote is Kssued by Wright National Flood insurance Company 2013118154143
‘The onl tion process must be Please do nof submit this form with your payment.
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Statement of Variance
Date: Policy Number:
Agency Name:
Agency Address:
Agency City & State:
Insured Name:
Insured Address: Property Address:
Insured City & State: Property City & State:

The property referenced above has been identified as a “Submit-for Rate” meaning that no risk rate is
published in the Flood Insurance Manual. Insurance coverage can be obtained only after the National
Flood Insurance Program has approved the application and has established the risk premium rate.

In order to accomplish this, a copy of a variance is required. A variance is a grant of reliefbya
participating community from the terms of its floodplain management regulations. If no variance was
granted, a statement to that effect signed by the applicant or the applicant’s representative is required.
Therefore, please be aware of the following:

Copy of variance is attached

No variance was granted

Signature of Insured Date

Signature of Insured’s Representative Date
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APPENDIX B
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APPENDIX B: Example 1

This home was built in 1940. The current owner was attempting to sell the
home and the contract for sale was cancelled due to the flood insurance
rate increase from $1036 to $4483. This home is behind levees yet the
rate increase made the home unaffordable.
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GILBERT, KELLY & COUTURIE INVOICE
Surveying and Engineering . Gate Invoice®
2121 N. Causeway Bivd. ; : §I2312043 113098
Suite 121 . X

Metalrie, LA 70001
Phone (504) 836-2121
Fax (504) §32-1158

Bitj To: Owner Name:  EENGEGRG—

Glient File®!

Ordared by:
Phone:
NEW ORLEANS, LA g AR, Phone:

Fax:
Emallc wil e ———

Service Descripfion Price
:Elevation $250.00
ANS AVE. Distict:SECOND Squars:i3e Lut19  Parich:ORLEAN:
TOTAL INVOICE $250.00
PAYMENTS $250.00
BALANCE DUE $0.00

PAYMENT HISTORY
ate MethodlP; g nt A Amount Applied
72013 Credit Card 173380 $250.00 5250,

Please return copy of Invoice with paymenti
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U S, AR T O AN S ELEVATION CERTIFICATE l OMB No, 1660-0008

AGENCY
Date: July 31, 2015

National oot Insurance Program T: Fokow the on pages 1-8.
e sctscerm——————r—ees e

SECTION A - PROPERTY INFORMATION mmmm USE
A1, Bui Owner's Name B i Policy Number: N
AZ. Buiiding Street Address (including Apt, Unk, Suite, and/or Bldg. Ne.) or P.O. Route and Box No. i Company NAIC Number:

2615 ORLEANS AVE, L ;
Slme 2
10118
A3, Property m TLotand Block Numbers, Tax Parcel Number, Legal Dacmptxon. Bie)
District SECOND Lot 18 Square 338

A4, Bullding Use (e.g.. Noy ial, Addition, A etc) Residential
AS. Latitudefiongitude: Lat. 29, 97013 Long. ~90.08168 Horizontal Datum: [T]NAD 1827 [x] NAD 1983

AB. Attach at least 2 photographs of the buikfing if the Certificate fs baing used to cblal flood Insurance.

A7. Buliding Diagram Number. S
A8, For a buliding with & crawi space of enclosure(s): A9. Fora building wah un atached garage:

a) Square footage of crawl space of enclosure(s) JN/A g a) Square footsge of attached garage NA st

by Ne. of permanent flood openings In the crawd space or b} Ne. of permanent fliood openings in the atiached garage
enclosure(s) walls within 1.0 foot abave ad;aaent grade N/& wells within 1.0 foot abowd adjacant grade R/R

¢} Total net ares of flood openings in AB.b B/ sqin <) Totalnet stea of flood openingsin AZL N/A _ sgin

d) Engineersd Flood Openings? [ ] Yes [} No &) Engincered Flood Openings? [ ] Yes [} No

SECTION B - FLOOD INSURANCE RATE MAP (FIRM) INFORMATION

B1, NFIF Community Name: nnity Nomber B2 County Name 85: State
CITY OF NEW 225203 ]
BA. Map/bahe! NUFDet B5. S0t FIRM ndex 57, FIRM Panel B8, Fiood m m«s) Tone
Date Effective/Revised Date _ Zone(s) ~ AO, use base flood depth)
0095 2 3/1/1884 371713988 A-3 ! 1.50

B10. indicate the source of the Base Ficod Elevation (BFE) data of base flood depth entered in tern BS.
Clriserfie  Elrrm [ Communiy Determined [CJother Source

BY1. indicate elevation datum used for BFE in tem 89: [X] NavD1928  [INavp 1988 [lOther Source
B12. Is the bullding located in 8 Coastal Barrier Resources System (CBRS) area of Otherwise Protected Area (OPAY? D Yes @ Ne
Designation Date {Jcers {Jora

SECTION G - BUILDING ELEVATION INFORMATION (SURVEY REQUIRED)

©1. Building elevations are based on: [ Gonstruction Drawings* ] Buiiding Under Construction™ [<] Finished Construction
*A new Elevation Certificate will be required when construction.of the building is complete.
Elevations — Zonas ATA30, AE, AH, A (with BFE), VE, VI-V30, V (with BFE), AR, AR/A, ARIAE, AR/A1-A30, ARIAH, ARIAQ. Gomplete ftems C2,a-h

below accarding to the buikling diagram specified in Itern A7. i1 Puesto Rico only, enter meters,
Vertical Datum NAVD ‘88

<2

rk Utlized  ALCO
indicate elevation datum used for the efevations in flems a) thrgugh h below, D NGVD 1928 [X] NAVD 1988 CI Qther/Source:
Datum used for building elevations must be the same as that used for the BFE. Check the measurement used.
&) Top of bottom floor (including basement, crawl space, or enclosuire floor), Q. 180 foet meters ,
b)  Top of the next highar ficor NiAE foot L meters
©) Bottom of the lowest horizontal structural member (V Zones only) /2t feet D meters
d) Atached garage (top of slab) T m/ald met L meters
e) Lowest sievation of mamnneq or equipment servicing the bullding D233 oot [T} meters
{Oes type of
- ~2.55[F feet ] meters

f)  Lowest adjacent (finished} gmde (LAG)

g} Highest adjacent (finished) grade (HAG)

h)  Lowest adjacent grade at fowest efevatian of deck or stalrs, including
structural support

260 teet  [Jmeters o .

. 308 feat

SECTION D « SURVEYOR, ENGINEER, OR ARCHITECT CERTIRE
is cartification iS to be signed and sealad by 2 tand surveyor, ‘enginesr, or grchitect authorized by faw to
mfomauon. ! oen‘ny that the infonmation on this Certificate represents mybesfem finferpret e data axd

that arty false may be by fine or under 18 LS, Coda,
[g Check here if comments are provided on back of form. Were latituds and longﬁude in Section A p!
Check here i ficenyed jand surveyor? Fl

4 993

s Namie
lwuis C. Hartmann

Tompany Name

Thie
Professional Xand Surveyor Gilbert, Kelly & Couturie Inc.
Addregs City State Code
2121 W. CAUSEWAY BIVD,., SUITE 121 HMETATRIE IA 70001
Slgnatur Date Telephone -
ey 10/2/2013 B age-2121
Repiaces all previous editions

FEMA Form 086-0-33 {1/4) See reverse side for continustion.




142

ELEVATI(}N CERTIEICATE, page 2 -
IMPORTANT: -inthess spaces, copy me mmpmﬂngwnmahm from Sect:on A
: (233

Thep
orbne)\oxmsslgnm The Staloments in Seciions A; B,

The focal official wha rived
and G-of this Elevation Cerlificate;

6L The information it Section G+
15 authorizad by hwﬁve
2. [ Acommunly officist somptated

tocal Qﬁé@f& Name:"

Cormunlty Name
Cammef\ts
FEMA Form 086-0-33 (24): ‘Replaces all drevisis aditions
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ELEVATION CERTIFICATE, page 3 BUILDING PHOTOGRAPHS
‘ See Instructions for Hem A8,

IMPORTANT: In these spaces, copy the comresponding {nformation from Section A,

Building Sheet Address {naluding Apt, Unit, Sulte, andion Bidg. No.) or P.O, Route and Box No.
2HEL5 ORLEANS AVE.

Cily State . ZiP Code
HEW ORLEANS A FOLLQ

f using the Elevation Cerlificate 1o ebiain NFIP floodinsuratics, alfix at least two building photographs below scoording to
‘the instructions for tem AB, Identify all phofographs with: date taken; "Front View” dnd “Rear View®, and, if required, "Right
1Side View” and “Left Side View If submitting more photographs than will fit on this page, use the Continuation Pags,

follow!

ERGA Form D8B-0-33 {344) Bes reverse side for continuation. Repiaces all pravious sditfone
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ELEVATION CERTIFICATE, page 4 BLHLDING PHOTOORAPHS

Condinuation Page

IRPORTANT: In these spaces, copy the correspond

ik tion from Seclion A,

Buiiding Street Address (inchuding Apt, Uni, Suile, andfor Bidg. Na.) or PO, Regte and Bax No.
2618 ORLEANS AVE.

City
HWEW ORLEANS

Slate £ Code
L 7OLL9

if submitling more photographs than will fit on the preceding  page, affix the addifionat photographs below. dentify alf
photographs with: date taken; *Front View" and *Rear View”, and, i required, "Right Side View" and “Left Side View.”

e View 307

FERA Form 0860

I3

Ay

Sae reverse side for continuation.

Replaves alt previous editions
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Page 1 of 1

Fidelity National Property And Casualty

Quote Number
17 QT42863405 99

Total Building Coverage
150,000

Total Conterits Coverage
50,000

Premium by Deductible Combination
Buailding Contents Disc/Surc Total Premium

1,000 1,000 O 4,483
2,000 1,000 5 4262
2,000 2,000 .75 " 4,151
3,000 1,000 10 4,039
3,000 2,000 125 3,929
3000 3,000 15 3,818
4,000 1,000 15 3,818
4,000 2,000 175 3,707
4000 3,000 20 *3,596

4,000 4,000- . 225 3486
5000 - 1,000 175 3,707

5000 2000 20 3,596
5000 3,000 22 3,508
5000 4000 235 3442
5000 5000 25 3,375

hitps:/fwww.wrightflood net/FidelityOnline/Flood/B60PI1272pf jsp ) 10/5/2013
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APPENDIX C: Example 1

This pre-FIRM property was purchased in 2011by a Pennsylvania couple
as a future retirement home. Upon hearing of the changes in the Biggert-
Waters Act, the owners sought and elevation certificate and learned that
the full-risk rate of the home had increased from $3300 to over $59,000.
Even with the phase-in of rates, this sharp increase has made the home
unaffordable and the home is now up for sale. The owners fear they will
not be able to sell the home because of the full-risk rate.
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Flocd Processing Center
Submit Department -~ Specifically Rated Quote

555 Corporate Drive or PO Box 2057
Kalispell, MT 59903-2057
Phone #: 1 (888) 389-8659
Fax #: 1 (406) 257-140%9
Email Address:

Date: 10/15/2013
Fax number:

L sl
Attention: W
From: submitfaxdfloodpro.net

Number of Pages including cover: 2

Quote For: Wikl
Policy/Quote Number: ERPFEEIRImmEIEY
WEB Quote #: <«

>

!

X

Reminder: This Quote will be valid for a peried of 30 davs until: 11/16/2013

CHECK LIST FOR INFORMATION REQUIRED TO ISSUE A
NEW BUSINESS SUBMIT POLICY

Application - Completed and signed by an Agent.

Elevstion Certificate - Completed and signed by an Engineer/Survevar.

Recent Photos of the front and back of the entire building or construction drawings

if the building is under construction.

Variance Form or Statement of no Variance.

Eisvated Building Determination Form (for all elevated buildings).

Certified letter frem a qualifying official verifying that the enclosure is designed/built
with breskaway walls is required if the enclosure is 308 sg. fit. or more using masonry
walls and represented as being breakaway.

Full Premium

Additional Information Reguired - If Marked below:

]

Piease provide the deductible requested on the application.

Please provide a list of machinery/equipment and appliances in the enclosure/basement

on the aeplication.

(This is required since the EC shows M & £ (C3e) at an elevation below the BFE.

Please identify what the survevor has indicated.

Please send a signed statement that the elevation certificate address and the application
address are the same.

Please provide both addresses on the verification,

€55 on EC must show as the crawl space/enciosure fioor and the C3b as the next higher floor.
Other - please see below:

Comments:

This quote is rated as a pre-FIRM construction that is elevated with a

1416saft enclosurs and with smachinery or cauipment below base flood elevation.

Please be advised if any of the information used to rate this gquote changes or

is incorrect this quote is void,

If you have any questions please feel free to call our customer service line

at 1-8885-389-8659.

Thank you!

This Quote is based on the information provided. The final premium determination will be made
following an underwriting review.

Please call our Submit Department at the number above if you have any questions or need further
assistance.
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Policy/Quots Number: NS 10/15/2013

WEB Quote #:

Quote For: W
Underwriter: submitfax@dfloodpro.net

Premium Calculations

.- < DISCOUNT/ NET

COVERAGE DEDWCT . INS. AMT. RATES PREMIUM BUYBACK PREMIUM
Building 2000 60,000 21.160 12,696

Added “ .. 196,000 21.168 __ 48,206
Building Totals: - 250,000 52,900 3,967 48,933.00
Contents 2000 25,000 18.560 4,640

Added 75,000 18.560 13,920
Contents Tetals: 100,000 18,560 1,392 17,168.00
Total Building and Contents: 71,480 5,359 66,101.00

Policy Term: 1

Expense Constants g
ICC Premium: 34.00
Community Discount: 9,920.00
Community Probation Charge:
Annual Premium: 56,215.00
Reserve Fund Assmt: 2811
Policy Service Fee: &4
Total Annual Due: 59,070.80
Other Deductible Options: (Please Select the Deductible Option You Want)
Building Contents Premium
1,000 1,000 $63,853.00
2,000 2,000 $59,870.00
3,000 3,000 $56,286.00
4,000 4,000 $49,503.00
5,000 5,000 $47,908.00

See Checklist for complete submission reguirements to issue a New Business pelicy.

This Quote is based on the information provided. The final premium determination will be made
following an underwriting review.

Please call our Submit Department if you have any guestions or need further assistance.



150

Flood Processing Center

Submit Department - "FEMA Special Rate" Quote

%8883 389-862;

Fax #: 1 (406) 257-1408
Email Address:

Date: 1071672013

Fax number:

Attention:

From: submitfaxdfloodpro.net

Number of Pages including cover: 2

Quote For:
Policy/Quote Number: o
A

WEB Quote #:

Reminder: THIS QUOTATION IS BASED ON "“FEMA SPECIAL RATES™.
This Quote will be valid for a period of 30 days until: 11/15/2013

Important Note; The quote provided is based on an in-depth underwriting analysis by FEMA.
The policy will be updated and reviewed upon each renewal. Updated information

Ci.e. updated interior photos) may be required before the policy can be updated

with next year's new renewal "FEMA Special Rates".

CEECK LIST FOR INFORMATION REQUIRED TO ISSUE A
NEW BUSINESS SUBMIT POLICY

Application - Completed and signed by an Agent.

Elevation Certificate - Completed and signed by an Engineer/Surveyor.

Recent Photos of the front and back of the entire building or construction drawings

if the building is under construction.

Variance Form or Statement of no Variance.

Elevated Building Determination Form (for all elevated buildings).

Certified letter from a qualifying official verifying that the enclosure is designed/built
with breakaway walls is reguired if the enclesure is 300 sq. ft. or more using masonry
walls and represented as being breakaway.

X Full Premium

Additional Information Required - If Marked below:

Please provide the deductible requested on the application.

Please provide a list of machinery/equipment and appliances in the enclosure/basement

on the application.

(This is required since the EC shows M & E (C3¢) at an elevation below the BFE.

Please identify what the surveyor has indicated.

Please send a signed statement that the elevation certificate address and the application
address are the same.

Please provide both addresses on the verification.

€3a on EC must Show as fthe crawl space/enciosure floor and the C3b as the next higher floor
Other FEMA Requirements - please see below:

It

This is a revised aquote for coverage amount changes only. Ho other changes

have been made., Please see original guote correspondence for any additional

information for policy issuance as well as any disclaimers for ouote premium

amount as they may still apply.

Please call our Submit Department at the number above if you have any guestions or need further
assistance.
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WEB GQuote #:
Quote For:
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R——— 5

Underwriter: submitfaxafloodpro.net

This Quote is based on "FEMA Special Rates®

COVERAGE DEDUCT

Building 2800

Added

Building Totals:

Contents
Added

Contents Totals:

Premium Calculations

INS. AWT.
60,000
> 190,000
250,600

¢
¢
]

Iotal Building and Contents:

Other Deductible Options:

DISCOUNT/
RATES PREMIUM BUYBACK

16,100 8,460

14.100 26,738

35,250 2,291
8.478 ]
8.470 L]
1] ]
35,250 2,291

Policy Term: )

Expense Constant:

ICC Premium:

Community Discount:
Community Probation Charge:

Reserve Fund Assm

Annual Premium:

Policy Service Fee:

Total Annual Due:

Building Contents Premium

— 1,000 431,535.00
I 2,000 $29,490.00
— 3,008 $27,916.00
. 4,000 §$26,344.00
5,000 $24,770.00

See Checklist for complete submission requirements to issue a New Business policy.

NET
PREMIUN

32,959.00

.en

32,959.00

)
34.00
4,949.00
¢

28,044.00
1462
46

29,490.00

10/16/2013

{Please Select the Deductible Option You Want)

This Quote is based on the information provided. The final premium determination will be made
following an underwriting review.

Please call our Submit Department if you have any questions or need further assistance.
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10/30/2013 06:05 FAX 215 657 0780 WRINSTEIN SUPPLY @oox
o NORTH CAROLINA JOINT UNDERWRITING ASSOGIATION
= NORTH CAROLINA INSURANCE UNDERWRITING
oo P.0. BOX 5009 - GARY, NORTH CAROLINA 27512
P {918} 821-1298 - wewnciua-naUALNG
BOMEOWNER WIND DECLARATION
0! CONTRACT
RENSEWAL POLICY EFFRCTIVE
10/28/2013
PAL 1
POLICY NUMBER %—{ EFFECTIVE TIME AT THE DESCRIBED LOCATION | PRODUCER'S CODE
P ————— 10/28/2013  10/28/2014 12:0% AM STANDARD TIME 706840
NAMED INSURED AND MAILING ADDRESS PRODUCER: (510) 329-4443
MERE——— SPI GRODE,INC
SN 12500-105 NC HRY 50 & 210
pr———— ==Y SURF CITY HC 28445
L WG,

THE DESCRIBED LOCATION COVERED BY THIS POLICY IS LOCATED AT:

3655 ISLAND DR
N TOPSAIL BEACH NC 28460-0000

RATING INFORMATION: .
NOM OF FAMILIES OCCUPIED BY PROTECTION CLASS  YEAR TERRITORY CONSTRUCTION TYPE
BUILT CODE
i OWNER N 1878 ;] FRAME

THIS RENEWAL DECLARATION RENEWS YOUR POLICY FOR THE PERIOD SHOWN. WE WILL
PROVIDE THE INSURANCE DRSCRIBED IN THIS POLICY IN RETURN FOR THE PREMIUM AND

(LI IR LD

COMPLIANCE WITH ALL APPLICABLE POLICY PROVISIONS. COVERAGE I8 PROVIDED WHERE

A PREMIOM OR LIMIT OF LIABILITY IS SHOWN FOR THE COVERAGE. PLEASE ATTACH THIS
DECLARATICN PAGE TO YOUR POLICY.

COVERRGRE WRITING RESTRICTIONS MAY APPLY T0O EXPIRED OR CANCELED POLICIES IF THERE
IS A NAMED STORM LOCATRD WITHIN THE COORDINATES OP IORGITUDES 65 DEGREES WEST
AND BS DEGREES WEST, AND LATITUDES 20 DEGREES NORTH AND 37 DEGREES NORTH, IF
YOUR PREMIUMS HAVE NOT BEEN PAID TO THE ASSOCIATION.

SECTION I COVERAGES LIMITS OF LIABILITY PREMIIM
A-DWELLING COVERAGE §$339,000 $3,487.00
B-OTHER STROUCTURES $33,900

C~-PERSONAL PROPERTY $125,600

D-I08S OF USE $67,800

SECTION I DEDUCTIBLES-IN CASE OF LOSS WE COVER ONLY THAT PART OF THE LOSS OVER
THE DEDUCTIRLE STATED RELOW: .
DEDUCTIBLE LIMIT
DEDUCTIBLE-WINDSTORM AND HAIL $2,500
DEDUCTIBLE-NAMED s'romq 1%/ $3,390
TOTAL BASR PREMIUM $3,487.00
TOTAL ADDITIONAL PREMIOM $327.00
TOTAL PREMITIM $3,814.060
POLICY IS BILLED O MORTGAGEE

ESSENTIAL PROPERTY INSURER : AMERICAN MODERN INS GRP
(If incorrect or changes please inform your Producer and the Association).
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10/30/2013 08:06 FAX 215 857 0780 WEINSTEIN SUPPLY @ooz
RENEWAL DECLARATION PAGE 8445 %
AMERICAN FAMILY HOME INSURANCE COMPANY

/2\& HOMEOWRERS POLICY DECLARATIONS POLICY NUMBER: 0700047065050

NAMED INSURED; AGENT 073018

JOHNSON & JOHNSON INC
: PO BOX 899
HERSRRRRERERO CHARLESTON SC 28402

BROKER 806264

SFI GROUP-SURF (ITY
13500-108 NC HWY 60 & 210
SURF CITY NC 284485
PHONE: {810} 329-4443

POLICY PERIOD:

FROB: OCT 28, 2013 TO:0CT 28, 2014
12:01 A M, STANDARD TIME

AT INSURED PROPERTY ADDRESS

{NSURED PROPERTY: ]
iSunED P LIENHOLDER 1 ACCT: Sstsimmss

N TOPSAIL BEACH NC 2B480-8205 Jrevwy

Se-RARnses,
CORAQPOLIS PA 15108-6942

1 SEASONAL FRAME ) ONEFAMILY TWO STORY 06 84

THIS POLICY PROVIDES ONLY THE FOLLOWING COVERAGES FOR THIS UNIT:

[SECTION TTEN COVERAGE LIMIT PREMIUI ]
1 COVERAGE A HOMEQWNERS HO3 $339,035 $740.00
i COVERAGE C  PERSONAL PROPERTY $163,600
1 COVERAGE B OTHER STRUCTURES $34,000
1 COVERAGE D LOSS OF USE $101,800
2 COVERAGEE  PERSONAL LIABILITY-PER OCCURRENC $500,000 $12.00
Z  COVERAGEF  MEDICAL FPAYMENTS-PER OCCURRENCE 28,000
2 DAMAGE TO FROPERTY OF OTHERS 4500
1 COVERAGE ¢ PERS PROFERTY REPLACEMENT COST $37.00
1 DEDUCTIBLE  SUBJECT TO ALL PERILS * $2,500 $187.00-
2 COVERAGEF  WMEDICAL PAYMENTS-PER PERSON $5,000 $12.00
i DWELLING ADDITIONAL AMOUNTS OF INSURANCE SEE FORM $18.00
1 PROVIDES AN ADDL 26% OF COV A
1 DWELLING ORDINANCE OR LAW COVERAGE $33,904
i COVERAGE A WATER BACKUP/SUMP OVERFLOW COV. $25,000 $40.00

MINIMUM WRITTEN AND/OR EARNED MAY AFPLY  TOTAL PREMIUM $669.00

[CONTINUED ON REVERSE SIDE}
ENDORSEMENT FORMS APPLICABLE TO THIS POLICY:
SIK3T 00T S0 OpUE SINOD  OV/O8; SCRIZ OOA% SEPIZ 06T

N1 12/12; IN1B2 QBB7; INIEO 06712 INDFT Q7I06; SHNIZ OG/GT;
S0 10G0; S3A32 QEH O 53032 GHOE; 83632 G310y SIPIZ o708
SIWAR 708 V9Ies 11008

AL TO LENHOLDER
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Standaxd Policy

‘Type: Renewal
Policy Period: 10/26/2013 To 10/28/2014
Form: Dwelling

WEINSTEIN SUPPLY

@oo03

FOUCY NUMOUES O /UL 0BUDLBLY LS

FLOOD POLICY DECLARATIONS
Service Insurance Company

To report a olaim calls {800) 753-8656
These Declarations are effective
as of: L0/28/2013 at 12:01 M

Producer Name and Mailing Address:
SFI GROUP YNC
13500 HIGHWAY $0/210 STB 105

Insured Name and Mailing Address:

& SURF CITY, RC 26445-7934 a
K
8
bl
S
:g Pr d by
Agent/Agency #.  00700-00354-000 QCesse d
< R;‘?elrgasce * s Flood Inxumyn‘cs Processing Center
Phone #: (970)329-4443 P.O. Box 2057 Ralispell MP $8903-2057
Property Location: Building Description:
3655 ISLAND OR Bingle Femily
N TOFSALL BEACH, ®C 28460 Two Floors
Slab On Grade
£ Main Hmse{mmin%
B Principal/Primary Residence: N Single Family Dwelling
2 Prexmium Payor: 1st Mortgagee
8 Flood RiskiRated Zone: a= Current Zone:
I3 Community Number; 37 0466 4266 J
& Community Naime: NORTHE TOPSATL BEACH, TOWN OF Elevaied Building: ¥
Grandfathered: No Dacludes Addition{s) and Extencsion{sz)
Pre-Firm Constxuction Replacement Cost: $322,300
Program Type: Ragular Number of Units: 1
| Type Coverage Ratas Deduct | Discomk | Sab Total Premium Coleulation
g Building: 2s0,006.] 910/ 730 ] 2,000 2,047.50 ium Sulbtotal 3.393.00
;.'} Cantets: 200,000 | 13v0 7 2,010 1 3,000 234600 |FCC Premium: 55,08
Contents CRS Discount: 53700
Lowest Floor Above Ground =
? Location: |revel and Higher Floors Reserve Fund Assme: 147.00
E’Sg 4400
g “en
-8~ R s
3,122.00
First Mort; ; Third Mortgage:
LOAN SERVICING
TT6 SUCCESIORS AND OR ASSIGNS -
o PO BOX 4025
& CORROPOLIS, PA 15108-6342
] Loends D603212073
kA
g Second Mortgage: Additional Loss Payee:
&
g
=
Thia Declaration Page, in with the policy, eonstitutes your Flood Insurance Policy.

In WITNESS WHERECQF, we have ;gned this policy below and hereby enter into this Insurance Agreement.

Al

Pt 0. B
Becrctary
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NOTES
1. This plot bk e oy

SRID NORTH

\ 4, Pdwroncasc M 65 PG 13T
K 5. Flood 2 - VE .
Corrapuntty

LINE TABLE

L §59%46°35'v  2000°

L2 S60°2234°W  P53Y -

L3 $9BMESAV 362y -
S3R17STE ~

L3 SE0I7DAN  KadT :

LE NGO 3443E 1300

L7 NeHOSE 176
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B oS e seoury « ELEVATION CERTIFICATE OME No. 18600008
Navonal Flood fusirence Frogrem Importy Read the i on pages 1-9. Explration Date: July 31, 2018

SECTION A~ PROPERTY INFORMATION

Al Buiding Ownet's Name:

gﬁmmgsmzm {inchuding Apt., Unit, Sulte, andfor Bidg, No.) or P.O. Roule and Box No;

City North Topsall Beach State 8C 2P Code 28460

oparly LIESCrpton (Lot and BIock NUmUeH, 18X Parce! NUMBer, LEgal DBSCRpLon, 81c.)
Tradl\.w& Linda Baker Subdlislon, Dend Book 3872, Pg 821; Map Book 43, Pg 137

A4, Buitding Use (8.9, Residantial, N i Addmon eic.} Residsntial

A5, LattudelLongitude: Lat| 34-2827.0 Long. TT-27:30.4 Horiznnis! Datumy {J NAD 1927 £ NAD 1883
AB. Astach at least 2 phatographs of the building IPthe Cenrificate Is baing uzed to ebtsin ficod insursnca,

A?. Buidng Diagram Number §

Afl. Fora buiking with & Srawlspaca or snclosursts): A9. For 8 buliding with an attached garuge:
3] Squere tootage of mtspm ure:sdmun{s) 1448 =at ¢) Sguoare footage of attached garags na st
B). Humberof epenings 4} Number of panmagest flood openings In the aftached garage
oF erciosure(s) within 1.0 fmnbnva ad}aoemgmda i within 1,0 foot abave adjacent grmde na
€} Tatyl net srew of 00 opanings it ABD 331 sgin ¢ Totsl nel awme of flosd opanings In AL syin
d} Engineered fload openings? LIves B No ) Enginessed flood opunings? ] Yes ] No
SECTION B ~ FLOOD INSURANCE RATE MAP (FIRM) INFORMATION
B1. NEIP Community Narme & Communbty Nurmber B2, County Nama B3. State
370468 Nuth Topsall Beach Onslow NG
B4, Map/Panel Numbes B3, Suffix B6. FIRM index Date BY, FIRM Panel B3, Flood B85, Base Flood Elevation{s) (Zone
l 372042§sm } d l 21807 ! Effactve/Revised Date { vanéts) AQ, usa ha gga ]

810, Indicate the souroe of tha Base Flood Elavation (BFE)} data or base fiood depth eatared arttom B3,
{1 FiS Frofie B FrM =l Detesmi o
B11, Indicate slevation datum used for 5FE In hewm BY: [1NGVD 1920 B NAVD 1568 7 Otber/Source:
812, s the bulding Incated in & Cosstal Barriar Resources System (CBRS) afes or Olherwise Frolactsd Ares (OPA)? Oves " ®No
Designation Date: 3 cars 0 ora

. SECTION C - BUKLDJNG ELEVATION INFORMATION (SUR{!E-\’ REQUIRED) *

C1. Bufiing alavations are based or: {1 Construction Drawings® 0 Bummg Under Construction®’ R Finlghed Construction
*A new Elevation Contificate will be retjuirad wheg of the buliding is
C2. Etevations - Zones A1-A30, AE, A, A (with BFE), VE, VI-V30, V (with BFE), AR, ARA, ARIAE, ARAT-AID, AFUAH, AR/AQ. Complata items C2.a-0
belaw according 1o tha bulkling disgrarm specifisd in tam A7, In Puena Rico only, enir meters.
Benchemark Utificed: i Vertical Datum: Geaid 04 VRS RTK GRS
Indiicate elevation datum used for the slevafions In Rerus &) theough h) bek!w. 0 nGVD 1529 8 NAVD 1088 DI OrherSoures: .
Batum used for buliding elevations must be the same as that used for the BF)

Check the metsurement used.
2} Top of baBom fone (i 3 or fioor} 58 Riteet [Dmeters
1Y Top of the next tigher floor 155 Rteat  Tmoters
<} Bottom of the Towest hartzontal strustural member (V Zooes only) 13 Rteot  [Imetors
o) Attactied garsge (top of sfab) NA Cifeet  (Jmetmes
e) Lowest elevation of machinery or equipment setviciyg the buliding BS Kfast Dmeters
{Describe typs of o loeation i C
) Lowest adjacem {finkshed) grare next 15 buitding (LAG) 3.5 Hiteat Dmetars
g) Hightt sdiscent (fnishad) grade next.to'bailding (HAG) Ritoet [Imeters

h} Lowsl adjacart qrade at lowest elevation of Seck or stairs, including structurl support NA (et Timems
SECTION D - SURVEYCR, ENGINEER, OR ARCHITECT CERTIFICATION |, :

This wmhnawmaigmzndseakdbyabndw:,mm wmwmmwwmwmﬁyemmc
# daty svailsbia.

i mwM&fmmMmyN i by Fers o s mmr'f&ﬂ.s. Cads, Sestion 1001,

b Checklvmvfmmmarewwhhdmbmwfcm Wers kifitege and ldngitude in Seciion A pravided by a.

{3 Check here if sttschmants. feonsed band suveye?. [ Yes N No

Qestifier's Name Weston Lyali License Number L-4438

Title CwnaPLS/PE Company Rame  Westen Lyall, PE, FLS, PLLE

Address 214 wa 17 N/v' City Holly Ridge Stste NC  ZiP Code 28445

Signature U - éé £ A Date 10713 Teleghone - §10-329-6861

FEMA Form 086-0-33 {7/12) See reverse side for continuation, Replaces all provious editions.
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IMPORTANT: in these zpaces, copy the eompondins information from Section A,

Buliding Street Audrmss (including Apt., Unlt, Sulte, snd/or Bldq. Rojar P.O. Route and Box No.
3855 Island Drive

City Nerth Topaall Beach State NG 2IP Code 26460
SECTION D - SURVEYOR, ENGINEER, OR ARCHITECT CERTIFICATION (CONTINUED;
Copy both sides of this Blevation Cartificate for (1) offiial, (3} -and {3) bultdlng owner,

Comments L2 e. The wood stand with the A/C unit

Wt

Signawre | Dats 10-7-13

SECTION E - BUILDING ELEVATION INFORMATION {(SURVEY NOT REQUIRED) FOR ZONE AQ AND ZONE A (WITHOUT 8FE)

FOYMAOWAWBFE)LWEMB-E&Hﬁwceﬁlﬁ@ubmzsum*:wmmLovamumw&mnsA B,
and T, For tems E1-Ed,mw0wqm¢u. # avalable. Chack the messinemant used, 1n Puers Fice only, adter meters.

EL Provids shevation ivfomigtion for mmmummmmmmmwmmnbwaummnwmﬂm
gmemmmomw grade (LAG),
) Tap of boltos: floor (nciuding b w is Ctest [} meters [ above or [ below the MAG,
b} Top of betien Boor or enc Cteet O meters Clabove or T befow e LAG,

E2. ForBuilding Dlagrams §-8 with ﬁeodopenmgswwtdedmsuunnumeWurs(mngﬁs-aoflmmommnenrwﬁnm
{felevaton ‘bnmedmmwwm Difeet Timeters [ aboveor [ belowthe

E3. Attachac garage (top of slabis _ . . Dfeet Dimeters Datovenr [ below tha RAG,

£4, Tonof platformof andlor squi savicing the bulidingis ____, Cfeet Censters Dmofﬂbeluw!beHAG

€5, Zone AC enly. i ne flood depih numberis avallable, is the top of the bontom Asor slevated in the

ordinanca? [ Yes {1 No [ Unknown. The local offial must certily this information In Section G,
: SECTION F ~ PROPERTY OWNER (QR OWNER'S REPRESENTATIVE) CERTIRICATION
‘The property owner of awner's, izad Sectians A, B, and E for Zons A {without FBMWO!WWMBFE}
er Zone AC mus! sign here, The statemants In Sedmns& B.and € gre comect to the best of my knowiedge.
Praparty Owner’s or Owner's Authorized Represertufiva’s Name

Address Chy State ZIF Coce
Signature Date Telephone
Camments
£ Gheck here i stactyments,

SECTION G ~ COMMUNITY !NFORMA'HW {OPTIONAL)

The local official who & twed by law of ord o ad WWMNA,B.C(ME),MdG
of tiis Blavation Cartificate, Oommmmmm:)wwww mmemwmhmm-mo.mmmm eriter mabars,

GL L] The information In Section & wak takan from other documentation that has been signed and sealed by & ficensed surveyor, enginear, or srchftect whe
is authorizad by lawio uemfye:evaﬂan information. (indficate tharsourca and dats of the alavation dats in the Commeants srea balow.)

G20 Ammm}tyvfﬁdalmphmsmmEmrahuiﬁ'mbwadhmuwmmamummﬁwswm“mw
G3. [ The follewing information {items G4-G10) is provided for communtty fleadplain managemant pupesas.

‘ B4, PermX Number GS5. Dats Permll lasved G6. Date Centficate OF ComplancefDcoupancy issued ]
L
G7. This pennit has been ssued for: [ New O O
G8. Elavation of ag-built fowest fioor { ing ofthebulkSng: __ . [Meet [Dmetars Gatum
G9. BFE or (n Zone AD) depth of flooding at ths bulding she; tee. DEeet Cmeatars Dedenn
G10. Cammunity’s design flood elovation: - Cret O mstere Datum
Local Qfficial's Name Titte
Commumity Name Telephone
Signatuce. Date
Comments

I Chogk herg i attachmants,

“EMA Form 086.0-33 (7/12) Raplaces all previous sditions.
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ELEVATION CERTIFICATE, page 3 Building PhotOQraphs
See Instructions for item A8,
IMPORTANT: in these spaces, copy the cotresponding Information from Sectidh A,

Bulkding sm Address (including Apt., Unit, Sute, sndfor Bidg, No.) ar PO, Route and Box New
3854 isha

Clty North Topsui Beach St NC  ZIP Code 28460

1f using the Elevation Certificate to ohtain NFIP fioed insurance, affcat 18ast 2 building ph balow g $o the &

for ltem A6, identify all photographs with date taken; *Front View® and "Rear Vavf" and, ¥ required, *Right Side \ﬁcw" and “Left Side
View.” When applicable, photographs must show the f ion witht ples of the fiood openings or vents, as

indicated in Section A8, If submitting mare photographs than will fi on this page, usa the Continuation Page.

FRONT VIEW
{ROAD SIDE)

FEMA Form 086-0-33 (7/12) Replaces all previous editions.
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ELEVATION CERTIFICATE, page 4 Byilding Photographs
Continuation Page
IMPGRTANT: In thess spaces, tupy the cormasponding information from Section A,

Buliding Strest Address (ncluding Apt. Unit, Suite, andior Bidg. No.j or P.O. Rodte and Box No.
3655 tstant Drive

Chy NORTH TOPSAL BEACH State NG ZiP Code 20460

i Syt
If submitting mere photographs than will fit on the preceding page, affix the addlitional photographs below. Identity o photograp
with: date takent “Fronl View” and "Resr View': and, i required, ‘Right Sida View" end ‘Lef Side View." When applicable,
photographs must show the faund: with i tas of the flood Ings or verts, as In Section A8,

REAR VIEW

FEMA Form 086-0:33 (THZ) ) Replaces all previous editions.
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APPENDIX D: Example 1

Attach is a list of the 53 communities that currently have the basement
exception as allowed under 44 C.F.R. 60.6(c) of FEMA's NFIP regulations.
This exception allows communities to be insured under NFIP even if the
residence includes a basement below the base flood elevation (BFE). The
basement exception is only available in zones A1-A30, AE, AO and AH and
the basements are required to be floodproofed.
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APPROVED COMMUNITIES FOR RESIDENTIAL BASEMENT
FLOODPROOFING RATING CREDIT

COMMUNITY STATE/
NUMBER COMMUNITY NAME EFFECTIVE DATE! STATUS?
Alaska ‘ e ,
025009 Fairbanks N. Star Borough 2/28/73 Current
Idaho
160028 Ammon, City of . 6/8/90 Current
lowa
190488 Clive, City of 4/24/81 Current
490031 independence, City of 8/7/89 Current
190309 La Porte City, City of 6/12/89 Current
200484 Colwich, City of 1/17/86 Current
200323 Derby, City of 2/15/83% Current
200019 Great Bend, City of 8/10/83 Current
200131 Halstead, City of 7/8/83 Current
200215 Lindsborg, City of 11/7/94 Current
200334 Rossville, City of 2/18/92 Current
200318 Salina, City of 3/6/86 Current
200316 Saiine County 1/14/86 Current
200134 Sedgwick, City of 5/18/86°% Current
Minnesota
270287 Alvarado, Clty of 2/28/85 Current
275235 Clay County 3/28/75 Current
270080 Dilworth, City of 8/25/83 Current
275238 East Grand Forks, City of 5/15/86% Current
275244 Moorhead, City of 2/12/76 Current
270414 Roseau, City of 7/14/92 Current
270273 Stephen, City of 5/10/83 Current
270274 Warren, City of 8/24/82 Current
Nabraska
310069 Fremont, City of 1/25/79 Current
310103 Grand Island, Clty of 7/29/80 Current
310100 Hall County 2710/80 Current
310001 Hastings, City of 7/8/83 Current
310239 North Bend, City of 10/15/98 Rescinded 11/1/08
310046 Schuyler, City of 9/17/91 Current
310039 Sidney, City of 12/4/84 Current
310104 Wood River, City of 1/42/82 ~ Current
New York
360226 Ambherst, Town of 11/20/78 Current
360232 Clarence, Town of 8/1/00 Current
1 Effective date corresponds 1o the date of the letter from FEMA thal granted the community's exception request.
2 The Residential Floodproofing Rating Credit may be & d for those i idings with a valid
Fioodproofing Certificate that were b the date and date, but not on or after the rescission date.

3 The data the cornmunity adopted floodproofing ordinances.

CERT & OCTOBER 1, 2012
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FLOODPROOFING RATING CREDIT continued

COMMUNITY STATE/
NUMBER COMMUNITY NAME EFFECTIVE DATE! STATUS?
North Dakota
380256 Barnes, Township of 1/22/82 Current
380020 Casselton, City of 6/18/81 Current
385364 Fargo, City of 3/26/15° Current
380137 Grafton, City of 5/21/81 Current
380338 Harwood, City of 12/19/85 Current
380259 Harwood, Township of 1/22/82 Current
380022 Horace, City of 1/22/82 Current
380023 Mapleton, City of 1/22/82% Current
380681 Oxbow, City of 6/1/923 Current
380263 Pleasant, Township of 5/5/83 Current
380257 Reed, Township of 1/22/82 Current
380324 Reiles Acres, City of 8/23/82 Current
380258 Stanley, Township of 2/8/82 Current
380024 West Fargo, City of ©/5/78 Current
South Dakota
460044 Madison, City of 8/30/83 Current
550612 Allouez, Village of 1/11/93° Current
550800 Ashwaubenon, Village of 10/27/78 Current
550020 Brown County 2/21/7TF Current
£§50021 Depere, City of 10/27/78 Current
550022 Green Bay, Clty of 10/27/78 Current
550023 Howard, Village of 10/27/78 Current
550309 Shiocton, Village of 8/1/98 Current

1 Effective date corresponds to the date of the letter from FEMA that granted the community's exception request.

for those

with 8 valid

2 The Residential Floodproofing Rating Credit may be

the

date and

Floo Certi that were

3 The date the community floodproofing

CERT &

date, but not on or affer the rescission date.

OCTOBER 1, 2012
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Testimony of Joshua Saks
Legislative Director, National Wildlife Federation

United States House of Representatives
Financial Services Committee, Subcommittee on Housing & Insurance
“Implementation of the Biggert-Waters Flood Insurance Act of 2012: Protecting Taxpayers and
Homeowners”

November 19, 2013

Good afternoon Chairman Neugebauer, Ranking Member Capuano and Members of the
Subcommittee. I am Joshua Saks, and I serve as the Legislative Director for the National
Wildlife Federation (NWF), the nation’s largest member-based conservation, education and
advocacy organization with more than four million members and supporters and affiliate
conservation organizations in 47 U.S. states and territories. I appreciate the opportunity to share
our views on impacts the National Flood Insurance Program (NFIP) has on the environment and
associated ecosystem benefits, and to discuss how these priorities may be impacted by the
implementation of the Biggert-Waters Flood Insurance Reform Act of 2012.

National Wildlife Federation is a strong supporter of Biggert-Waters because it helps to reduce
the habitat loss that accompanies unwise, federally-insured development in coastal and riverine
areas, helps protects people and communities from floods and storms, and saves taxpayers
money. That said, we believe now is the time for Congress to enact targeted changes to the law
to address legitimate concerns about certain rate increases ~ increases that may impose
significant and unaffordable costs on bomeowners and communities.

National Wildlife Federation has long been engaged in protecting and restoring the nation’s
coasts, wetlands and floodplains: areas that provide some of the most vital wildlife habitat for a
wide range of species. And healthy natural systems also help protect people and communities by
providing buffers to wave action, storing water to minimize flood heights, and reducing storm
surge. But decades of federal policies have led to increased development and alteration of coasts
and floodplains that as a result are no longer able to serve important environmental, public
health, and safety functions. Because of our work to reform those policies, NWF joined the
Smarter-Safer Coalition, a broad-based partnership of conservationists, free-market and taxpayer
advocates, low-income housing advocates, insurance interests and other stakeholders to support
passage of Biggert-Waters. NWF and the coalition continue to support the central tenets of that
Act. Key reforms in Biggert-Waters took significant strides towards addressing the shortcomings
of the NFIP that will help lessen its negative ecological impacts. Specifically these include:

1. Risk based rates
2. Improved science guided mapping
3. Improved mitigation
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We recognize that implementation of some of the reforms contained in Biggert-Waters, in
particular the unintended impact of move towards risk-based rates on certain properties, has
caused great concern and threatens to derail some of the conservation gains contained in the Act.
Congress should address these concerns with targeted action.

Though Biggert-Waters made needed changes to the troubled flood insurance program, we
understand there could be some people-—specifically owners of primary residences who now
find themselves facing higher flood threats due to land use decisions made by the federal and
state governments - who potentially could face higher and unaffordable rate increases. Among
those facing these threats are communities in coastal Louisiana, where National Wildlife
Federation has worked to restore coastal wetlands for over a decade. Some of these communities
have been settled for more than two centuries. Their increased flood threat is not the result of
choices that they made, but rather are in large part the result of governmental actions that
changed the management of the lower Mississippi River, built a vast network of federal
navigation channels, and permitted and incentivized thousands of miles of oil and gas canals, all
leading to the highest marsh loss rate in the nation—a football field every hour. The loss of
millions of acres of marsh that formerly buffered those communities is a leading cause of their
increasing vulnerability. We believe that there are targeted changes to Biggert-Waters that could
be made to help those most at risk without rolling back all of the rate reforms.

We are concerned that anxiety about projected increases may create a perverse incentive to
promote Federal structural flood protection at the expense of sustainable non-structural solutions
and ecosystem restoration, at a time when the existing backlog for authorized federal projects is
in the tens of billions of dollars.

Today I hope to offer potential solutions to alleviate the legitimate concerns of policy-holders
while ensuring that the intent of Biggert-Waters is carried out.

Floodplains & Coastal Habitat Functions are Vital

Floodplains and coastal habitats include the bottomlands that cradle rivers, streams and oceans
where land and water meet. Functional floodplains provide vital breeding, foraging, and nursery
habitat and support a variety of plants, insects, reptiles, amphibians, birds and mammals.
Floodplains are also crucial to the survival and recovery of many threatened and endangered
species, including salmon, steelhead trout, sturgeon, bivalves, migratory birds, and sea turtles. In
their natural form, floodplains also provide an array of environmental and public heaith benefits.
Specifically, floodplains reduce the number and severity of flooding events; filter water
pollution; reduce extreme temperature fluctuations in streams and rivers; allow for the recharge
of groundwater that provides drinking water for many communities; and provide countless
recreational and associated economic benefits from bird watching, hunting, hiking, fishing and
more. According to a 2012 report by the Outdoor Industry Association, an industry trade group,
Bureau of Economic Analysis data shows that outdoor recreation generates $646 billion in
annual consumer spending.’ Alterations to floodplains threaten wildlife by changing the flow,

! “The Qutdoor Recreation Economy”. Qutdoor Industry Association. 2012.
http://www.outdoorindustry.org/pdf/OIA_OutdoorRecEconomyReport2012.pdf

2
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hydrology, and bottom surface of river systems; eliminating wetlands and other important habitat
areas; and straightening and deepening channels, resulting in siltation, nutrient overloads and
other water quality impairments. And these impacts have a ripple effect—modifying the natural
function of floodplains puts people in harm’s way.

Biggert-Waters Contained Key Reforms

By subsidizing development and redevelopment in environmentally sensitive and high-risk areas,
the NFIP, intended to encourage sound land use, has largely done just the opposite. In
combination with other federal water policies including navigation and flood-control activities of
the Army Corps of Engineers, the result has been large-scale loss and alteration of floodplains.
Important natural systems have been developed, filled, and leveed off. The Nation bears the high
cost of these policy failures: increased flood risk and flood intensity, habitat loss and destruction,
the placement of people in harm’s way, and economic devastation when floods hit. Between
1978 and 2008, the number of NFIP policies in force has nearly quadrupled from 1.4 million to
5.6 million. And as more and more properties are located in floodplains, the ecological benefits
the floodplains provide are further degraded.

Compounding these challenges are the increasing impacts of climate change on the millions of
Americans living in coastal areas or along major rivers. According to the Intergovernmental
Panel on Climate Change, climate change “can result in unprecedented extreme weather and
climate events,” and many of these events have an outsized effect on those living in coastal and
riverine areas. While no one extreme weather event can be solely attributed to climate change,
factors like sea-level rise and warming oceans can make storms stronger and more destructive.
For example, due to sea-level rise, the extreme flooding along the mid-Atlantic coast caused by
Hurricane Sandy is more than 30% more likely to occur today than it would have been half a
century ago.® And the cost of extreme weather events is rising: the United States saw a total of 11
billion-dollar weather disasters in 2012, making it the second costliest year on record.*

Because of these strong connections between flood insurance, the natural environment and the
need to adapt to a changing climate, the National Wildlife Federation has long advocated for
substantial reforms to the NFIP to ensure that people and communities understand their true
flood risk and are encouraged to and can access resources for hazard mitigation. We favor a rate
structure that puts the NFIP on more sustainable footing while sending the right market signals to
promote better land use planning and mitigation.

With these changes, the program has the potential to live up to its original goals. However, we
believe some fixes are needed to address unintended consequences. The Technical Mapping

% “Managing the Risks of Extreme Events and Disasters to Advance Climate Change Adaptation.” Intergovernmental

Panel on Climate Change. March 2012. http://ipcc-wg2.gov/SREX/

¥ “New Report Connects 2012 Extreme Weather Events to Human-Caused Climate Change.” World Resources
Institute. September 6" 2013. :

events-human—caused-chmate change
* “Eleven Billion-Dollar Disasters in 2012: NOAA.” Weather.com. June 14, 2013.

hitp://www.weather.com/news/billion-dollar-disasters-2012-20121220
3
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Advisory Council (TMAC) established under Biggert-Waters will help make maps more
accurate. We encourage the TMAC to incorporate into its maps the benefits of natural, nature-
based, and restoration risk-reduction features in addition to more traditional flood protection.
Under Biggert-Waters, flood mitigation programs have been consolidated and streamlined to
allow for more pre-disaster mitigation. But these dollars are not enough. It is in the national
interest to make properties and communities more resilient—and to invest in mitigation in
advance of the next big storm. Flood insurance rates are being adjusted to send market signals to
limit unwise development and to encourage mitigation whenever possible. Mitigation will not
only help protect lives and property, it will also reduce flood premiums.

Implementation Challenges of Biggert-Waters

We recognize that implementation of the premium rate increases mandated by Biggert-Waters
has caused concern, specifically in areas being remapped. Reports of dramatic increases have
caused panic in some communities across the nation. Unfortunately, it is impossible for residents
to discern which of these reports are based on actuarial science and which are based on
speculation and guesswork. Congress, FEMA and impacted communities must work together to
gain a better understanding of the impact and scope of rate increases and to provide targeted
assistance to those who need it.

To be clear, NWF endorses a market signal to lessen harmful development and redevelopment
and to encourage communities and individuals to mitigate risk. However, we have some targeted
fixes to ensure the economic well-being of communities and their residents. While premium rate
increases resulting from remapping are unknown (FEMA has targeted early 2014 to begin this
process), FEMA has said that areas at significant risk will face increased rates. While we believe
Biggert-Waters’ implementation must continue on schedule, we believe the Committee should
consider targeted solutions that blunt the impact of rate increases on those who could face undue
financial harm. However, simply kicking the can down the road by delaying most rate increases
is not, in our view, an adequate solution. Rather, we believe that there are targeted changes to
Biggert-Waters that could be made to help those most at risk without rolling back all of the rate
reforms.

Certain principles underlie the policy proposals we are recommending today: Delay of rate
reforms is not a solution. The flood risk to homeowners is real and it is increasing, and the
National Flood Insurance Program should reflect that. Maps must be accurate, and rates must
send a meaningful market signal that is fair to both policy holder and taxpayer. Policyholders
deserve certainty.

Suggested Policy Reforms

As noted above, increases in premiums for remapped properties mandated by section 207 of the
Act have not yet been determined. FEMA has reported that process won’t begin until middle
2014°. As a result, neither the public nor the Congress has information about the scope and
severity of those increases. To help policyholders separate what is real and verifiable information

s ”B:ggert -Waters Flood Insurance Reform Act of 2012 Timeline.” FEMA, October 8 2013.
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in the media from what is not, FEMA must provide clear guidance as to how much policyholders
in remapped communities can expect to pay.

In the meantime, NWF suggests several steps to provide relief for owners who need it. First,
NWF believes in the power of pre-disaster mitigation. But not all homeowners will have the
means to take these critical safety and resilience measures on their own. The role of Congress in
providing mitigation is clear: invest in properties now, and see the benefits multiply in the form
of safer, more resilient communities and lessened economic disturbance from floods later. There
is clearly a role for individuals, municipal, local, and state governments in mitigation. In the case
of the Community Rating System, the benefits of investment are two-fold: greater resilience, and
Jower flood insurance rates——and we encourage robust participation in the program. But
direction should come from the national level. This multi-level approach will include property-
level mitigation, regional efforts like structural flood control measures where appropriate (levees,
bulkheads and pumps), and non-structural approaches like wetland restoration and land use
planning to protect and promote natural features to the maximum extent practicable: a balance of
“green” and “gray” infrastructure. After all, often nature itself provides the most effective and
lowest cost flood control measures.

To date, federal funding for individuals, communities, and states to mitigate flooding and
disaster risk has fallen far short of demand. Congress must significantly increase the funding for
NFIP mitigation programs including the Flood Mitigation Assistance Program, Repetitive Flood
Claims Program, and Severe Repetitive Loss Program and Stafford Act programs including the
Hazard Mitigation Grant Program, Pre-Disaster Mitigation Program, Public Assistance Grant
Program, and Fire Management Assistance Grants Program.

In addition, we recommend that Congress ensure that a percentage of funds allocated through
these programs are directed towards areas being hardest hit by Biggert-Waters mandated rate
increases. We also encourage Congress and FEMA to target as much funding as possible from
the NFIP Reserve Fund created by Biggert-Waters to provide much needed mitigation dollars.

While mitigation is ultimately the key to both risk-reduction and cost containment for NFIP
policies, we recognize that other remedies may be needed to limit the shocks associated with rate
increases. NWF recommends that Congress immediately lengthen the phase-in period for rate
increases to grandfathered-properties facing updated Flood Insurance Rate Maps. Unfortunately,
Biggert-Waters provided this class of property holders with the shortest of all phase-in periods in
the bill. Congress should extend the phase-in period to limit the irimediate financial impact of
rate increases and to give communities and individuals ample time to take mitigation actions so
that they will hopefully never see a rate that they cannot afford. In addition, Congress should set
limits on premium increases imposed on primary residences to ensure that those increases do not
exceed what is affordable to homeowners.

NWF also endorses means-tested subsidies to offset the cost of a risk-based rate for primary
residences when homeowners simply cannot afford the cost of the policy. NWF argued for this
approach while advocating for the passage of Biggert-Waters. The Obama Administration noted
the same concern in its Statement of Administration Policy, in which they a desire to work with
Congress to find “additional reforms to strengthen the NFIP and help economically distressed
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homeowners....” Congress should immediately establish a subsidy outside of the rate structure
of the program based on the need of the policy-holder. Rates must reflect risk, but some
homeowners will need assistance.

Congress should also consider requiring all properties in residual risk areas- i.e., properties in
areas behind levees that would flood if a levee fails, a levee is overtopped, drainage systems are
overwhelmed, or drainage systems are incapacitated- to purchase flood insurance. These
potential high risk areas are not identified on current flood risk maps despite the fact that the
potential risk. Bringing these properties into the NFIP would better protect these homeowners,
help them understand their risk and help the program achieve actuarial soundness.

We also urge Congress to address regional concerns that are impacting rates. In some areas of
the country that are heavily dependent on levee systems for flood control, particularly parts of
southern Louisiana, some property owners are likely to experience dramatic rate increases
because updated flood maps are not crediting the flood protection provided by non-federal or
non-accredited levees. And while we understand and applaud that FEMA is currently delaying
map finalization for areas where this issue is being disputed and the Levee Analysis and
Mapping Approach (LAMP) process is ongoing, Congress should take steps to rectify this
oversight and FEMA should include this in their maps and provide commensurate rates that take
the flood control benefits of these unmapped levees into account. In addition we understand there
is a lack of clarity for how the program charges rates associated with homes that have basement
storm shelters and encourage Congress to clarify that these basements are not covered by NFIP
and should not increase rates.

Finally, NWF is committed to working with members of this Committee, the organizations on
this panel, the coalitions we represent, FEMA, and impacted communities on proactive solutions
to make the program sustainable, vibrant, and fair. We cannot afford to turn back the clock and
return to the days when the federal government subsidized to the tune of billions of dollars
development and re-development in coastal areas and floodplains across the country, putting
people and communities in harm’s way. We must move forward with implementation of historic
flood insurance reform legislation while rapidly addressing some of the unintended
consequences of Biggert-Waters in a targeted and responsible way. In an era of increasingly
frequent and severe flooding events, reforming the flood insurance program in a responsible and
fair manner is now more urgent than ever.

¢ Statement of Administration Policy: S. 1940—Flood Insurance Reform and Modernization Act of 2011. {June25,
2012} http://www.whitehouse.gov/sites/default/files/omb/legislative/sap/112/saps1940s 20120625 pdf
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Introduction

Chairman Neugebauer, Representative Capuano, and members of the Housing and Insurance
Subcommittee, more than 1 million members of the National Association of REALTORS® (NAR)
thank you for this opportunity to testify on implementation of the Biggert-Waters Flood Insurance
Act of 2012.

My name is Moe Veissi. T have been a Realtor® for over 40 years, and am the broker-owner of
Veissi & Associates, Inc. in Miami, FL. Since 1981, I have setved the Realtor® community in many
capacities, from local association president to NAR’s 2012 President. Based on numerous first-hand
accounts over the years, as well as my direct personal experience as a practitioner in the field, I can
assure you that there are few issues of greater importance to real estate markets than ensuring access
to affordable flood insurance.

Thank you for passing a 5-year reauthorization of the National Flood Insurance Program (NFIP). 1
especially wish to acknowledge Representative Maxine Watets today, for ber continued leadership
and tireless efforts in maintaining access to affordable flood insurance. Reauthorization ended the
uncertainty of month-long extensions or shut downs that cost 40,000 home sales each month. The
flood program also protects taxpayers by reducing the amount of emergency disaster relief to be
spent on underinsured properties after major floods.

While the 5-year NFIP reauthorization brought stability, the law has proven complicated and
difficult for FEMA to implement. Only the first round of rate changes have taken effect and
already, property owners and Realtors® across the country are reporting dramatic increases well
beyond what was imagined and certainly beyond congressional intent.

Realtors® strongly support the “Homeowner Flood Insurance Affordability Act” introduced by
Representatives Michael Grimm (R-NY) and Maxine Waters (D-CA), and by Senators Bob
Menendez (D-NJ) and Johnny Isakson (R-GA) in the Senate. This legislation would delay further
implementation of the major rate changes until FEMA completes the affordability study requited by
Biggett-Waters, creates an office of the Advocate to investigate the flood insurance rate increases
and reports to Congtess with a proposed solution to the problems encountered based on the
findings.

In the interim, NAR calls on FEMA to convene a national summit with key stakeholders to develop
2 longer-term affordability solution. We believe that the Agency already has the ample authority
under current law to begin the discussion and should not wait for Congress. We stand ready to
work with you and the Administration to bring clarity to housing markets subject to the Biggert-
Waters reforms.

Biggert-Waters Provided 5 Years of NFIP Stability

The Biggert-Watets Act of 2012 (BW12) provided the first longer-term NFIP reauthorization in
many years. Eighteen times since 2008, Congress had extended the program month-to-month.
Twice, Congtess gridlocked and failed to pass an extension. During each lapse, NFIP could not
write insutance policies in more than 20,000 communities nationwide where flood insurance is
required for a mortgage, and therefore for most property purchases.
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The BW12 reauthorization ended the uncertainty surrounding extensions and shutdown that cost
40,000 home sales per month. Each lost sale meant lost jobs, income, economic growth and
community tevenue. The reauthorization also protected taxpayers by reducing the amount of
emergency disaster relief that Congress will need to spend on uninsured and undetinsured properties
after the next major flood.

In addition to reauthorization, BW12 maintained NFIP coverage for all properties so no one would
have to take their chances in a virtually nonexistent private flood insurance market. While there may
be the potential for some niche players where lenders can accept a non-NFIP policy, private
insurance companies would still cherry pick and likely not find it profitable to write policies in higher
risk coastal zones.

BW12 also instituted several reforms so that the NFIP could more quickly pay back the loans
incutred to cover losses from Hurticanes Katrina and Sandy and remain solvent over the long-term.
The law phases out subsidies for the “Severe Repetitive Flood Loss” properties that represent 1% of
insured propertes but 30% of flood claims. It also provided a 4-5 year transition period for most
properties to adjust to any rate increases, as well as allowing installment payments for flood
insurance so the costs would not have to be absorbed in one lump sam.

Lastly, BW12 included improvements to the accuracy of the flood maps used to determine which
properties requite flood insurance. It created a technical council of experts to review and set the
mapping standards. It also subjected FEMA’s mapping determinations to third-part dispute
resolution and provided for reimbutsement for successful map appeals.

BW12 achieved many of NAR’s NFIP priorities, and ensured the program’s continuation for the 5.5
million businesses and homeowners that rely on the program for flood insurance. It also ensured
that U.S. taxpayers will spend less on emergency disaster assistance for underinsured properties after
major floods. However, there have been a number of unintended consequences as a result of the
new law. The remaining issues of affordability must be addressed.

BW12 Implementation Has Unintended Consequences

While bringing stability to the NFIP, the law has proven too complicated and difficult for FEMA to
implement in an open and transparent process for all stakeholders. To date only the first round of
rate changes have taken effect and already property owners and Realtors® across the country are
reporting dramatic increases that are well beyond what we and many members of Congress believed
to be possible. FEMA is relying solely on their network of write-your-own (WYO) insurance agents
to roll out the changes to the program without sufficient training or timely, up-to-date information
needed to fully respond to consumer questions.

Selective implementation has contributed to the rate confusion

FEMA has introduced needless comiplexity into an already complicated law. For example, FEMA
waited nearly nine months to implement section 205’s removal of subsidized rates at point of sale
for properties purchased after July 2012. It was not until March 2013 that FEMA issued guidance
50 that the WYO companies could begin quoting the non-subsidized rate for purchased properties.

3
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FEMA’s guidance directed WYOs to implement the purchase provision beginning on October 1,
2013 and to apply it retroactively to sales beginning in July 2012. Some WYO companies were
quicker than others in updating their rate quote software before that date. Those that could update
provided two quotes for one property ~ the first if the home was purchased before October 1 and
the second, if purchased afterward. This only confused prospective buyers. The other WYO
companies, however, only provided the first rate quote, not the second.

In addition, FEMA has yet to implement section 207 because it only recently began collecting the
data on “grandfathered” properties, ie., those properties that have been mapped and are paying an
actuaral rate but whose risk has increased due to new maps. In the past, these properties were
allowed to keep their original risk rates because they were built to code at the time. FEMA has
posted on its site that it will begin phasing out grandfathered rates in late 2014 at the earliest. That
date, howevet, seems to be a moving target.

While continuing to roll out new maps and pushing forward with some provisions increasing rates,
FEMA has yet to implement the other provisions that could help homeowners in the affordability
arena, including:

» Completing the affordability study required by BW12 so Congtess can understand and act
on the rate changes; the report was due April 2013 but may not be completed for another
two years.

e Providing for installment payments and reimbursement for successful flood map appeals.
We are not awate of FEMA’s plans to initiate either rulemaking any time soon.

s Issuinga “without levee” policy to give partial credit in the premium rates for any flood
protection provided by a dam or levee that has not been federally accredited.

In addition to the changes mandated in BW12, FEMA continues to roll out flood map updates in
communities across the country. While not a result of BW12, maps and changes in the law do have
overlapping effects. The vast majority of Realtor® reports come from areas where a map was
recently updated. Part of the rate increases could be due to the property being mapped into a higher
risk flood zone, in addition to a subsidy being phased out. But we do not have the information to
determine how many of the reports involved a new flood map.

Homebuyers were not warned

Because FEMA delayed, then retroactively applied, the purchase provision in section 205, many
home buyers, specifically those who bought between enactment of BW12 and March 2013, were not
warned of rate increases before purchasing their properties. Flood insurance policies are not labeled
as “subsidized.” Many of the homebuyers did not learn of the increase until opening the policy’s
renewal notice. For example:
¢ Tim and Caterine Clearwater (Purchased November 2012) — First-time home buyers with an
infant who searched for years near his work as a merchant marine. The Clearwaters spent
their life savings to put a 20% downpayment on their purchase and took out a conventional
loan on a modest 1950’s home in Haleiwa, HI. They were never told and are facing an
increase from $2,700/year to $28,000 or more/year (see example 5 of the appended report).
e Brent and Maggie Campbell (Purchased October 2012) — Second home buyers of an 850 ft*
beach rental in Folly Beach, SC. Like many other middle-class families, the Campbells —
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both architects — were looking to supplement their income with an investment property.
They too were never told of the increase from $825/yeat to $13,000/year (nearly a 1,500%
premium increase) according to the rate quote.

Neither the Clearwaters nor the Campbells can afford the increases they face. Both would have
walked away from the purchase had they been informed.

There do not appear to be good options for these families:
e Neither can sell without significanty reducing the homes’ listing prices and taking a loss.
Both have maxed or neatly maxed out their flood policy deductible at $5,000.
The Campbell’s rate reflects 2 Community Rating System discount of $2,100.
The Clearwaters home was already elevated before purchase.
The Cleatwaters were not able to obtain an elevation certificate by the renewal deadline of
October 31, so they received a tentative rate of $10,000/year for one year.
e Ifunable to get a loan to elevate or buyout the propetty, both could be facing foreclosure.

Realtors® supported BW12 as it passed the House (H.R. 1309), which included a gradual 5-year
phase-out both for the purchase or grandfathering of property. There was also a 12-month grace
period before the phase-outs would begin. The Senate version did not include a purchase provision.

When added to the omnibus transportation bill (called MAP-21) the night before the vote, those
provisions changed. While still applying to grandfathered properties, the gradual 20% cap on rate
increases for the purchases was deleted, as was the grace petiod. Buyers would see the full actuarial
increase upfront, but Congtess intended them to be warned first. Also, the grandfatheting provision
appears to have been expanded to include “any property,” when the original intent was to limit it to
helping newly mapped properties.

The vote was on a conference report for the bill so amendments were not allowed. It was a Sophie’s
choice: either support the final bill with the changes, or oppose and risk 4 years of efforts to
reauthorize NFIP and get real estate transactions moving again in 20,000 communities nationwide.
Realtors® chose to support the reauthotization and keep working to make any necessary technical
corrections.

$87,000 Flood Insurance
"This was supposed to be a myth.

No one could have imagined rates of this magnitude. Before BW12, FEMA had repeatedly reported
in its annual rate reviews that subsidized policy holders were paying 40-45% of the actuarial cost and
that the average subsidized rate was $1,200/year in 2011." The Congressional Budget Office adopted
those figures when scoring the legislation. When FEMA was confronted with the reports of $30,000
flood insurance, the Agency initially responded that actuarial rates could range between $500 and
$10,000 or more, but it would be unusual to see a rate outside this range.

t GAO. “Flood Insurance: More Information Needed on Subsidized Properties,” Report #GAQ-13-607, July 3, 2013.
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Yet consumers and Realtors® across the nation were routinely reporting rate quotes for flood
insutance in the $20,000-$30,000 range. Consequently, prospective buyers have been walking away
or refusing to come to the closing table on properties if flood insurance is required. Some sellers
have responded with a front-yard sign or MLS selling point that “no flood insurance required.”
Others, who are not so fortunate, are being forced to reduce their listing price or choosing not to
sell and are stuck. Based on NAR survey data before October 1, 2013, when the first round BW12
went into effect, Realtors® reported that 10% of their transactions wete located in 2 floodplain.

On October 1, coastal markets froze. The freeze spread, and has been felt as far inland as A zones
near rivers in Indiana. Accotding to RAND, a $500 premium increase is associated with a $10,000
decrease in property value based on previous research.” Not only were the increases affecting the
sellers but also entire neighborhoods as winners and losers were picked. It was costing jobs and
income in telated industries and rippling throughout the local economy and community tax base.

We asked an expert, Lisa Jones of Coastal Flood Solutions, to review several of the rate quotes we
received, including one for $§87,000. She’s a certified floodplain manager with nearly 30 years of
experience advising clients on the NFIP from a variety of vantage points, including former NFIP
coordinator and past president of the Association of State Floodplain Managers. Her full report
with findings and recommendations is appended to this testimony.

While information to draw definitive conclusions isn’t available, it appears that the $87,000 example
is potentially a mistake by the insurance company. The example involves the purchase of property
under BW12. However, the property’s construction date (1986) appears to follow the community’s
first flood map (1984), meaning it may be eligible for a lower grandfathered rate (i.e., untl FEMA
implements section 207). It will also have to be confirmed that the structure is built to A-zone
standards or has a cutrent policy where the rate can be assigned. Moreover, this appears to be a
classic case of over-insurance: the quote was for $250,000 of coverage but the property may require
less insurance if the structure is valued at less than that. The public tax assessment suggests that the
structure’s value is closer to $92,000; for this amount of coverage, the flood insurance would cost
only $24,000/year.

Cost is not the only issue

Each property should have only one actuarial rate. Different WYO insurance agents should all be
quoting a single rate based on FEMA issued guidelines. Yet many of the Realtor” reports involve
multple rate quotes for a single property.

The attached report highlights three such examples. In one case, the buyer received six different
quotes ranging from $10,000 to $30,000 per year; three of those came from different agents for the
same company. Accotding to our analysis, all 6 insurance agents provided inaccurate information
about the property. When inputting the data into the rate-quote software, information about the
home’s true elevation, construction date, CRS discount, eligibility for grandfathering, all were
entered incorrectly. Those mistakes drove the quotes. As the old saying goes: garbage in, garbage
out. When the correct data was entered, the true rate turned out to be $480 per year, which has
been confirmed by FEMA.

2RAND. “Flood Insurance in New Yotk City Following Hurricane Sandy,” Pre-published report, 2013, page xxi.
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Lack of training appears to be contributing to excessive rate quotes. FEMA currently has a 4-hour
introductory class that is required only if agents write for the NFIP Ditect Program. It does not
teach agents how to fill out an application for flood insurance. FEMA could expand the class and
modify its agreements with WYO companies to make it a requirement. Additionally, FEMA could
require training for surveyors, engineers ot architects who complete the Elevation Certificate as part
of the Letter of Map Change process.

Many of the rate quotes also appear to be based on arcane “Submit-to-Rate” procedures that require
individual judgments for properties that are two ot more feet below base flood elevation. There is
no transparency in the calculations. The quotes issued do not contain enough information to
reproduce the estimates. This should be addressed.

To our knowledge, insurers do not routinely re-underwrite old policies or even verify the accuracy of
basic facts about a property before applying rate increases. At least one insurance company adjusted
a premium rate upward because the original agent writing the policy a decade before had made a
mistake and missed a basement. Another listed a basement on the declaration page of the policy,
even though one does not exist for the property.

Right now, consumers have no one to turn to when faced with multiple differing rate quotes for the
same property. They are essentially told to trust the WYO agent. If this were a question about the
standard homeowners® policy instead, the owner could turn to the state insurance commissioner.
There should be an equivalent advocate at the federal level for flood insurance.

Conclusion

While BW12 brought certainty to the NFIP, we now see some unintended consequences as well.
However, at this time we cannot identify enough information to determine how many of these are
due to the law, its implementation, insurance rating error or flood map updates.

Therefore, Realtors® urge you to support the “Homeowner Flood Insurance Affordability Act” to
delay further implementation of the major rate changes until FEMA can complete the affordability
study required by BW12, create a flood insurance advocate to further investigate rating abnormalities
and report back to Congress with a proposed affordability solution.

In the interim, we ate also calling on FEMA to convene a national summit with key stakeholders to
develop a long-term affordability solution and work with industry and consumers implement the law
in the most transparent and understandable process possible. We believe that the Agency already
has the authority under current law to begin the discussion.

Thank you for the opportunity to shate the Realtor® community’s views on such a critical topic. We
stand ready to work with you and the Administration to bring clarity to the housing markets under
BW12.
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Consultant Disclaimer

CAROLINA FLOOD SOLUTIONS LLC prepared this report for the sole use of the client and for the intended
purposes stated in the agreement between the Client and CAROLINA FLOOD SOLUTIONS LLC under
which this work is completed. The report may not be relied upon by any other party without the express
written agreement of CAROLINA FLOOD SOLUTIONS LLC.

CARCLINA FLOOD SOLUTIONS LLC has exercised due and customary care in conducting this analysis but
has not, save as specifically stated, independently verified information provided by others. No other
warranty, express or implied is made in relation to the conduct of the analysis, or the contents of this
report. Therefore, CAROLINA FLOOD SOLUTIONS LLC assumes no liability for any loss resulting from
errors, omissions, or misrepresentations made by others. The use of this report by unauthorized third
parties without written authorization from CAROLINA FLOOD SOLUTIONS LLC shall be at their own risk,
and CAROLINA FLOOD SOLUTIONS LLC shall not accept any duty of care to any such third party. The
information in this report shall not be construed to judge, assign blame or fault others, but it merely
analyzes sequences of events that led the Clients circumstances, for which they are seeking relief.

Ali recommendations, conclusions, opinions and findings offered in this report are based on current,
laws, regulations and policies currently in effect, unless otherwise stated. Any recommendations,
opinions or findings stated in this report are based on circumstances and facts as they existed at the
time CARDLINA FLOOD SOLUTIONS LLC performed the work. Any changes in such circumstances and
facts upon which this report is based may adversely affect any recommendations, opinions or findings
contained in this report.

No Part of this report may be copied or duplicated without the express written permission of the Client
and CAROLINA FLOOD SOLUTIONS LLC. Where field investigations have been carried out, these have
been restricted to the level of detail required to achieve the stated objectives of the work referred to in
the Agreement.

©CARCLINA FLOOD SOLUTIONS PO Box 290663 Columbia SC 28229 {803)730-8626 11/15/2013
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NFIP Policy Rating Analysis
Summary of Findings after and Recommendations for Improvements

Carolina Flood Solutions LLC is a private consulting firm who assists clients with a variety of flood
insurance and floodplain related concerns, including determining if their flood insurance policy is rated
properly, resolving any misrating or discrepancies and offering mitigation options to insured’s who
desire to lower their premiums. Below are five policies or quotes that we selected as part of this case
study to support a foundation for recommendations for improvements to the NFIP operational
structure, to “shore up” the NFIP before rate increases are expanded or grandfathering is removed, thus
making sure that those who are affected are categorized and rated properly. :

Disclaimer: None of the information in this document is to be considered quote or un offer of coverage, but an
estimate or observations for research and informational purposes only. Example 1 utilized the NFIP Flood Insurance
Monual dated 5/1/12, and the remaining examples are based on the NFIP Flood Insurance Manual dated 10/1/13.

Background:

Carolina Flood Solutions LLC works with clients to help lower their flood insurance premiums through
forensic underwriting premium audits. My report outlines five policies or quotes that were part of this
case study that highlights where mistakes were made that result in insured’s being overcharged for their
fiood insurance premiums or rules misinterpreted, making a residences for sale unattractive to two
potential buyers, and lastly, a new homeowner caught off guard by the retroactive application of
insurance rates and affordability.

{ have gleaned that while most agents try to do a good job, they are not prepared for the complexities of
writing a flood insurance policy, as it differs from the normal property and casualty lines they are
familiar with.

Summary:

Two of the three policies included in the case study were found to be misrated, which resulted in annual
savings and eligibility for multi-year refunds. The third is a structure for which 6 different agents
provided quotes to potential buyers or the insured. The NFIP quotes applied the full-risk rate premium
and exacerbated the misunderstanding of the NFIP Biggert-Waters NFIP Reform Act of 2012 leading to
two potential buyers walking away. The fourth example is an outrageously high quote for over $87,500
that over insures the structure, Based on the information provided this structure is post-FIRM and
should not be impacted by the Biggert-Waters Reform changes that have been implemented thus far.
The fifth example is an example of a homeowner who bought a house a year before that changes were
effective and has been caught off guard by the retroactive provisions of the Biggert-Waters Reform Act
of 2012,

©CAROLINA FLOOD SOLUTIONS PO Box 290665 Columbia SC 29229 (803)730-8626 11/15/2013
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Example 1: Misrating

Client’s Flood Insurance declarations page (Figure 1) indicates the structure has an unfinished basement.
The structure actually is elevated on a crawlspace as supported by the elevation certificate (Figure 2} the
client obtained. The cause of the misrating was incorrect information regarding the building. The error
resulted in a refund of $846 for the current year in addition to the previous year. Having been
compensated with a 2 year refund, the remaining three year refund is pending.

Figure 2 Example 1 Declarations Page
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Figure 2 Example 1 Excerpt from Elevation Certificate
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Example 2: Misrating

Client wanted to determine if installing vents would lower her flood insurance premiums and to
determine why she lost full coverage five years ago. The client had a quote of approximately $20,000 to
restore full coverage to the structure. In 2006, according to the declarations page (Figure 3} the insured
was rated Pre-FIRM, elevated, and located in flood zone B. Later that year, the insurer (WYO Company),
requested more information from the agent and the insured’s coverage of $250,000 was reduced to an
amount for the premium received. The revised NFIP policy issued for building coverage in the amount of
$19,000 (Figure 4) on a building whose replacement cost of the building is $650,000. The building was
then classified as Post-FIRM, non-elevated and located in an A zone.

An underwriting review of all documentation revealed a number of mistakes. The wrong date of
construction was used; an incorrect determination flood zone determination was made and the policy
was now a “submitted for special underwriter review" resulting in a loss of its "grandfathering” status
and CRS discount. Typically, structures that are determined to have the lowest floor two or more feet
below the base flood elevation cannot use the standard rate tables from the NFIP Manual and therefore
are referred for “special underwriting review.”

Once the misrating was corrected and, the policy was properly underwritten with correct information,
the insured received a $4,336 refund for five years of overpayment. The Insured was initially deni
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multi-year refund by the Insurer {WYO Company) and it was only after the consultant appealed their
decision to FEMA did the WYO Company issues the refund. The policy now provides full building and

contents coverage for a lesser amount than the insured paid for the last five years.
Figure 3, Example 3 2006 Declarations Page
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Figure 3 Example 2 2013-2014 Declerations Page
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Example 3: Home for Sale, Numerous Inconsistent Quotes

This structure is for sale and the Insured is trapped by the misinformation regarding the implementation
of the October 1, 2013 NFIP changes for the Biggert-Waters NFIP Reform Act of 2012. The Insured is
currently rated with an elevation difference {(ED) of +5, jocated in an AE zone {current zone: VE),
grandfathered, post-FIRM and the premium based on the May 31, 2013 Flood Insurance Manual was
$403. The Insured approached more than 6 different insurance agents and received a variety of quotes
as seen below {Figure 5). All agents provided quotes applying the Biggert-Waters NFIP Reform provisions
even though the structure is clearly post-FIRM. In my opinion, after reviewing these quotes, | observed
that all the guotes used different dates of construction, different elevation differences, none applied
grandfathering, and the CRS discount even though they qualified had the quotes been completed
properly. The CRS discount in this community is 25%.
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Figure 4 Flood Insurance Quotes
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After reviewing the current policy | determined it was misrated based on today’s standards as the
enclosure below the base flood elevation did not contain sufficient openings and therefore should have
been rated using an elevation difference of 42, not +5. Lastly the 3 quotes in red {quotes 3-5) were
submitted to the same WYQ Company by different insurance agents. Fach of these agents submitted
difference rating factors resulting in three different quotes ranging from $16,543 to $21,793. As this
structure is post-FIRM and a primary residence it Is not impacted by any of the Biggert-Waters
provisions implemented thus far and the client has lost two sales of her home over the Biggert-Waters
scare of higher premiums at the time of sale.

Example 4: Quote Review of Home for Sale

| was provided a quote of $87,574 for a 1319 square foot home located in a VE flood Zone with a base
flood elevation of 17 feet NAVD and was asked {o review the quote and note observations. The quote
provided for $250,000 Building Coverage and $100,000 Contents Coverage with a $1,000 deductible and
an elevation difference of -8, The house is for sale at $279,000

in addition to the quote, | was provided the MLS listing, and the elevation certificate which included
photographs. 1 was not able to confirm if structure is currently insured or the building vaiue, as | was not
provided a current NFIP declarations page, or a property appraisal for comparison.

Discoveries:

According to the MLS report the date of construction of the home was 1986. FEMA’s Community Status
Book reveals that the inftial FIRM Date for the Community was 1984. In comparing of these two dates
we categorized the structure as Post-FIRM. if there Is a current flood insurance policy in effect, the
owner could assign the NFIP policy to the new owner. The buyer would assume the existing NFIP policy,
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with the grandfathered rate, provided that it is utilized as a primary residence and it is not a severe
repetitive loss structure or other trigger under Section 205 of the Biggert-Waters Reform Act of 2012.

{ continued the review of the quote, as | could not confirm that there was an effective NFIP policy in
place.

Online research of the County’s tax assessor’s website revealed a land value of $187,000. Therefore, |
estimated the building value to be $92,000 {sale price minus land value} for the purposes of this review,
as no property appraisal was available.

After reviewing the Elevation Certificate | determined the elevation difference to be -8 feet. Using
FEMA’s Special Rating Guidelines, applying base rates, loads and fees, | estimated the premium to be a
little more than $24,400, rather than $87,574 initially quoted.

Based on the information provided, this is a clear example of a quote that appears to significantly over
insure the owner. This, along with the elevation difference and the insured not being offered optional
deductible, resuits in an exorbitant premium. Had the quote reflected an optional deductible of 55,000,
then the premium would have dropped to a little over $18,300.

While | did not investigate the FIRM and flood Zone in effect at the time of construction, | suspect from
the foundation type and rating below BFE, that it might have been constructed in a flood Zone beginning
with an “A"

Example 5: Tentative Rate Quote - Purchase of a Home in October 2012

This is an example of someone who bought a house on October 26, 2012, who paid 52,776 for flood insurance for
the first year, who was unoware thut their flood insurance was subsidized and that the impending NFIP rate
increases (effective a year later) could ultimately drive their premiums up to $47,000/year.

t was asked to review a quote of a Tentative Rate Policy of $10,331 {$6.00/5100 coverage), for a 862
square foot home located in a VE flood Zone with a base flood elevation of 14 FT NGVD. “Tentative rates
are used to issue policies when agents/producers fail to provide the required full-risk rating information.
With tentative rates, a policy will be generated with coverage limits based on the actual premium
received. Tentatively rated policies cannot be endorsed to increase coverage limits, or renewed for
another policy term, until the required octuarial rating information and full premium payment are
received. If a loss occurs on a tentatively rated property, payment will be limited by the amount of
coverage that the initially submitted premium will purchase using the correct actuarial rating
information.”’ Tentative Risk Rates range from $3 to $12 per $100 of coverage. Once the insured
produces an elevation certificate the tentative rate premium is converted to a full-risk rate premium.
With the removal of subsided rates for Pre-FIRM structures the full-risk rate premium coulid be
substantially higher as estimated in this example,

The insured purchased a standard NFIP policy in October 2012 when they purchased the home. The
declarations page provided to me indicated that the premium amount charged for year one {10/1/2012-
10/1/2013) was $2,776. This policy provided for $193,000 Building Coverage and $0.00 Contents
Coverage with a §5,000 deductible.

Discoveries:
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This is a single family, one story structure as substantiated by the photographs attached to the elevation
certificate. Per the NFIP Declarations Page the structure was built in 1950. A tentative rate policy is
cannot be renewed. At the end of the one year the insured is required to submit an elevation certificate
and the policy will be rated using the elevation information and full-risk rates will apply per Section 205
of the Biggert-Waters Reform Act of 2012. The structure became ineligible for subsidized rates at
renewal on October 1, 2013, when the Section 205 subsidy removal was implemented for Pre-FIRM
property sales that took place after July 5, 2012,

in comparing the elevation certificate, the photographs and the limited information on the declarations
page, | noted that the building is elevated is pier, posts, piles or columns indicative of a Diagram 5 on the
elevation certificate. There appears to be some homemade barrier around the pier, posts, piles or
columns to prevent animals, etc. from going under the house but it appears to be relatively open as the
area is not enciosed by solid walls. The rating description provided on the NFIP declarations page is
“single family, elevated, and two floors with no enclosure.” Based on the information provided, a more
accurate rating description per the NFIP Manual Lowest Floor Guide, would be “1 Floor No
Basement/Enclosure/Crawlspace. *

Once the elevation Certificate is submitted, the insurer will be required to utilize FEMA’s Special Rating
Guidelines to determine the premium for this structure. The lowest floor for rating will be depend on
the attachment method and composition of the material surrounding the piers, posts, piles or column
foundation.

e If the insurer determines the lowest horizontal member to be at 4.8 feet NGVD (Elevation
Certificate C2a, 5.8 feet NGVD — 1.0} an elevation difference of -9feat may be used for rating
purposes. This would result in an estimated premium of $47,900.

« If the insurer determines that the material surrounding the piers, posts, piles or column
foundation is not a factor, then lowest horizontal member to be at 7 feet NGVD {Elevation
Certificate C2b, 8.0 feet NGVD ~ 1.0) an elevation difference of -7feet may be used for rating
purposes. This would result in an estimated premium of $28,400.

According to the tax records, the sale and transfer of title took place on 10/26/2012. The sale price was
$610,000. According to the tax assessor’s records the land value is $361,000 and the structure is valued
at $55,100. Without a property appraisal stating a definitive value of the structure, | am unable to
determine if the homeowner is over insured, but since there is a vast difference it certainly warrants
further investigation by the homeowner.
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Conclusions

Fundamentally, some of the inherent business practices of the NFIP perpetuate the situation of
dissatisfaction with the program. FEMA alone cannot resolve these issues and restore confidence in the
program. In order for these issues to be resolved it is going to take a fundamental change in business
practices, performance and expectations and the formation of new partnerships and alliances between
the public and private sectors

Recommendations for improvements:

The following are recommendations regarding the need to support the foundation of the NFIP so that
the implementation of the NFIP Biggert-Waters NFIP Reform Act of 2012 can be fair and successful to all
policy holders and improve the long-term solvency of the program.

nimum 6 b

Mandatory Professional Educ ]
While requirements for continuing education are state requirements under the licensing provisions for
each profession, FEMA and the states must partner together to enhance the quality and performance of
agents in the area of flood insurance. Two types of professionals that can increase the likelihood of
misrating if mistakes are made are: 1) insurance agents and 2) surveyors, engineers or architects who
complete the FEMA Elevation Certificate.

FEMA currently has a 4 hour basic class for agents that is required only if the agent desires to write for
the NFIP Direct Program. It gives an introduction to the NFIP products and services but does not teach
the fundamentals of how to fill out an application for flood insurance. The current offering should be
expanded to include basic and advanced training for agents. FEMA could modify their agreements with
WYO Companies to mandate that a WYO Company require and/or provide training to those agents who
write flood for them. Additionally, FEMA could require training for surveyors, engineers or architects
who complete the Elevation Certificate as part of the Letter of Map Change process.

FEMA could reward participating states with enhanced CRS credit or more favorable cost share during
disasters.

consumer, This is similar to the Preferred Risk Policy Outreach Marketing Campaign.

Loan vs. Cash Regl Estote Transactions

When there is a loan closing involving a mortgage, the thirty-day waiting period is waived. Closings as
cash transactions are required to wait out the thirty-day period before the NFIP policy will be in effect
on a structure. This means that for the first thirty days the owner who paid cash is self-insuring and
exposed, unlike lenders who are regulated by the federal government. When there Is a real estate
transaction in place, there should be a level playing field and no difference between a loan and cash.
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missions {Agency & WYQ Company)}

The BW12 Reform is set to increase commissions for both the WYO and agents. Rather than cutting or
capping that commission, require WYO Companies and agents to earn their increased commission. They
should conduct new underwriting reviews of older NFIP policies to see if they are properly underwritten.
Homeowners policies are reviewed/updated periodically with new pictures, new rules applied, etc., so
why not NFIP {e.g., replacement costs. openings, vents, grandfathering, current map information, etc.)?

Cther ideos ond Suggestions

Promote Optional Deductibles. FEMA should require Direct & WYQO to add this information to

the renewal notice as an option.

Premiums paid in Installments, Initiate the rule making process 1o allow for the payment of
flood insurance premium in instaliments for non-escrowed premiums — as provided for in
Biggert-Waters,

Non-mortgage Transactions- level the playing field by treating mortgage and cash transactions
alike by waiving the 30-day waiting period for all transaction involving a sale or transfer of
property.

Special rating Qutreach and Mitigation Education. Remove the cloak and start a mitigation
awareness campaign 1o educate reaitors, homeowners, and insurance agents about mitigation
and those structural modifications that can be made to lower premiums. This includes
residential elevators and other construction practices that would lower premiums.

Disclose potential full-risk rate premiums early, This helps homeowners make decisions about
the return on investment opportunities as well as mitigation actions early on in the process.
Replacement Cost Value {RCV] Documentation, Require Documentation to support Replacement
Cost Value [RCV) where RCV is a rating factor (V-Zones). Some agents are under reporting the
RCV to keep premiums low for their clients and competitive; however, this results in an

inaccurate premium being calculated.

Community developed base flood elevations, FEMA has accepted community determined base
flood elevation data, as best available data, for a while. This data is acceptable to FEMA and
utilized for insurance rating purposes. One concern is that locally developed data does not have
to he submitted to FEMA for review not does it have to follow the normal FEMA process for
validating the accuracy of the hydrologic and hydraulic data or methodology. Community
developed data is not assured the same public review or scrutiny that FEMA studies are required
to adhere to. Since this data is locally developed and managed it is not appealable to FEMA. if
Community’s are going to utilize locally developed data it should be required to meet those
same standards required of FEMA. The data should be required to be submitted to FEMA before
the allowing the data to be utilized for insurance rating. Once this data is submitted and
validated by FEMA, FEMA should then be required publicize the availability of the data, initiate
an appeals process and incorporate the data, as appropriate.

NFIP Flood Insurance Manual U.S. Dept. of Homeland Security, FEMA —~ October 1, 2013
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5B CAROLINA FLOOD SOLUTIONS LLC

Insovetive Splutions for Compley lsspes

e
Lisa 8. Jones, CFM, CPM, ANFI

General Qualifications

As owner of her own business since 2011, Lisa works with client(s) to assist them
with understanding, interpreting and applying the complexities of the National
Flood Insurance Program (NFIP) to achieve desired outcomes within the
framework of the NFIP regulatory and insurance programs. Lisa’s expertise in all
aspects of the NFIP enables her to be an effective negotiator between her client(s),
jocal communities, technical, and insurance professionals.  Lisa‘s institutional
knowledge and expertise of both the NFIP insurance and regulatory programs
allows her to quickly identify NFIP appflication or rating errors saving her clients, in
some cases, thousands of dollars. Lisa then works with her clients and their agents
to optimize annual premium savings and the return on their investment.

Experience

Lisa Jones is best known as Chair of Association of State Floodplain Manugers
{ASFPM]} during the “No Adverse Impact” {NAI) launch and a Public Policy Leader.
Lisa Is an active member of the ASFPM Leadership Team who engages with FEMA
Leodership in Washington, DC and provides direct input on public policy.

tisa is @ proven leader with more than 28 years of diversified national experience
both in flood insurance and as a Project Manager with proven capability on
numerous regulatory, mitigation, mapping and federal/state partnership initiatives
totaling millions of dollars. Lisa’s high profile career and experience provides
opportunities to serve on numerous federal task forces, including FEMA's
Community Rating System (CRS) Task Force (2002-2009), as well as testifying
before Congress. Llisa served as the departmental member of the Governor’s
Razard Mitigati ragency Coordinating Council (11 years), 5C Department of
Insurance Sufe Home Board Member, and co-founder the Silver Juckets Program
in SC.

Prior to entering the consulting arena fulltime in June 2013, Lisa served a Senior
Professional with CSC, specializing in training Underwriters and Customer Service
Representatives on the National Flood Insurance Program to support the FEMA
Direct {Flood Insurance} Contract. Preceding her move to the private sector she
thrived in the public sector for 25 years as the NFIP State Coordinator with the SC
Department of Natural Resources and as the Assistant State NFIP Coordinator for
the NC Division of Emergency Management.

Most recently lisa has been working with companies and professional
organizations to digest the complexities of the new Biggert-Waters NFIP Reform
Act of 2012. Lisa is nationally recognized as a subject matter expert delivering
numerous presentations and acts as a “consumer advocate” for her clients.

Carolina Fiood Solutions LLC provides a comprehensive array of consulting services
in floodplain management, mitigation, flood insurance and flood mapping
speciatties as well as customized training programs.
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“Implementation of the Biggert-Waters Flood Insurance Act of 2012:
Protecting Taxpayers and Homeowners”
Tuesday, November 19, 2013 1:30 PM in 2128 Rayburn HOB

Congressman Bill Cassidy, M.D.
Statement for the Record

On July 6, 2012 the Biggert-Waters Flood Insurance Reform Act of 2012 (BW12) was signed into law,
reauthorizing the National Flood Insurance Program (NFIP) through 2017 with significant reforms. Congress acted
to make the NFIP rates more risk-based, reducing existing subsidies. As of October 2013, the NFIP owed the U.S.
Treasury $24 billion. This debt was largely accrued due to the failure of federal flood walls/levees in New Orleans
during Hurricane Katrina in 2005 and compounded by Hurricane Sandy’s destruction in 2012,

Key provisions of the legislation require the NFIP to phase out subsidized and grandfathered rates so that policy
premiums reflect true actuarial risk. These changes aim to make the NFIP solvent and ensure its long-term
sustainability. However, the legislation created an affordability challenge for policyholders in communities across
the country.

The economic ramifications surrounding unaffordable flood insurance has the potential to devastate home values,
small businesses, and entire communities across the country. Since the U.S. House of Representatives took action
in early June to delay certain flood insurance rate hikes, FEMA has released its Specific Rate Guidelines;
confirming fears of sudden and steep rate increases for many Americans.

In several cases around the country, the sale or purchase of a home has already begun to trigger significant rate
increases, In these situations, a homeowner could find themselves having to pay up to $10,000 or $15,000 more in
flood insurance premiums depending on FEMA's classification of the property and the position of the structure
relative to base flood elevation.

Meanwhile, FEMA is years away from completing the affordability study mandated by the Biggert-Waters Flood
Insurance Reform Act of 2012. FEMA has only begun to administer its revised Levee Analysis and Mapping
Procedure designed to take into account levee and flood protection structures when assessing a community’s true
flood risk. To this point, FEMA’s risk analysis fails to factor in the protection these levees afford communities.

In addition, flood mapping inaccuracy continues to be a prevalent concern within communities across the country.
Many map accuracy problems and successful map appeals resulted from FEMA having used inaccurate or outdated
data concerning land elevation and landscape features, in some cases data that is decades old. As an example,
Louisiana's coastal landscape is changing due to erosion and restoration. In many cases FEMA’s use of "best
available data” results in “mis-mapping” because the data is old and inaccurate. It is also of great concern that
FEMA has not yet administered a program that would allow homeowners to make monthly installments on their
insurance premiums. Instead, FEMA expects skyrocketing flood insurance premiums to be paid all at once.

FEMA has rushed to implement rate hikes on homeowners without implementing the portions of BW12 that could
help offset the costly premium increases. Many policyholders cannot afford nor will pay exorbitant flood insurance
premiums and a depopulation of the program could threaten NFIP’s solvency. This sporadic implementation of
BW12 is destroying home values, real estate markets, and the overall fiscal stability of the National Flood
Insurance Program.

My colleagues and I have put forth several solutions to make flood insurance more affordable; including solutions
to reduce FEMA’s overhead expenses and ideas to increase the private sector’s role in financing flood losses. It is
incumbent upon us as Members of Congress to work together in finding a comprehensive legislative solution. I
thank the Chairman for holding this hearing today and for his attention and work on this important issue impacting
the livelihood of millions of Americans across the country. I look forward to working with you and the Committee
on efforts to balance flood insurance accessibility and solvency with consumer affordability.

Thank you.
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Hearing:

Financial Services Subcommittee on Housing and Insurance: “Implementation of the Biggert-
Waters Flood Insurance Act of 2012: Protecting Taxpayers and Homeowners”

Date and Location:

Tuesday, November 19, 2013 1:30pm 2128 Rayburn

From:

Congressman Jack Kingston
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Chairman Neugebauer and Members of the Subcommittee-

1 appreciate the opportunity to express my views today on the changes to the National
Flood Insurance Program, known as NFIP, brought about by the Biggert-Waters Flood Insurance
Act of 2012. Before I begin let me make two things clear: I believe firmly that our first job as
Members of Congress is to be responsible stewards of taxpayer dollars and reforms to the NFIP
are needed because it is $28 billion in debt to taxpayers. In a perfect world the NFIP would
charge the appropriate amount of premiums so that it could insure whatever losses it incurred.
NFIP would be self-containing. However, this is not the case. NFIP has expanded the number
of participants while charging less and less in premiums. When a catastrophe hits, all taxpayers,
whether they are enrolled in NFIP or not, are liable for the loss.

That being said, FEMAs” implementation of wide reaching changes like those
encompassed in Biggert Waters must be done competently and fairly. It should not be done in a
way that undercuts markets so suddenly that it drastically disrupts the lives of hardworking
Americans or causes undue hardship for our coastal communities. Prior to rate changes, FEMA
should complete the affordability study required in BW12. According to Director Fugate,
FEMA simply did not complete this study due to a “lack of time and resources.” This is
unacceptable. The federal government has provided flood insurance since 1968 under the
National Flood Insurance Program, and is currently the only provider of flood insurance — there
are no private companies that provide flood insurance.

Millions of mortgages are required to have flood insurance, and FEMA seriously
neglected its responsibility by failing to complete an affordability study. Congress demands a
rigorous cost/benefit analysis of every regulation and changes to NFIP are no exception.

In addition to doing the affordability study as required by law, FEMA should also
grandfather previously subsidized rates on homes purchased before the new rates were
implemented on Oct 1, 2013. As signed into law, BW12 states that homes purchased after
enactment, July 2012, lose their subsidy. However, FEMA waited until March 2013 to remove
subsidized rates and instead directed both the subsidized and non-subsidized rates to be quoted.
Only starting on October 1, 2013 did FEMA require the unsubsidized rate to be independently
listed. FEMA’s lack of clarity created a significant amount of confusion. This is why I am
introducing a narrowly targeted bill that simply extends the grandfathering of subsidized rates for
primary residences purchased up to October 1, 2013 when the new, increased rates were actually
reflected in the purchasers’ home buying documents.

Again, | thank the Subcommittee for holding this hearing and I cannot stress the
importance of getting the implementation of BW12 right. If this process is done quickly without
a proper cost/benefit analysis and a thorough understanding of the effects it will prove disastrous
for Georgia's coastal communities.
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Statement of Congressman Steven Palazzo of the Mississippi Fourth Congressional District
Subcommittee on Housing and Insurance Hearing on the Implementation of Biggert-
Waters Flood Insurance Reform Act
November 19, 2013

Thank you Chairman Neugebauer and Ranking Member Capuano for having this hearing,
particularly in light of the letter I sent with seven other Members on May 23, 2013 requesting
that the committee hold a hearing to review the Biggert-Waters Flood Insurance Reform Act
(BW12).

The National Flood Insurance Program was set up in 1968 to provide affordable flood insurance
because of a gap in the private market. Since then, the NFIP has provided flood insurance to
millions of homeowners as a way to protect against flood losses.

However, the NFIP was not set up to be actuarially sound. Rates have been subsidized, and
policyholders typically have paid only about 40 percent of their property’s actual risk premiums.
This worked for many decades until Hurricane Katrina struck the Gulf Coast and flooded
thousands of homes in Mississippi and other Gulf Coast states.

After Katrina, the NFIP was flooded with an $18 billion debt because the program had to borrow
from taxpayers and the general treasury to pay Katrina-related claims. In addition, many of the
flood maps across the nation were more than 20 years old. The program’s authorization was set
to expire and did expire several times while Congress passed a patchwork of short term
reauthorization bills.

Reforms were needed. Congress enacted BW12 in order to put the NFIP on financially solid
ground and give policyholders more certainty going forwarded. The goal was always to ensure
that the NFIP remained available to policyholders. But it was never intended to make the
program unaffordable.

However, because of the flawed and selective way that FEMA is now implementing BW12,
it has produced unintended and unforeseeable consequences. The agency has proceeded to
implement enormous increases while ignoring affordability studies mandated under the
law. Homeowners have no way to know how to estimate how costs will change with flood
maps that are being re-drawn.

It was never the intent of Congress to punish homeowners with enormous, widespread rate
increases. Congress did not intend to force people to move out or give their homes back over to
the bank. I think it is key to note that even BW12’s co-author, Representative Maxine Waters,
has called the severe rate increases “unintended consequences.”

It is important for FEMA, this committee, and Congress to understand BW12’s impact from a
personal, local level, so allow me to share some insights and examples specific to Mississippi
and discuss possible solutions to the affordability issue.

The Impact in Mississippi
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The residents of Mississippi’s Fourth District have a unique story to tell on BW12’s financial
and emotional toll on their communities. Many of my constituents are not wealthy, and they
should not be dismissed as such. Recently critics of our efforts have pointed out that 29 percent
of subsidized properties lie in areas where high income earners reside. However, it is important
to remember that this leaves 71 percent of policyholders who fall outside these areas AND there
is nothing to show that the other 29 percent of NFIP policyholders actually are high income
earners. In my district, many policyholders are residents whose families have resided near
Mississippi's Gulf Coast for decades, or middle-class retirees who spent years working and
saving to invest in the homes they have today.

In August of this year, I invited FEMA Associate Administrator David Miller and his staff to my
district so they could see firsthand what these rate increases will do to these homeowners and
communities in Mississippi. During FEMA’s visit, we shared how Hurricane Katrina devastated
the Mississippi Guif Coast, leaving thousands of Mississippi homes damaged or completely
destroyed through flooding.

Certainly, Mississippians’ resolve was tested in the wake of the storm. However, our community
banded together and began the long road to recovery. Many homeowners diligently planned,
attentively followed all the rules, and built back in compliance with the building codes and
effective flood maps at that time. As a prime example, one elderly resident from my district,
living on a fixed income, built back to code after Hurricane Katrina. Because of BW12 and new
maps, her flood insurance premium will increase to almost $7,000 per year. She currently pays
about $500 per year. This type of increase has become a common example in South Mississippi.
Other examples include the following:

Example 1: One resident of Picayune, Mississippi has voluntarily purchased flood insurance for
the past eight years. He has paid about $450 dollars a year, and his home has never flooded.
Because of these rate increases, he will see a 370 percent increase in his flood premiums. He
believes he will have to drop his flood insurance coverage.

Example 2: In Long Beach, Mississippi, a family had their home foreclosed on because they
could not pay their flood insurance premium which increased overnight to $11,400. They
previously paid $1,419.

Example 3: Another homeowner in Long Beach initially built seven feet higher than required,
but the updated flood maps now show his property one foot below Base Flood Elevation. His
premium will increase from $452 to approximately $16,500.

There are hundreds more accounts where these came from, and I'm submitting several dozen for
the record.

1t is unconscionable to move the goal posts on these residents who did nothing but follow the
rules. Congress must revisit BW12 and address flood insurance affordability sooner rather than
later. Otherwise, these draconian rate increases will serve as a crushing domino effect of
consequences upon the American economy. Properties will become uninsurable. Property values
will drop to virtually zero. Owners are already having trouble selling their homes. Owners are
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losing their homes to foreclosures. Banks will lose their mortgage portfolios. The real estate
market, which has struggled to come back after Katrina, is taking a major hit. Residents who can
are trying to move, and local governments will continue to lose revenue. The NFIP will lose
participants, resulting in the program’s collapse.

In Mississippi, Commissioner Mike Chaney of the Mississippi Insurance Department has filed a
lawsuit against the Department of Homeland Security and FEMA fto stop these rate increases
from going into effect. Florida and Alabama have filed an amicus brief in support of
Mississippi’s lawsuit. But this isn’t just a Mississippi or Gulf Coast problem, BW12 affects
almost every congressional district in the nation. Residents in New York and New Jersey are
concerned with NFIP changes in light of Hurricane Sandy, and the flooding in Colorado is all but
certain to put Colorado residents on high alert for flood insurance changes.

Congress knew that some rates would increase under BW12. But they were never intended to be
implemented apart from affordability measures that are now being ignored by FEMA. Because
of this, the severity and magnitude of these increases were wholly unexpected. Without a doubt,
these are the unintended consequences. No one expected rate increases to go up as high as 1,000
percent. The rate increases coupled with inaccurate flood mapping will only force families from
their homes, communities, schools, and churches.

Many outside groups and even FEMA have tried to downplay BW12’s impact, but they are not
listening to my constituents who are staring these rate increases in the face and experiencing the
uncertainty of whether they can afford to stay in their homes.

BW12’s Affordability Study

In BW12, Congress required FEMA to complete an affordability study within nine months of
enactment. This study was due in April of this year. That deadline has come and gone, and it has
been reported that FEMA did not even sign a contract to begin the study until August. The
affordability study is vital to understand fully the impact that rate increases will have on
homeowners and communities, how to address affordability challenges, and how to implement
actuarial rates in a compassionate manner. Yet, FEMA Administrator Craig Fugate has testified
that the affordability study won’t be completed for another two years.

The completion of the affordability study is paramount to rate increase implementation, and it is
implicitly clear in the legislative text that Congress intended to have FEMA complete the
affordability study before it implemented BW12’s rate increases. A straightforward reading
of Section 236 illustrates this congressional intent:

Sec. 100236. STUDY OF PARTICIPATION AND AFFORDABILITY FOR CERTAIN
POLICYHOLDERS

(b) National Academy of Sciences Economic Analysis. -- ... The [FEMA] Administrator
shall enter into a contract under which the National Academy of Sciences...shall conduct
and submit to the Administrator an economic analysis of the of the costs and benefits to
the Federal Government of a flood insurance program with full risk-based premiums,
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combined with means-tested Federal assistance to aid individuals who cannot afford
coverage, through an insurance voucher program. The analysis shall compare the costs of
a program of risk-based rates and means-tested assistance to the current system of
subsidized flood insurance rates...

This makes it implicitly clear that the study was to be completed before increased rates were
implemented, because the findings of the study were intended to be compared to the current
subsidized rates.

Congressional intent is not the only indicator of the importance of the affordability study, but
common sense demands completion before implementation. It only makes sense to implement
rate increases when FEMA has the accurate, comprehensive data in order to understand the
implications of the new premium rates. FEMA does not have this data, and without this data or
an affordability study, [ am only left to believe that premiums are determined arbitrarily in a
vacuum without sufficient data and little to measure the impact of rate increases.

In several recent reports, the Government Accountability Office (GAO) notes that FEMA lacks
key data and still has many challenges to resolve and plans to formulate before BW12 is fully
implemented. Questions linger and are yet to be answered by FEMA regarding the
determination of primary or secondary residences, determining the fair market value of insured
properties, developing a definition of severe repetitive loss for multifamily properties, and the
income of policyholders. In addition, FEMA must establish full-risk rates that reflect flood risk
for active policies that no longer are eligible for subsidies. The bottom line is that much like the
policy holders and communities this bill will impact, FEMA is not prepared to implement, nor
does it fully understand the ramifications of the legislation.

Alarmingly, FEMA is selectively implementing BW12. FEMA has yet to establish procedures
for policyholders to pay premiums in installments rather than in one lump sum, as set out by
BW12. This will help homeowners spread the cost of premiums over the course of a year.

Why has FEMA failed to implement this BW12 provision, yet is so adamant about increasing
rates on homeowners? 1 think it’s strongly indicative of FEMA’s priority list. FEMA places little
value on homeowners and little value on the affordability of flood insurance. This is simply
unacceptable.

SOLUTIONS

So where do we go from here? What actions can FEMA or Congress take? FEMA and
Administrator Fugate have said their hands are tied and cannot delay or make administrative
changes to the program. I don’t buy that. The current Administration has delayed major parts of
the Affordable Care Act without the consent or authority from Congress. The reasoning behind
these delays, at least according to the Administration, is because those portions were simply not
ready for primetime.

Just like the Affordable Care Act, BW12 is not ready for primetime. The manner in which
FEMA is implementing these exorbitant rate increases directly conflicts with the intent of the
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NFIP - to provide affordable flood insurance. In addition, FEMA does not have the data to
implement premium increases in accordance with the NFIP’s affordability goal nor in any
manner that gives high confidence in the implementation process as a whole.

The first solution I would offer - albeit a temporary one — is to delay the rate increases until after
the affordability study is completed and the essential data is collected, particularly for
grandfathered policies, new homebuyers, and businesses. If FEMA will not or cannot delay rate
increases administratively, then Congress should immediately pass a delay.

1 introduced legislation, H.R. 1267, the Flood Insurance Premium Relief Act, that would delay
all rate increases for one year. I was pleased to see a version of this delay pass the House through
the Cassidy-Palazzo-Grimm Amendment to the House Homeland Security Appropriations Act in
May, and I was also delighted to see that the Senate has included similar language in its draft
versions of the appropriations bills. Most recently, I helped introduce H.R. 3370, the Homeowner
Flood Insurance Affordability Act of 2013. This bill would delay rate increases for grandfathered
policies and newly purchased properties until two years after FEMA fulfills its statutory duty and
completes the affordability study. This bi-partisan legislation currently has 119 co-sponsors and
is the largest consensus on addressing this issue within Congress.

The rate increase delay would give FEMA more time to finish the affordability study, understand
fully the appropriateness of subsidies, and it would also allow Congress to revisit BW12 and
make any necessary legislative changes to prevent the crushing rate increases and the
consequences that come with them.

A delay is a quick fix; however, it is not the last step. I believe Congress should consider all
options moving forward. 1 have heard many different approaches to address affordability, such as
restoring the practice of grandfathering, providing targeted vouchers, or examining catastrophic
financing and reinsurance programs.

The members of this committee and their staff, the other Members of Congress, industry
stakeholders, emergency managers, and state and local officials have to come together to solve
this issue before the rate increases destroy communities and economies. We cannot wait any
longer. We must fix this.

I hope to serve as a resource and advocate to this committee for NFIP reform that puts the NFIP
on strong financial footing, but keeps flood insurance affordable and available to those who need
it.

Thank you.
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Office of the Mayor
PO. Box 779/ Galveston, Texas

3-0779/ (40979

November 19, 2013

Randy Neugebauer

Chairman

Housing and Insurance Subcommittee
2129 Rayburn House Office Building
Washington, DC 20515

Dear Chairman Neugebauer:

On behalf of the City of Galveston, Texas, we write to you to express serious concerns over
dramatic increases in flood insurance premiums as a result of recent changes to the National
Flood Insurance Program (NFIP). Provisions included in the Biggert-Waters Act of 2012 will
make flood insurance unaffordable for working Americans who have built homes and businesses
to code and followed the law every step of the way, We urge you fo vote in favor of the
Homeowner Flood Insurance Affordability Act of 2013 (HLR. 3370) that would delay
implementation of changes to the National Flood Insurance Program until after FEMA completes
an affordability study, and to support efforts to keep flood insurance rates affordable for primary,
non-primary and business properties, while balancing the fiscal solvency of the program.

The Biggert-Waters Act of 2012 phases-in full actuarial rates on non-primary residences and
husinesses built before the first flood maps were established (pre-FIRM). It also requires that
home buyers escalate immediately to the full rate upon purchasing a pre-FIRM primary
residence. The Biggert-Waters Act will also phase out grandfathering. This means that properties
built in accordance with all FEMA required elevations and applicable codes at that time may
now be considered out of compliance, through no fault of their own, due to new flood mapping.
FEMA has begun the phase-in for pre-FIRM properties. including homes purchased after
enactment, and already we are seeing rate quotes for unaffordable increases and a chill in local
real estate markets. In numerous instances, homes and businesses built to code and with no
history of flooding are facing 2,000-3.000% increases in anuual premiums. This drastic increase
in premiums will cause property values and assessments to drop, bank mortgages to go into
default. local tax bases to erode, and economies 10 be eviscerated. Ironically, while these
increases were intended to make the NFIP solvent and protect taxpayers, it could have the
opposite effect if business and homeowners are forced to drop flood insurance completely or face
foreclosure as a result.
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Severe repetitive loss designated properties notwithstanding, we respectfully wrge vou to
administratively delay implementation of rate increases on all pre-FIRM businesses. non-primary
residences, and homes purchased after enactment of the Biggert-Waters Act of 2012, as well as
the purchase provision on all pre-FIRM primary residences, We also respectfully urge you to
delay Section 207 in its entirety until the congressionally-mandated FEMA affordability study is
completed and its recommendations are considered by Congress. Finally, please consider urging
FEMA to hold a summit of industry stakeholders to consider long-term solutions to the
sustainability of the National Flood Insurance Program.

We support a fully authorized, sustainable, and fiscally responsible NFIP. However, fiscal
sustainability must be balanced with protecting the businesses and homes built according to code
and following all applicable laws. We understand and support the intent of the Biggert-Waters
Act, but unintended consequences of the reforms threaten to harm the very people the program
was designed to protect.

Sincerely,

Lewis Rosen
City of Galveston, Mayor
’{,‘xﬁiéﬁ W”?me

Rust\ Legg. May or Pré Tem Terrilyn Tarlton. Council Member
District 2 District S
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tmm ia Harris Ranh, Council Member \hnc Robb, Council Member
District 1 District 6
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Elizabeth Beeton, Council Meniber Michael Kovacs
District 3 City of Galveston, City Manager
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City of Galveston, City Secretary
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Blaine Luetkemeyer, Missouri, Vice Chairman
Edward R. Royce, California

Gary G. Miller, California

Shellcy Moore Capito, West Virginia
Scott Garrett, New Jersey

Lynu A. Westmoreland, Georgia
Sean P. Duffy, Wisconsin

Robert Hurt, Virginia

Steve Stivers, Ohio

Dennis A. Ross, Florida

Jeb Hensarling, Texas, ex officio

Spencer Bachus, Alabama, Emeritus
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Michael E. Capuano, Massachusetts, Ranking
Member

Nyvdia M. Veldzquez, New York
Emanuel Cleaver, Missouri
Wm. Lacy Clay, Missouri

Brad Sherman, California
James A. Himes, Connecticut
Carolyn McCarthy, New York
Kyrsten Sinema, Arizona

Joyce Beatty, Ohio

Maxine Waters, California, ex officio
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STATEMENT BEFORE THE

COMMITTEE ON FINANCIAL SERVICES
SUBCOMMITTEE ON HOUSING AND INSURANCE

UNITED STATES HOUSE OF REPRESENTATIVES

November 19, 2013

The Big “T” is the nation’s oldest and largest trade association of independent insurance
agents and brokers, and we represent a nationwide network of more than a quarter of a
million agents, brokers, and employees. [IABA represents independent insurance agents
and brokers who present consumers with a choice of policy options from a variety of
different insurance companies. These small, medium, and large businesses offer all lines
of insurance — property/casualty, life, health, employee benefit plans, and retirement
products. In fact, our members sell 80% of the commercial property/casualty market and
a sizeable portion of the homeowner’s market. It is from this unique vantage point that
we understand the capabilities and challenges of the insurance market when it comes to
insuring against flood risks.

Background

The Big “I” believes that the NFIP provides a vital service to people and places that have
been hit by a natural disaster. The private insurance industry has been, and continues to
be, largely unable to underwrite flood insurance because of the catastrophic nature of
these losses. Therefore, the NFIP is virtually the only way for people to protect against

I
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the loss of their home or business due to flood damage. Prior to the introduction of the
program in 1968, the Federal Government spent increasing sums of money on disaster
assistance to flood victims. Since then, the NFIP has saved disaster assistance money and
provided a more reliable system of payments for people whose properties have suffered
flood damage. It is also important to note that for almost two decades, up until the 2005
hurricane season, no taxpayer money had been used to support the NFIP; rather, the NFIP
was able to support itself using the funds from the premiums it collected every year.

Under the NFIP, independent agents play a vital role in the delivery of the product
through the Write Your Own (WYO) system. Independent agents serve as the sales force
of the NFIP and the conduits between the NFIP, the WYO companies, and consumers.
This relationship provides independent agents with a unique perspective on the issues
surrounding flood insurance, yet also makes the role of the insurance agent in the
delivery process of flood insurance considerably more complex than that of many
traditional property/casualty lines. Agents must possess a higher degree of training and
expertise than their non-NFIP participating counterparts, which requires updating their
continuing education credits through flood conferences and seminars. This is done
regularly and involves traveling to different regions of the country, costing personal time
and money. Every agent assumes these responsibilities voluntarily and does so as part of
being a professional representative of the NFIP.

Despite our strong support of the NFIP, we also recognize that the program is far from
perfect, which was made all the more clear by the devastating 2005 hurricane season as
well as Superstorm Sandy. The current $24 billion dollar debt, incurred from both 2005
and Sandy, reveals some of the deficiencies of the program. While the Big “I” is
confident that the NFIP will eventually recover, it was important that Congress shore up
the NFIP’s financial foundation by enacting needed reforms to ensure the long-term
sustainability of the program.

Additionally, the NFIP is a Congressionally-authorized program that requires periodic
reauthorization. Unfortunately, in 2007 the NFIP authorization ran out, and Congress
began a pattern of renewing the program on short-term extensions only. Since September
2008, Congress had approved nine NFIP extensions and allowed five lapses. During the
June 2010 lapse, the National Association of Realtors estimated that 47,000 home sales
were delayed or cancelled. A long term extension of the NFIP was critical to the U.S.
economy, as well as to the individual policyholders that rely on the NFIP for flood
protection.

For these reasons, the Big “I” strongly supported H.R. 1309, the “Flood Insurance
Reform Act of 2011,” which passed the House of Representatives with over 400 votes in
the 112% Congress. We also sapported H.R. 4348, the MAP-21 Transportation
legislation, that included a modified version of the Flood Insurance Reform Act in it. On
June 29, 2012, H.R. 4348 passed the House by a margin of 373-52 and the Senate 74-19.
On July 6, 2012, President Obama signed the measure into law and the “Biggert-Waters
Act” took effect.
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The Biggert-Waters Act included many important provisions that were critical to the
NFIP. Chief among them was a long-term extension of the program, until 2017.
Additionally, the law included important pieces meant to strengthen the financial footing
of the program. These included increasing the “elasticity band” of annual rate increase
from 10% to 20%, the phase-out of subsidies for commercial properties, vacation homes,
and severe repetitive loss properties, and greater flexibility for FEMA to utilize private
reinsurance for the NFIP.

However, despite the good intentions of the legislation and its authors, two specific
provisions of the Biggert-Waters Act are now causing serious problems across the
country as the law is being implemented.

Problems with Biggert-Waters Section 205

Section 205 of Biggert-Waters eliminates subsidies for second homes, business
properties, severe repetitive loss properties, properties incurring flood damages that equal
or exceed the fair market value (FMV) of the property, and properties that are
substantially damaged (greater than 50 percent of the FMV) or substantially improved
(greater than 30% of the FMV). Where subsidies are phased out, the annual premium
increase is limited to 25% until premium levels are harmonized with unsubsidized
properties.

Subsidies also cannot be extended when homes are sold to new owners, properties that
were not insured or had a lapse in coverage after the enactment of Biggert-Waters, and
insured owners of Severe Repetitive Loss (SRL) structures that refuse mitigation
assistance after their structure is destroyed in a disaster. In each of these cases the subsidy
removal is conducted immediately (there is no phase-in).

About 20% of NFIP policyholders receive subsidized NFIP policies. Only 5% of these
policies fall into the category that will immediately begin to see their subsidies phased-
out under this provision. FEMA estimates the remaining 15% are primary properties that
will only lose their subsidies if they let their policy lapse, if they are bought/sold, or if
they are remapped (see Sec. 207 below). The Big I strongly supported a phase-out of
most subsidies from the program. Although it was a difficult decision to make and will
leave some consumers paying significantly more in premiums for their flood insurance,
the Association believes that phasing out most subsidies in the program slowly is the only
way to put the NFIP on a path towards true financial stability.

However, despite our support of the intent of much of Section 205, the Big I is concerned
about the provision that automatically and immediately eliminates a pre-Firm subsidy
from any property that is bought/sold.

The provision eliminating subsidies for all properties bought/sold was added in the 1 1"
Congress by an amendment offered at the House Financial Services Committee. It is
important to note, however, that when the amendment was added to the legislation it
allowed properties bought/sold to have their subsidies phased out by increases of 20
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percent a year until full rates are realized. This phase-out for homes bought/sold remained
in the language of the legislation throughout the next Congress as well, and was in the
House-passed legislation in 2011, which was the basis for the final Biggert-Waters
legislation. However, the phase-in of new rates for homes bought/sold was removed
when the legislation was rolled into H.R. 4348, the MAP-21 Transportation legislation,
which ended up being the vehicle used to get Biggert-Waters enacted into law.

Section 205’s provision eliminating subsidies for pre-FIRM properties that are bought
and sold was implemented by FEMA on October 1%, 2013. Unfortunately, FEMA has
decided to implement this provision retroactive to enactment of the Biggert-Waters law
(July 6, 2012). Therefore any purchase for a pre-FIRM property since July 6, 2012 will
immediately result in a complete loss of the properties subsidy and a significant
corresponding premium increase. In one widely reported example, a customer purchased
a property after July 6, 2012 but before FEMA had announced any details of
implementation of Biggert-Waters. The customer bought the property assuming the NFIP
premiums would be approximately $2,500 a year, but was subsequently informed, well
after closing, that the new premium would be over $20,000 per year.

The Big “I” is concerned about the impact that the bought/sold provision of Section 205
will have on individual consumers as well as the broader U.S. housing market. Examples
such as the one above quite clearly indicate that there is a problem with this specific
provision, and we urge the Committee to examine avenues of mitigating and fixing it.

Problems with Biggert-Waters Section 207

Section 207 of Biggert-Waters phases out the “grandfathering” of policies within the
NFIP. Currently, the NFIP grandfather procedure provides eligible property owners the
option of using risk data from previous flood maps if a policyholder maintained
continuous coverage through a period of a FIRM revision or if a building was constructed
“in compliance” with the requirements for the zone a previous map. Section 207,
however, requires FEMA to use revised flood risk data (zone and base flood elevation or
BFE) after a map revision. The legislation provides a 5-year mechanism to phase-in the
new rates.

Because Section 207 will require risk-based, actuarial rates on all properties that
experience remapping, eventually Section 207 could affect all 5.6 million NFIP
policyholders, While FEMA estimates that remapping will result in just as many
properties mapped into lower risk zones as those mapped into higher risk zones, the
penalties incurred upon homeowners mapped into higher risk zones will be severe,
especially for those properties that are primary pre-FIRM residences that have had their
subsidies protected from Section 205 but will see them eliminated via Section 207.

The Big “I” has major concerns regarding the elimination of the “grandfather” process
via Section 207. The fact is that this provision will end up punishing good actors, those
responsible homeowners that built or purchased homes in compliance with the known

risks at the time, took responsible steps towards mitigation based upon the government
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maps in existence, and kept active NFIP policies.

As a real world example let’s look at a house that was recently built in 1998, and the
homeowner did the responsible and appropriate thing by building it fully to existing
building codes. Additionally, this property was built at 2 feet above the existing base
flood elevation (BFE). For the last 14 years, this property was paying $600 a year in
NFIP premiums, and it never experienced a flood event. Unfortunately for his property,
the new FEMA flood maps were just released and they show his property is no longer 2
feet above BFE, but it is now 6 feet below BFE. Because of Section 207 of Biggert-
Waters, along with FEMA’s questionable remapping project, this property owner is now
paying approximately $17,000 a year in premiums. This is almost a 3,000% increase.

While the above example is extreme, it again serves to illustrate the real problems that
Section 207 of Biggert-Waters has caused in the marketplace. The unfortunate nature of
Section 207 is that it hurts only the good actors, or those responsible homeowners that
have NFIP policies and have been playing by the rules all along. Again, we urge the
Committee to explore ways to fix Section 207 to avoid punishing the NFIP’s good actors.

Possible Solutions

Delay

One possible way to mitigate the harmful effects of Biggert-Waters would be to simply
delay implementation of the bought/sold provision of Section 205 and the entirety of
Section 207. A delay would accomplish two important goals. First, it would allow FEMA
to complete their “affordability study” as required by Biggert-Waters. Second, and
perhaps most importantly, a delay would allow Congress additional time to develop a
broad legislative package to deal with the issues created by both these provisions as well
as other unintended effects caused by Biggert-Waters.

The Biggert-Waters Act extended the authorization of the NFIP through September 30,
2017. Therefore a delay strategy would potentially allow Congress to address the
fundamental issue of “affordability vs. actuarially soundness” during the debate for the
next reauthorization.

The “Homeowner Flood Insurance Affordability Act” introduced in the House (H.R.
3370) by Reps. Michael Grimm (R-NY) and Maxine Waters (D-CA) and in the Senate
(S. 1610) by Sens. Bob Menendez (D-NJ) and Johnny Isakson (R-GA) is one such
proposal that deserves consideration by Congress. The proposed legislation would delay
implementation of the bought/sold provision from Sec. 205 and the entirety of Sec. 207
until after FEMA completes the affordability study required by law. Upon completion of
that study, the legislation would require FEMA to propose a draft regulatory framework
to address any affordability issues identified by the study within 18 months. The
legislation then establishes a six month period thereafter to provide for Congressional
review. The House and Senate would hold up or down votes through a privileged motion
on giving FEMA the authority to propose regulations in accordance with the regulatory
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framework. If Congress approves this authority, the targeted freeze promulgated by this
bill would continue until regulations are finalized. If not, the freezes would be lifted
absent other Congressional action.

The “Homeowner Flood Insurance Affordability Act” would potentially mitigate some of
the harmful effects of Biggert-Waters without undoing the numerous good provisions
within the law.

Extending the Phase-Out Timeline

Section 207 of Biggert-Waters provides a 5 year phase-out of the “grandfathered
policies.” Meanwhile, Section 205 of Biggert-Waters phases-out subsidies by increasing
premiums 25% per year until the subsidy is eliminated. Unfortunately, homes
bought/sold do not receive this phase-out but instead have their subsidy removed
immediately.

Some stakeholders have suggested that a solution to the problems associated with Section
207 could be to lengthen the phase-out time period from the current 5 year window to
something longer (perhaps 10 years). They have also suggested that the Section 2035
bought/sold provision could be amended so that it too would have a phase-out of
subsidies. The Big “I” believes both proposals warrant investigation and consideration by
this Committee and Congress as a whole. One important consideration that the Big “I”
would like to highlight for the Committee is that, if a “longer phase-out™ strategy is
pursued, the legislation must take into account those properties already affected by the
immediate, and retroactive, loss of subsidy for those properties bought/sold since July 6,
2012.

Revert to Original House Language

One of the priorities of Biggert-Waters as it was originally written was actually
protecting homeowners that had adverse actions as a result of remapping. Section 3 of
H.R. 1309 (Biggert-Waters) that was introduced in the 1 12® Congress called for a
suspension of the mandatory purchase requirement for properties that were newly
mapped into a mandatory purchase zone if they met one of three requirements. These
requirements were: that the area had never had a history of flood hazards before, that the
area had flood protection systems under improvement, or that the area was appealing a
new or revised map.

Similarly, in regards to the phase-in of rates for newly mapped areas (what later became
known as Section 207 of Biggert-Waters), the legislation as introduced by Reps. Biggert
and Waters in the 112 Congress very specifically only applied to properties that were
newly mapped into a special flood hazard as a result of the remapping project (not ALL
properties that have a new or revised map, as FEMA is currently implementing the law).
Section 5 (b) of H.R. 1309 clearly states that the 5 year phase in of actuarial rates only
applies for newly/revised maps in the case of “any area that was not previously
designated as an area having special flood hazards and that, pursuant to any issuance,

6
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revision, updating, or other change in flood insurance maps, becomes designated as such
an area.”

Additionally, H.R. 1309 also quite clearly envisioned a phase-out of subsidies for all
relevant categories of properties (commercial, second/vacation homes, homes
bought/sold, severe repetitive loss properties, etc). However, and as previously
mentioned, the final product (Biggert-Waters as signed into law in H.R. 4348) removed
the phase-out for homes that are bought and sold and instead required the complete
removal of the subsidy immediately. In regards to this provision, HR 1309 also quite
clearly required the subsidy phase-out for homes bought or sold to begin 12 months after
enactment of the law (as found in Section 5 (c)(3)(A)). Unfortunately the final legislation
did not include this 12 month “buffer” and therefore FEMA is now implementing the
bought/sold provision retroactive to July 6, 2012 (date of enactment).

Each of these provisions were included and unchanged in the legislation that ultimately
was passed by the House of Representatives by a vote of 406 - 22.

In terms of a legislative solution to the issues presented by Sec. 205 bought/sold and Sec.
207, Congress could consider writing a “technical corrections package” that would
restore each of these “protections” that were overwhelming supported by the House of
Representatives in 2011.

The Committee could consider reverting the law back to the House-passed language by
passing a “technical corrections” package. Such a package could include; applying
Section 207 (grandfather removal) ONLY to properties newly mapped into special flood
hazard areas, applying a phase-out to Section 205 bought/sold properties, and eliminating
the retroactive nature of Section 205 bought/sold by changing enactment date to 12
months after passage of this technical corrections package. Please note that language
must be included to retroactively “take care” of those properties that have been
bought/sold between July 6, 2012 and implementation of any technical corrections
package.

Means-based Subsidies

Some stakeholders have suggested that a potential remedy for the problems caused by
Section 205 and 207 could be instituting a transparent means-based subsidy program into
the NFIP. The proposal is that the subsidy would be clearly differentiated from the
premium of the policy (therefore the policyholder would know their true risk of
flooding), the program would be charging true actuarial prices, yet the policy would
remain affordable for those low-income individuals that cannot afford the actuarial rates.
These transparent means-based subsidies would also presumably go to significantly less
policyholders than those currently receiving subsidies; therefore this approach could
represent a significant source of financial savings for the program.

Unfortunately, in the Association’s view this means-based subsidy proposal, while
worthy of discussion in the coming years, represents a radical departure from the current
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operation of the NFIP and would therefore take a significant amount of time to vet
through Congress. Additionally, it is unknown how FEMA itself would implement such
an approach or their timeline for doing so. While we encourage the Committee and
Congress to consider this proposal during the debate for the next reauthorization of the
NFIP, we do not believe that this proposal represents the immediate fix that is required
for the provisions of Sec. 205 and 207.

Conclusion

The IIABA is very pleased that the Subcommittee is conducting today’s hearing on the
impact of Biggert-Waters. Reforming and extending the NFIP via the Biggert-Waters
Act of 2012 was essential to ensure the long-term stability of the NFIP. However, the Big
“I”” now recommends that Congress go back and make minor modifications to both
Section 205 (bought/sold) and strongly recommends changes toSection 207 of the
legislation to ensure that, while the efficacy of Biggert-Waters is protected, the law works
for both individual policyholders and the U.S. economy at large. It is our sincere hope
that agreement can be reached soon on legislation to accomplish these goals, and we
thank the Committee for conducting today’s hearing.
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Introduction

The National Association of Mutual Insurance Companies is pleased to offer testimony to the
Housing and Insurance Subcommittee for the hearing entitled “Implementation of the Biggert-
Waters Flood Insurance Reform Act of 2012: Protecting Taxpayers and Homeowners.”

NAMIC is 1,400 property/casualty insurance companies serving more than 135 million auto,
home and business policyholders, with more than $196 billion in premiums accounting for 50
percent of the automobile/homeowners market and 31 percent of the business insurance market.

NAMIC is the largest property/casualty insurance trade association in the country, with regional
and local mutual insurance companies on main streets across America joining many of the
country’s largest national insurers who also call NAMIC their home.

Through our advocacy programs we promote public policy solutions that benefit NAMIC
companies and the consumers we serve. Our educational programs enable us to become better
leaders in our companies and the insurance industry for the benefit of our policyholders.

When the Biggert-Waters Flood Insurance Reform Act (BW-12) was passed by Congress in July
2012, the National Flood Insurance Program was more than $17 billion in debt to the U.S.
Treasury, with virtually no chance that the debt would ever be repaid. The crowning
achievement of BW-12 was a set of provisions that aimed to repair and stabilize the program’s
financial condition, mainly by phasing out many of the premium subsidies that have historically
been applied to the riskiest 20 percent of structures in the NFIP’s policy portfolio. According to
the Government Accountability Office, approximately 1.1 million of the 5.5 million NFIP
policies in force in 2012 had subsidized rates. The subsidies are substantial, allowing their
beneficiaries to pay 40 to 45 percent less than the risk-based rate while masking the true cost of
living in a flood prone area. BW-12 reflected Congress’ understanding that this state of affairs
could not continue without exposing taxpayers to continually escalating losses.

By the time the first wave of subsidy phase-outs began to take effect this fall, the NFIP’s debt
had ballooned to more than $25 billion primarily because, as in the past, the premiums collected
from flood insurance policyholders were insufficient to pay claims. The continuing deterioration
of the NFIP’s financial condition would seem to underscore the magnitude of the problem that
BW-12 sought to address. Yet now some legislators are wavering on their commitment to
risk-based pricing for flood insurance because of concerns that some of their constituents will not
be able to afford coverage.

The affordability concerns are understandable, given that the 1.1 million structures whose rates
are subsidized would require substantial rate increases to reflect the true cost of insuring the risk
they present. According to the GAO, BW-12 immediately began the phase out of subsidies for
438,000 policyholders with another 715,000 discounted policies moving towards actuarial rates
over time. Among the structures already facing the phasing out of subsidies, 345,000 are non-
primary residences (i.e., vacation homes), 87,000 are businesses, and 9,000 are single-loss
repetitive properties.
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In response to fears about sudden and dramatic rate increases, mostly stermming from homes sold
post BW-12 enactment that immediately face full actuarial rates, some lawmakers have
proposed that all rate increases be delayed by four years, which is the entire length of the BW-12
NFIP reauthorization period. Such a “delay” would essentially eviscerate the move toward risk-
based rates, with the result that the flood program will continue to be funded by ever-larger
taxpayer bailouts. Moreover, delaying the move toward risk-based rates will further incentivize
American homebuyers and business owners to continue migrating to risky coastal regions,
thanks to the availability of inexpensive flood insurance whose rates disguise the risk that comes
with living and doing business on the flood-prone coasts.

Indeed, coastal states such as Florida are facing a future in which flooding is likely to become
more frequent and severe due to changes in climate. The New York Times' recently reported that
“Florida is the most vulnerable state in the country to the rise in sea levels” that are expected to
occur over the next several decades. The amount of real estate value, and the number of
properties potentially affected, rises incrementally with each inch of sea-level rise, the Times
notes. Interestingly, the article paraphrases one analyst as saying “the most salient indicator of
the crisis will be the insurance industry’s refusal to handle risk in coastal areas here and around
the country that are deemed too exposed to rising seas.” The program will be particularly hard
hit by sea-level rise in Florida, since the state accounts for roughly 40 percent of all NFIP
policies.

Rather than instituting an across-the-board delay in the implementation of risk-based flood
insurance rates, Congress should consider other ways to address the problems of affordability
caused by the onset of sudden, substantial rate increases:

Provide means-tested assistance to property owners for whom risk-based rates would
create genuine hardship,

According to the GAO, nearly 80 percent of subsidized properties are located in counties that
rank in the top 30 percent nationwide with respect to average home value. Fewer than 1 percent
are located in the 30 percent of counties with the lowest average home values. Unless Congress
intends for taxpayer-subsidized flood insurance to become a permanent middle-class entitlement,
not all subsidized property owners should continue to enjoy discounted flood insurance rates.

An across-the-board four year delay for BW-12 will continue flood insurance subsidies for
homeowners who not only can afford incremental rises in their premiums but also should fully
realize the risks they face.

Instead, lawmakers should take a more targeted approach to easing the pain for those who truly
cannot afford it. One way would be to create a flood insurance voucher program that targets the
minority of subsidized property owners for whom risk-based rates would be truly unaffordable.
Such a program could be modeled on the Section 8 Housing Choice Voucher program currently
administered by the Department of Housing and Urban Development. Under this program, local
public housing agencies collect information and data to assess need and determine voucher
amounts. This same data could be used to determine eligibility and voucher amounts that would

! “South Florida Faces Ominous Prospects from Rising Waters”, Nick Madigan, New York Times, Nov. 10, 2013
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be made available to property owners who could not otherwise afford their flood insurance
premium. Importantly, the voucher amount should not be “baked into” the flood premium;
rather, it should be designed so that each voucher recipient sees the risk-based rate to which the
voucher amount is applied, thus enabling the voucher recipients to be fully aware of the actual
flood risk that he or she faces.

owners’ investment in mitigation.

Provide low-interest loans or grants to finance prope

Mitigation measures, such as elevating structures, have been proven to protect properties from
damage caused by flooding. Here again, some property owners will lack the financial resources
to pay for such measures. Thus, Congress should consider creating a program that would make
financing available to property owners for whom investing in mitigation would be truly
unaffordable. Such a program could operate in concert with the voucher program described
above. Mitigation tools are a much better method of assisting homeowners who live in flood
prone areas. Not only does every $1 spent on mitigation save $4 in the long run, but forces
homeowners to confront reality in understanding the risks they face.

Encourage property owners to consider a high -deductible flood policy, and consider
allowing property-owners to establish tax-exempt flood loss accounts to pay out-of-pocket

flood costs.

The NFIP offers flood insurance purchasers a choice of six deductibles: $500, $1,000, $2,000,
$3,000, $4,000, and $5,000. Evidence suggests that the overwhelming majority of policyholders
choose the lowest possible deductible. A 2009 study by the Wharton Risk Management Center
at the University of Pennsylvania examined NFIP policies in force for Florida properties in 2005
and found that 98.3 percent of policyholders chose a deductible lower than the maximum
available one. Moreover, more than 80 percent chose the lowest deductible, and roughly 18
percent chose the second-lowest deductible. The Wharton researchers hypothesized that
policyholders who purchased the maximum $250,000 coverage limit would tend to choose a
higher deductible because presumably someone living in home worth at least $250,000 could
easily afford higher out-of-pocket loss costs, especially for a policy designed to insure against a
relatively low-probability event such as flooding. But to the researchers’ surprise, this proved
not to be the case: nearly 81 percent of policyholders with the maximum coverage limit chose the
lowest possible deductible.

As noted, the Wharton study included data from Florida only, but given that the “Sunshine State”
makes up 40 percent of the NFIP portfolio, Florida probably serves as a reasonably accurate
proxy for the rest of the country with regard to policyholders’ choice of deductible. The
Wharton findings raise several important questions that directly relate to the flood insurance
affordability issue: Are flood insurance buyers unaware of the choice of deductibles available to
them? Do they not know that when purchasing flood insurance, no less than with other forms of
insurance, choosing a higher deductible results in lower premiums? When lawmakers hear
complaints from constituents about exorbitant flood insurance premiums, do they ask the
constituent what the amount of their deductible is? Most importantly, how much could NFIP
policyholders, particularly those facing subsidy eliminations, reduce their premiums by
switching to a higher deductible?
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It may turn out that at least some of the flood insurance affordability problem is attributable to
something as simple as the policyholder’s choice of deductible. If so, it would make sense for
policymakers to consider measures that would make risk-based premiums more affordable by
encouraging policyholders to choose a higher deductible. Such measures might include
“nudging” policyholders into a higher deductible by making a $2,000 or $3,000 deductible the
“default” choice. In response to concerns that some property owners may not be able to afford
the higher out-of-pocket loss costs associated with high-deductible policies, Congress may wish
to consider borrowing a concept from the world of health insurance that has proved popular:
combining high-deductible insurance coverage with tax-exempt savings accounts that can be
used to pay for losses below the deductible amount.

In sum, if most NFIP policyholders are retaining only $500 in flood risk, perhaps Congress
should ask them to retain somewhat more of the risk so that less risk will be transferred to
taxpayers,

Conclusion

The NFIP was in need of significant reforms in order to continue providing flood protection to
those who need it. NAMIC supports the Biggert-Waters Flood Insurance Reform Act of 2012 as
an effective way to balance the many goals of the reform: fiscal soundness, adequate coverage
for those at risk, floodplain management (reduction of flood hazard vulnerability), economic
development, individual freedom, and environmental protection. Modifications could be made
that would assist those who truly cannot afford higher flood insurance premiums, but attention
should also be paid to better mitigation techniques which could decrease costs to policyholders
and taxpayers.
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Testimony before the United States House of Representatives
Financial Services Committee,

Craig Pouiton, CEO of Poulton Associates, Inc.

National Flood Insurance Program Rate Increases

My name is Craig Poulton. I am the CEO of Poulton Associates Inc., which is located in Salt Lake City, Utah.
Poulton Associates is engaged in the business of property and casualty insurance brokerage. Our
organization acts as the Underwriting Manager and Administrator of the Natural Catastrophe Insurance
Program (NCIP). The Natural Catastrophe Insurance Program is available toa greater or lesser degree inall
50 states, through over 4,000 independent insurance production offices. Under our NCIP the perils of flood,
earthquake and landslide may be insured for both personal and commercial properties through Certain
Underwriters at Lloyds (London). Thank you for allowing us to participate in this hearing.

Our Natural Catastrophe Insurance Program is the largest competitor to the (NFIP) in the United States with
well over $3.5 billion in property values being insured for the peril of flood on a first dollar basis. For many
years, Federal Lending Regulators and the National Flood Insurance Program (NFIP) have advised lenders
to reject our flood insurance coverage forcing, consumers to purchase NFIP flood insurance policies.

Our product is widely available, provides superior coverage in comparison to the NFIP, and is very
competitively priced. If Federal Lending Regulators and NFIP had not denied consumer choice to the vast
majority of flood insurance buyers, i.e. those with mortgages, we estimate that during the past decade, we
would have been able to remove many billions of dollars of flood risk from taxpayers. And, those insured
through our facility would have the added protection of both state insurance adjudication of disputes as
well as the right to petition the courts for redress, neither of which is available to NFIP insureds.

The Biggert Waters Flood Insurance Reform Act made several important changes to the NFIP. With near
unanimous support of Congress, the legislation directs FEMA to phase out subsidies and implement
actuarial rates. This is a logical response to the dire financial condition of the program created by years of
increasing subsidies that have in large measure benefited those who could most afford to pay- owners of
coastal affluent housing. The artificially low rates have served to further discourage private participation
in the flood insurance market. Allowing rates to increase, while painful to some, will resultin a more
robust private flood insurance market and lower rates than the existing state-run monopoly on flood
insurance could ever hope to produce.

Concerning the actuarially valid rating of flood insurance premiums, I would like to make the following
observations:

1-  Moving more flood risk to the private market will result in many actuarial models as opposed to the
single NFIP only model as we now have it. This, in turn, will create greater diversity in rates and will allow
consumers far more choices in the pricing of risk.

2- Moving more flood risk to the private market will increase diversification of risk by placing
American flood risk in the worldwide insurance market where it will be supported by other lines of
insurance such as fire, marine, liability, inland marine, etc. Pooling U.S. flood risk in a geographically
diverse pool of risk that is much larger than that contemplated by an NFIP-only model where there is no
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diversity of risk and tax payers are almost guaranteed to lose money year after year can only be achieved
through the private market.

3-  Some homes and commercial structures are located where they should not be,, Many of them have
been placed where they never should have been placed because the subsidized rates of the NFIP made it
attractive to build there! Rate increases, while painful, will spur increased competition in the market and
uitimately lower rates for homeowners who have been subsidizing others and effectively stop developers
and municipalities from unfairly profiting from subsidized rates.

4-  Private market actuarial rates are the key to providing consumers with the best coverage at the best
rates over time and will automatically serve to encourage responsible development of only the most
appropriate areas contained within America’s coastal and riverine habitats.

5- While actuarially based rates will be painful for some and, in some cases, will require a significant
one time relocation subsidy for those in greatest need, actuarially based rates are the only way to solve the
flood insurance crisis. Congress should aggressively pursue encouraging the private flood insurance
market. Congress should demand that regulators encourage private flood insurance options and end the
current failed NFIP-only model supported by Federal Lending Regulators when the regulation is finally
issued.

Of course, the private market will not be able to even participate in solving the flood insurance crises unless
federal lending regulators change their proposed regulation concerning the private flood insurance
provisions of Biggert-Waters. The passage of the Biggert-Waters Flood Insurance Reform Act of 2012 is
intended to reverse years of counterproductive regulatory discrimination against private flood insurance.
Despite the fact that Biggert-Waters was passed almost two and one half years ago, Federal Lending
Regulators have continued the suffocation of private primary flood insurance providers.

Section 100239 of Biggert-Waters instructs GSE’s and regulated lenders that private flood insurance must
be accepted as an alternative to NFIP government issued policies in meeting the mandatory purchase
requirement. On October 10, 2013 regulators issued a “Joint Notice of Proposed Rulemaking to implement
Section 100239 of the Biggert-Waters Flood Insurance Reform Act of 2012”7,

The draft rule issued by Federal Lending Regulators on October 10, 2013 fails to meet the
objectives of Biggert-Waters because federal lending regulators assume that Congress wants them
to engage in the regulation of private insurance. If that were the case, Congress would have
amended McCarran-Ferg and specifically empowered federal lending regulators te do become
insurance regulators; Congress did not do that. Federal lending regulators should acknowledge
Congressional intent by removing from the proposed rule any attempt to regulate or direct the
regulation of private flood insurance.

If implemented as proposed, the rule will not only run contrary to Congressional intent, it will
actually make things worse by causing the complete elimination of private primary flood
insurance from the market place. By impeosing an entirely new state regulatory practice the draft
rule would fail to increase consumer choice and protections, would violate the provisions of the
McCarran-Ferguson Act, disallow any reasonable utilization of the definition of private flood
insurance found in Biggert-Waters and cause a dramatic increase in the rate of discrimination
against private sector flood insurance while doing nothing to promote the financial stability of the
NFIP. Implementation of the proposed rule would have exactly the opposite effect from that
anticipated by congress in Biggert-Waters.
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In accordance with the Congressional intent of Biggert-Waters, regulators should issue a final rule which
serves to promote and increase the participation of private insurers in the flood insurance market. An
effective rule would: (1) interpret the definition of “private flood insurance” contained within the Actas a
limiting restraint relative to the rejection of private insurance by lenders rather than an attempt to
commandeer the regulation of private flood insurance from the states; (2) provide borrowers, lenders,
insurers, and regulators with certainty as to the role of private flood insurance in the flood insurance
market through the use of a Safe Harober provision, and (3) place the responsibility for determining the
adequacy of flood insurance products with state insurance regulators just as with, and on the same basis as,
all other such insurance products, without the need for prior approval of a flood insurance policy unless a
state regulator requires it. The draft rule would have the opposite effect in every instance.

The central flaw in the proposed regulation would force state regulators to return to a failed model of
insurance regulation known as “prior approval” when regulating flood insurance. This model has been
abandoned by virtually all state regulators for many years because it simply does not work. Changing justa
few words of the proposed rule will allow the regulation of private flood insurance to be accomplished on
the same basis as all other types of insurance such as homeowners and automobile insurance.

Let us here make a rather sobering observation: NFIP flood insurance policies are so deficit in so many
respects, when compared to state regulated flood insurance policies, that an NFIP policy would have
to be significantly altered in order to qualify for sale in virtually every state if not every state. In a
well-intentioned but ill-executed attempt to protect flood insurance consumers, federal lending
regulators have done just the opposite; they have forced consumers to purchase sub-standard flood
insurance from the NFIP and the proposed regulation would do nothing but intensify the same
wretchedly dismal result. [ have attached a comparison of coverage between our policy and that sold by
the NFIP in support of this contention.

The regulation, when issued, should foster and support free market participation and creativity, rather than
limiting the consumer to NFIP products only. Insurance products and services should be allowed to enter the
market unfettered by over-reaching federal regulation, thus benefitting consumers by giving them options
that meet their needs while spreading the risk of flood loss more effectively and more equitably.

The proposed regulation is fatally flawed, however it can be easily and simply corrected so as to protect
consumers by directing Federal Lending Regulators to allow State regulators to use the same regulatory
paradigm already in place in each state through a properly worded Safe Harbor provision.

In many developed countries, flood risk is entirely shouldered by the private market. Because the NFIP
has been allowed to become “the only game in town” for so many years, the vast majority of people are not
even aware that private primary flood insurance is available in the United States. If decisive action in the
form a stipulation that regulators improve their proposed rule soasto encourage the private market is
not taken by Congress soon, over time, there will be no private alternative to taxpayer funded primary
flood insurance in the United States. By taking action now, Congress can spread the assumption of flood
risk more widely, provide consumers with better coverage options, and give taxpayers greater protection
from unnecessary exposure to massive federally funded flood insurance losses.

Thank you.
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November 18, 2013

Chairman Jeb Hensarling Ranking Member Maxine Waters
Committee on Financial Services Committee on Financial Services
2228 Rayburn House Office Building 2221 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Hensarling and Ranking Member Waters:

We write as members of the “Write-Your-Own” (WYO) Flood Insurance Coalition to discuss the National
Flood Insurance Program (NFIP). The NFIP is a vitally important insurance program to the 5.6 million
American home and business owners and more than 22,000 communities who rely on the NFIP to manage and

recover from flood risk. However. in recent vears the program has fallen $24 billion in debt.

The Biggert-Waters Act was designed to make the NFIP more sustainable and financially sound over the long
term. The Act requires the NFIP to raise rates on many previously subsidized properties over time to reflect true
flood risk and make the program more financially stable. We supported passage of the Biggert-Waters Act and
believe that it is in the best interest of taxpayers and the nation for the federal flood insurance program to be on
sound financial footing. Unfortunately, as the provisions of Biggert-Waters have been implemented, there have
been unintended hardships for some consumers. We recognize both the interest and division of opinion in
Congress in how to address some of these special cases and stand ready to help carefully shape appropriate
changes that protect both consumers and the long-term fiscal soundness of the flood insurance program.

‘While Congress considers possible changes to the Biggert-Waters rate structure policymakers must realize and
acknowledge that any changes will take no less than six months for WYO insurers to implement, This is a result
of legal mandates that have already been implemented and to reverse any such changes would require regulatory
guidance and many system and business changes.

This unavoidable implementation delay will necessarily create confusion and potential lapses in the marketplace
unless the legislative changes are properly timed, carefully drafted and clear guidance from Congress is
provided on how policyholders are to be treated during the interim period. The NFIP will also need to give clear
requirements to WYO insurers on the implementation of any changes and the treatment of those policyholders.
We hope that any proposed legislative changes would be discussed with the NFIP and other stakeholders as they
are being developed to avoid further unintended consequences. While we understand that modifications may
need to be made to Biggert-Waters, they should be carefully considered to avoid causing even more confusion
for the 5.6 million consumers relying on the stability of the National Flood Insurance Program.

Respectfully submitted on behalf of the Members of the WYO Flood Insurance Coalition.

For further information, please contact Don Griffin at donald.griffin@pciaa net.

ce. Chairman Randy Neugebauer
Ranking Member Michael Capuano
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October 24, 2013
Homeowners worry about flood insurance rates

by Andrea Lannom
Dally Mail Staff

CHARLESTON, W.Va. -~ When Richard Holmes purchased his St. Albans home two months ago,
he didn't expect his monthly payments to double.

Now, becanse of increasing flood insurance premiums under the 2012 Biggert-Waters Flood
Insurance Reform Act, Holmes said he and his family might lose their Riverbend subdivision
home before they get the chance to enjoy it.

Homeowners nationwide are experiencing similar problems,

The act, which was attached to the federal transportation bill, was meant to shore up the
National Flood Insurance Program because of multiple claims from Hurricane Katrina.

The increase is supposed to reflect the full risk for covering properties. Currently, many flood
insurance policies are subsidized, particularly residential policies. In West Virginia, 60
percent of policies are subsidized.

Most people can keep their primary residence's subsidized rate unless they sell their property,
let the policy lapse, buy a new policy or their property sustains flood damage.

Starting Jan. 1, people who own a second bome in a Special Flood Hazard Area also will see
increases amounting to 25 percent annually until the rate reflects true risks.

Beginning this month, properties with subsidized rates that have experienced severe or
repeated flooding and owners of businesses or non-residential properties in a Special Flood
Hazard Zone will see a 25 percent annual increase until rates reflect true risk.

Chuck Grishaber, Kanawha County's floodplain manager, said he has received many calls from
residents like Holmes. He said although the act went into effect last year, problems have
started up more recently.

Holmes, who works as a coal miner in Danville, said he knew his home was in a flood zone
when he bought it. However, he said he was told at closing the cost of flood insurance would
be $1,470 ayear.

That number later went up to $12,000 ayear.
Holmes bought the house for $160,000 and his monthly payment doubled.

"I can't afford that. I'm going to have to foreclose,"” Holmes said. "It's going to ruin my credit; so
I probably won't be able to buy another home. And renting, they check your credit. So, I don't
know what's going to happen there."”

He isn't alone,

wwaw.char il 102301 play=pri
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Just in his neighborhood, several residents expressed concerns over the increasing costs,
though none had experienced an increase quite as dramatic as his.

One ofhis neighbors said his insurance increased from $1,400 to $1,900 a year and one ofthe
solutions to reduce premiums would be to reduce the house's value and space by filling in the
basement. However, the premium would still be high, the neighbor said.

Mary Anne Wilder, who has lived in the neighborhood for about 40 years, said although she
isn't in the same position as her neighbors across the street, she is concerned about the
current rates and what that might mean if she ever tried to sell the house.

"Our daughter has been pleading for us to move and there will be a time when we're not young
and can't drive a car. We can't sell our home,"she said.

These concerns represent a national problem. According to a September article in the
Insurance Journal, one of the representatives the bill was named after, expressed concerns
about the increased costs.

Rep. Maxine Waters, D-Calif,, told the Insurance Journal that she was "outraged by the
increased costs of flood insurance premiums that have resulted from the Biggert-Waters Act.”
She said she never intended for premiums to skyrocket.

Beth Ryan, spokeswoman with the West Virginia Attorney General’s office, said the office is
aware of the concerns with the Biggert-Waters Flood Insurance Reform Act.

"We are analyzing the implications of the act on West Virginia citizens and property owners,"
the statement says. "To date, our office has not received any complaints.”

Grishaber said many people are getting letters from the insurance company telling them to get
elevation certificates, which can hurt or help them.

This certificate will have the base flood elevation, the lowest floor elevation and the highest
floor elevation.

Grishaber said Kanawha County has 90 minus rated structures where the building is insured
but people are paying a higher rate for various reasons. He said these residents are getting
letters asking to call and set up times to meet and review the structure to see what they can do
to improve their situation.

There are a few things people can do to help decrease their rates, Grishaber said. He explained
people can get an elevation certificate and sometimes, the solution can be as simple as
elevating an air conditioner or furnace.

However, it may not make a big difference to everyone.

Grishaber said one Clendenin resident was told to take out an expensive loan to fill in the
basement and raise the remainder of the house two feet above the base flood zone to get a
lower rate.

He said if that resident did so, she would end up owing $140,000 on a $50,000 home, while
cutting her living space in half.

Grishaber said people also may call their municipality's flood plain administrators if they have
questions and they will assist residents the best way they can.

The attorney general's office encourages people to contact the Consumer Proteetion office at
1-800-368-8808 if they experience substantial increases in flood insurance because of the

www.char iyl 3102301 142display=pr
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Charleston DallyMail - Obituary
act.

For Holmes, he hopes a solution will come up so he won't have to lose his home.

"I love this neighborhood and I love this house and now, I'm going to lose it before I can enjoy
it,"he said. “It's disheartening. I never know when I go to work if I'm going to get a call saying I
have to get out.”

Contact writer Andrea Lannom at Andrea.Lan...@dailymail.com or 304-348-5148.
Follow her at wune, twitter.com /Andrealannom.

13102301 fisplay=pr
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November 15, 2013

The Honorable Craig Fugate
Administrator

Federal Emergency Management Agency
500 C Street, SW

Washington, DC 20472

Dear Administrator Fugate:

The undersigned organizations representing the impacted real estate, development,
finance and insurance industries and local governments, urge you to convene a
National Flood Insurance Summit immediately to bring greater certainty to many of
the provisions currently being implemented in the Biggert-Waters Flood Insurance
Reform Act of 2012 (Biggert Waters Act).

The housing markets are still recovering in a fragile economy. In the more than 20,000
communities nationwide where flood insurance is required to secure a mortgage, we are
responding to several difficult implementation decisions made by the Federal
Emergency Management Agency (FEMA) involving the Biggert Waters Act. We
understand FEMA has a monumental task, implementing this complex and far-reaching
law. However, uncertainty and confusion surrounding these implementation issues are
now beginning to stall transactions nationwide. We believe this summit should be
separate from legisiative efforts, and should focus on the provisions of the reform act
that require immediate attention and clarification.

The impacted stakeholders are on the front lines working directly with borrowers, home
owners and businesses. Our roles in real estate transactions require us to explain the
law and respond to any questions or misconceptions that may arise. It is vital we better
understand FEMA’s intentions and approach to the law so we can educate the public
and convey critical information about the law’s implementation. We have many
questions about FEMA'’s plans, timelines and challenges, and we need up-to-date and
accurate data.

We propose the following topics to begin the discussion. These are all subjects we
believe have administrative flexibility and where the industry can work with you to
provide greater certainty in implementation. These include:

o Expediting regulations for the reimbursement of flood mapping appeals, the
Technical Mapping Advisory Council, and installment payments to improve the
affordability of flood insurance;

o Working to streamline and better publicize the Community Rating System (CRS) so
the program is used by more communities to lower premiums;

+ Streamlining and better educating consumers about the process for obtaining
Elevation Certificates;
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¢ Developing better education and information resources for the real estate, lender,
development and insurance industries and local governments, including information
about reducing premiums by mitigation actions;

« Enhancing consumer education and materials on the impacts of the Biggert Waters
Act and the ongoing flood mapping process, including materials on the scientific
resolution panel review process for map appeals; and,

¢ Designating a FEMA “Ombudsman” or a consumer point-of-contact for
implementation and mapping issues and concerns.

The undersigned organizations support a fully authorized, sustainable, and fiscally
responsible National Flood Insurance Program (NFIP). We have a vested interest in the
most efficient, effective implementation of the new law, and we believe a National
Summit with the key stakeholders will begin discussing a way forward. Thank you.

Sincerely,

American Bankers Association

American Bankers Insurance Association

Association of State Flood Plain Managers

Credit Union National Association

Independent Community Bankers of America
Independent Iinsurance Agents & Brokers of America, Inc
Manufactured Housing Institute

Mortgage Bankers Association

National Apartment Association

National Association of Counties

National Association of Federal Credit Unions

National Association of Home Builders

National Association of Local Housing Finance Agencies
National Association of Realtors

National Flood Determination Association

National Multi Housing Council
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Dear Congressman Lynch, Nov. 6, 2013

Thank you for coming to Hingham tonight to discuss issues relating to the FEMA
management of the NFIP, the B-W act and HR 3370.

1 am a resident of Hingham and along with close neighbors have been greatly impacted
by the most recent 2012 FEMA flood map. In my neighborhood of 50 homes, 43 were never in
any flood plain prior to 2012 and the other 7 were in relatively low risk flood zoning requiring
NFIP premiunds of a few thousand dollars. The 7 homes in the flood plain before the 2012 FIRM
have experienced minimal flooding from any of the major storms during the last half century.
These included the biizzard of ‘78 and other so called 100 year storms. The extent and severity
of that flooding never exceeded what was predicted on the previous 1986 flood map. The other
43 homes in my neighborhood have never experienced any flooding on any part of their
properties due to ocean surges. However, the new, 2012 FIRM zoned all 50 homes in my
neighborhood into a very high risk VE 22 zone! This new zoning means that after the ramp-up
to full “so called” actuarial rates all of the 50 homeowners will be required to pay very high
flood insurance premiums. More than 10 of the homeowners will be subject to flood insurance
premiums of $50,000 or more per year and the others will be paying premiums from several
thousand dollars up to $50,000 per year for the maximum coverage of $250,000. This obviously
results in draconian impacts on the property owners in my neighborhood.

My 60 background in scientific and engineering work, including over 30 years as a
professor of engineering at MIT, have helped me develop a fair understanding of a number of
issues related to the NFIP. | have also read the current draft of HR 3370. This bill proposes to
improve the previous B-W legislation in a number of ways and many of the bill’s provisions
would do that. There are however two areas which | have identified which could be improved
by appropriate changes or additions.

Improved accuracy in flood mapping is needed. When errors in flood mapping occur, as
in my neighborhood, onerous burdens fall on the affected property owners. Property owners
are forced to use their own time and resources to appeal for flood map changes. HR 3370
provides some recognition of this problem by providing for reimbursements of costs to
property owners who successfully appeal for a change in the flood map. However, this
provision does not compensate the property owner for the enormous amount of time they
often have to invest to mitigate a situation created by inaccuracies in the FEMA flood maps.
Errors should be rare rather than common as evidenced by the many appeals being made for
flood map changes.
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1 have a few suggestions which should help assure that flood map errors are rare.

1. Have flood maps reviewed by a competent neutral party and not just the mapping
contractor and FEMA as we found out during the recent forum in the Marshfield
Middie School, which | recall you attended.

2. The flood maps should agree with the historical data. | am appalled that that this not
a requirement. In the general scientific world, the ability of a model calculation to
obtain results in agreement with actual hard data is the ultimate test of the validity
of the model calculation.

3. FEMA should not expend taxpayer funds to remodel areas where the existing
models have been shown to be accurate. “If it is not broke do not fix it”

1 would also like to suggest that HR3370 include provisions, if needed, for Congress to
examine the fiscal operations of the NFIP. The goal would be to assure that FEMA is
operating the NFIP in a fiscally efficient manner. Here are a few reasons that | feel this is
needed. Over the 34 year history of the NFIP a total of $44B has been paid out in flood
losses to policy holders. FEMA has required $30B to operate the program, (5248
borrowed from the treasury plus $6B fund balance from premiums minus losses, (see
FEMA web site for policy-claim-statistics-flood-insurance). Thirty billion in operating
costs to administer forty-four billion in losses seems like a poor ratio. Perhaps part of
the answer lies in the high fees that private insurance companies are given to write and
administer flood insurance policies for the NFIP, (found in Congressional testimony
given by an insurance executive). These insurance companies receive more than 30% of
the premiums for their services. The insurance companies do not assume any risk in
writing the insurance for FEMA’s NFIP! Perhaps that is a reason that 85 insurance
companies lobbied for B-W with its projected major increases in flood insurance
premiums. The subsidized rates previously given many NFIP policy holders is likely
another significant contributor to FEMA's deficit but this seems to be over compensated
for in the B-W act.

Yours Sincerely,
Otto K. Harling, Ph. D.

212 Otis St., Hingham, MA 02043
781 749 4055
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The Nation's Voice for Community Banks

Media Contacts: « Aleis Stokes - Jessica Etter
(aleis.stokes@icba.org)  (iessicaetter@icba.org)
202-821-4457 202-821-4328

ICBA Advocates Bipartisan Bill to Delay Flood Insurance
Premium Hikes

Washingten, D.C. (Oct. 29, 2013)—Independent Community Bankers of America® (ICBA) President
and CEO Camden R. Fine released this statement following the introduction of bipartisan legislation to
protect homeowners from significant increases in flood insurance premiums, which began being
phased in on Oct. 1. The legislation was introduced in the Senate by Sens. Robert Menendez (D-N.J.)
and Johnny Isakson (R-Ga.) and in the House by Reps: Michael Grimm (R-N.Y.) and Maxine Waters
(D-Calif.).

“ICBA applauds the introduction, in both the House and the Senate, of the Homeowner Flood
Insurance Affordability Act by a bipartisan coalition of lawmakers to address the issue of
higher National Flood Insurance Program premiums that recently went into effect. Delaying
NFIP premium increases until the Federal Emergency Management Agency completes its
congressionally mandated affordability study would minimize the impact of dramatic flood
insurance rate increases for millions of Americans.

“Unless Congress acts, the flood insurance rate increases due to the Biggert-Waters Flood
Insurance Reform Act of 2012 would make flood insurance unaffordable for many
policyholders who built to code and followed the law every step of the way.

“ICBA continues to work closely with Congress to develop a solution to these devastating rate
increases. The association strongly urges House and Senate lawmakers to act quickly to
advance this critical legislation.”

About ICBA

The ndependent Commanity Barkers of America®, the nation’s voice for nearly 7,000 community banks of all sizes and
charter types, is dedicated exclusively fo representing the interests of the community banking industry and its membership
through effective advoeacy, best-in-class education and high-quality products and services. For more information, visit
www.icha.org.

#H##
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! 'ﬁ November 19,2013

:;D“"NDEW Communiry INFIP Changes Pose a Serious Threat to
ANKERS of AMERICA Homeowners and the Housing Market

On behalf of the nearly 7,000 community banks represented by the Independent Community
Rankers of America (ICBA), thank you for convening this hearing on “lmaplementation of The
Biggert-Waters Flood Insurance Act of 2012: Protecting Taxpayers and Homeowners.” ICBA is
pleased to have this opportunity to submit a statement for the record. ICBA has serious concerns
about the impact of drastic and unsustainable flood insurance premium increases on
homeowners, local housing markets, mortgage lenders, and the broader economy. Pending
premium increases are already depressing home values and freezing the housing market in
certain communities, and the impact will only get worse as the law continues to be phased in.
ICBA urges the House to expeditiously pass the Homeowner Flood Insurance Affordability Act
(H.R. 3370), which will provide a four year delay for most rate increases.

JCBA does not believe Congress intended the rapid dislocation that premium increases of such
magnitude will bring. In some cases, premiums will increase by 500 percent or more and the
phase-in schedule, though helpful, will do little to offset the impact. Premiums of $25,000 a year
or more on modest single family homes are disproportionate to the risk and to the value of the
home. Properties built to code under then-current flood maps (“grandfathered properties™) as
well as older properties that pre-date the NFIP (“subsidized properties™) but have never
experienced a flood will be subject to these premium increases. Moreover, new flood maps do
not take into account a community’s flood mitigation efforts, including levees and pump systems
paid for by the community, and thetefore mandate unnecessary elevations. If no action is taken,
dramatic rate increases will:

e Price people out of their homes. New premiums will simply be unaffordable for many
middleclass homeowners.

e Destroy home values. Home values are already dropping in certain communities in
anticipation of the rate increases. For example, the St. Charles Parish, Louisiana Tax
Assessor estimates new premiums will depress home values by 18 to 30 percent. In
many communities, the housing market recovery could be abruptly reversed.

» Undermine the value of mortgage collateral, drive mortgages into delinquency, erode
bank capital, and thereby depress new lending.

e Curtail property tax revenues local governments rely on to fund schools and other
essential services.

e Depress consumer spending and economic growth.

The impact of rate increases will be seen not only in coastal communities but in any community
located near a river, Broad swathes of the country will be impacted.

Renks.

1615 L Strest NW, Suite { 20 3 9-9216 # www.icha.org
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(53

We urge Congress to act expeditiously to amend the Biggert-Waters Flood Insurance Act. ICBA
supports all viable solutions to provide immediate relief for policy holders. In particular, ICBA
supports H.R. 3370, introduced by Reps. Grimm and Waters, which would:

e Delay premium rate increases for most properties for approximately four years.
Require FEMA to complete an affordability study initially mandated by the Biggert-Waters
Act.

e Require FEMA to propose an affordability framework for consideration by Congress that
will help homeowners cope with higher premiums.

s Eliminate the 50 percent cap on community-provided funding for the construction of flood
protection systems. FEMA does not currently recognize systems built without federal dolfars
and flood maps do not take them into account.

Nearly 130 bipartisan members of the House have cosponsored H.R. 3370. ICBA urges this
Committee and the House to act, without delay, as premium increases for additional properties
went into effect October 1 and additional increases will take effect in 2014, Premium rate shock
will endanger homeowners, mortgage lenders, local governments and the broader economy.

Thank you for your consideration.

1615 L Street NW, Suite 900, hington, DT 20036 =
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fon of Home

Government Affairs

1201 15th Street NW

Washington, DC 20005 James W. Tobin Il

Senior Vice President & Chief Lobbyist

T 800 368 5242
F 202 266 8400

www.nahb.org

October 28, 2013

The Honorable John Boehner The Honorable Nancy Pelosi
Speaker Minority Leader

U.S. House of Representatives U.S. House of Representatives
Washington, DC 20515 Washington, DC 20515

Dear Speaker Boehner and Minority Leader Pelosi:

On behalf of the more than 140,000 members of the National Association of Home
Builders (NAHB), | am writing to express NAHB's strong support for the Homeowner
Flood Affordability Insurance Act. NAHB commends Representative Michael Grimm and
House Financial Services Ranking Member Maxine Waters for introducing this important
legistation, which will help alleviate some of the costly and unintended consequences
caused by the implementation of the Biggert-Waters Flood Insurance Reform Act
{Biggert-Waters).

NAHB supported the passage of Biggert-Waters in order fo secure a five-year
reauthorization of the National Flood Insurance Program (NFIP), which enables the
housing industry to continue to provide safe, decent, and affordable housing to
consurmners. However, the implementation of Biggert-Waters has caused unforeseen
affordability concerns. NAHB has heard from members across the country who are
extremely concerned about the dramatic premium rate increases, as well as the
remapping process. These concemns impact the sale, construction and remodeling of
homes in affected communities.

The Homeowner Flood Insurance Act helps address these issues by delaying the
implementation of higher premium rates until an affordability study can be completed;
allowing for a more accurate mapping process; and providing reimbursement for
successful consumer appeals. These provisions will prevent undue hardship on the
recovering housing market, prevent home values from decreasing, and make the NFIP
stronger and more effective for years to come.

While NAHB wishes this legislation would address the treatment of non-primary
residences and the lowering of the remodeling threshold, this bill addresses many of our
members’ concerns with Biggert-Waters. NAHB encourages the House of
Representatives to support the Homeowner Fiood Insurance Affordability Act, and will
work to ensure that the NFIP remains affordable and viable for American homeowners.
Thank you for considering our views.

Sincerely,

James W. Tobin Il

cc: All members of the U.S. House of Representatives.
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October 29, 2013

The Honorable Robert Menendez The Honomble Michael Geimrm

528 Hart Senate Office Building 512 Cannon House Office Building
Washington, DC 20510 Washington, DC 20515

The Honorable Johnay Isakson The Honomble Maxine Waters

131 Russell Senate Office Building 2221 Rayburn House Office Building
Washington, DC 20510 Washington, DC 20515

Dear Senator Menendez, Senator Isakson, Representative Grimm and Representative Waters:

On behalf of the National Association of REALTORS®, thank you for introducing the
“Homeowner Flood Insurance Affordability Act.” This bipartisan legislation takes the cracial
first step Of délayig hurmer mnpiementation of some rate increases in the Biggert-Waters law
BW12). This will enable FEMA to complete the affordability study already mindated by
BW12, propose targeted regulations that address the affordability issues found in the study,
and give Congress adequate time to review these regulations.

We ate grateful that Congress provided a 5-yeat reauthorization of the National Flood
Insurance Program through BW12, ending the program shutdowss that cost 40,000 home
sales each month. NAR strongly supports the long-term reauthorization of this program to
provide cermainty in real estate markets where flood insurance is requited to obtain 2
mortgage. While this longer-term stability is greatly appreciated, the implementation of the
new rate structures in BW12 has caused sedous confusion and hardship for property owners.
FEMA’s continued delays and missed deadlines in combination with the legally required
transition to true risk rates has been a recipe for disaster.

In light of all of this, we appreciate your bipartisan effort to prudently defer rate increases
until FEMA can complete the affordability study mandated by BW12 and propose a
regulatory affordability framework for targeted relief. We believe that the results of this seudy
combined with additional time for Congress to consider the impact of changes to the NFIP
will allow for a thoughtful way forward, As with any law, unexpected consequences often
occur. We are hearing of increases in rates beyond what anyone imagined possible. I
cotrect, these must be addressed.

‘The bill would also create an office of the Advocate for flood insurance rate and mapping
concerns. We believe that this is a necessary provision. Other than insurance agents,
property owners and real estate professionals do not have an effective avenue to pussue
concems regarding flood insurance rating errors and discrepancies. If FEMA relies only on
its write-your-own network to implement changes in the law, an independent arbiter would
be a useful addidon.

We support the “Homeowner Flood Insurance Affordability Act,” and urge its immediate
consideration. We look forward to continuing our work with you and the test of the
Congress to protect homeowners and taxpayers and create a responsible and sustainable
National Flood Insurance Program. Again, thank you for your leadership.

Sincerely,

Gary Thomas
2013 President, National Association of REALTORS®
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NLC RESOLUTION

IN SUPPORT OF AN AFFORDABLE AND SUSTAINABLE NATIONAL FLOOD
INSURANCE PROGRAM

WHEREAS, Congress created the National Flood Insurance Program {NFIP) in 1968 to make
affordable flood insurance available to homeowners, renters, and business owners in exchange
for using Federal Emergency Management Agency (FEMA) generated and specified Flood
Insurance Rate Maps (FIRMS) for floodplain management by a participating community; and

WHEREAS, today, businesses and homeowners in 22,000 communities in all states and
territories have made plans and investments based on the existence of affordable flood insurance
with 5.6 million NFIP policies providing over $1.2 trillion in coverage; and

WHEREAS, in July 2012, the Biggert-Waters Flood Insurance Reform Act of 2012 (BW-12)
was enacted (PL 112-141) in order to assure the solvency of the highly indebted NFIP;

WHEREAS, BW-12 requires FEMA to adjust flood insurance premiums to reflect true flood
risk and phase out subsidies for properties built before the community adopted its first FIRM;
and

WHEREAS, BW-12 requires FEMA to coruplete an affordability study and to establish an
affordability framework for the NFIP, which is not yet complete; and

WHEREAS, through the passage of BW-12, the NFIP was revised such that the public’s
reliance on the program to provide affordable flood insurance protection for prior investments in
their homes and businesses was essentially dissolved since these structure will be subject to a 25
percent increase in the flood insurance premium for the next four years (in some cases a 20
percent increase over five years) and since this law substantially and immediately devalued the
investments made in properties receiving subsidized insurance premium rates because of
increases in the cost of flood insurance; and

WHEREAS, previously these structures were rated on pre-FIRMs or the FIRMs in effect when
the structure was constructed, and now, even though the structures were not substantially
damaged, their owners will struggle to pay premiums to keep flood insurance on these structures;
and

WHEREAS, the Flood Disaster Act of 1973 requires the purchase of flood insurance on and
after March 2, 1974, as a condition of receiving any form of federal or federal-related financial
assistance for acquisition or construction purposes with respect to the insurance buildings; and

WHEREAS, the rate increases will affect municipalities nationwide in multiple areas such as
real estate markets, banks and mortgage companies, elderly citizens living on fixed income, and
policyholders, who built their communities with the best available information; and
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WHEREAS, on October 29, 2013, a bipartisan coalition of lawmakers introduced the

Homeowner Flood Insurance Affordability Act of 2013 (S. 1610/H.R. 3370} that would delay
implementation of BW-12 rate increases on certain properties until after FEMA completes the
affordability stuady and proposes a draft affordability framework for Congress to consider; and

WHEREAS, it is incumbent upon all of us to have a long term, sustainable and viable NFIP
with rates that are affordable.

NOW, THEREFORE, BE IT RESOLVED, NLC urges Congress to pass the Homeowner
Flood Insurance Affordability Act of 2013 that will delay the implementation of rate increases
until FEMA completes the affordability study and to undertake any other such amendments to
BW-12 that will keep flood insurance rates affordable for primary, non-primary and business
properties while balancing the fiscal solvency of the program.
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3138 10th Street North
Ariington, VA 22201-2149
703,522,4770| 800.336.4644
F: 703.524.1082

NAFCU nafcu@nafcu.org

National Asseciation of Faderal Credit Unfons | www.nafeu.org

November 18,2013

The Honorable Randy Neugebauer The Honorable Michael Capuano
Chairman Ranking Member

Subcommittee on Housing and Insurance Subcommittee on Housing and Insurance
House Financial Services Committee House Financial Services Committee
United States House of Representatives Unifed States House of Representatives
Washington, D.C. 20515 ‘Washington, D.C. 20515

Re:  Implementation of the Biggert-Waters Flood Iusurance Act of 2012
Dear Chairman Nengebauer and Ranking Member Capuano:

On behalf of the National Association of Federal Credit Unions (NAFCU), the only trade
association that exclusively represents the interests of our nation’s federal credit unions, I write
in advance of tomorrow’s subcommittee hearing, “Implementation of the Biggert-Waters Flood
Insurance Act of 2012: Protecting Taxpayers and Homeowners.” We appreciate the
Subcommittee’s focus on this important issue at such a critical juncture.

As discussed in previous correspondence, NAFCU remains concerned about National Flood
Insurance Program (NFIP) premium increases that are starting to take effect this year and the
impact that they will have on credit unions and their members. NAFCU believes such increases
should be delayed until at least such time as the Federal Emergency Management Agency
(FEMA) completes its affordability impact study outlined in the “Biggert-Waters” Jegislation
and Congress is able to review the findings,

Failure to act in this regard could mean that premiums will skyrocket for many Americans
struggling in these uncertain times. Furthermore, various local housing markets could face
drastic negative impacts. New premiums could be unaffordable to many, dropping home values
in a temuous economy. We are already hearing reports from our member credit unions that these
impacts are beginning to materialize, so any action on this matter must be timely. )

Thank you for your attention to this matter. If NAFCU can be of assistance to you, or if you
have any questions regarding this issue, please feel free to contact me or NAFCU’s Director of
Legislative Affairs, Jillian Pevo, at 703-842-2836.

Brad Thaler
Vice President of Legislative Affairs

cc:  Members of the Subcommitiee on Housing and Insurance

NAFCU | Your Direct Connection to Education, Advocacy & Advancement
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Question#: | 1

Topic: | rate increases

Hearing: | Implementation of the Biggert-Waters Flood Insurance Reform Act of 2012:
Protecting Taxpayers and Homeowners

Primary: | The Honorable Kyrsten Sinema

Committee: | FINANCIAL SERVICES (HOUSE)

Question: Mr, Fugate, as ’m sure you’re aware, some properties in Arizona have already
started to see rate increases as a result of the removal of subsides under Biggert-Waters.
Now that FEMA has begun to implement these increases, can you give me a sense of the
number of policies affected in Arizona? What is the range of increases that policyholders
in Arizona are seeing as a result of these phase-outs?

Response: FEMA’s website (http://www.fema.gov/flood-insurance-reform-act-2012)
includes an interactive map of National Flood Insurance Program subsidized policies.
The map shows the universe of subsidized policies by State and county and provides
some detail as to how they will be transitioned. As noted in the map, FEMA estimates
that 6,005 of Arizona’s 34,848 flood insurance policies are currently subsidized. Of the
subsidized policies, 3,967 are primary residences and will retain their subsidies until they
are sold, the policy lapses, or they are subject to severe repeated flooding as defined by
the law.

With regard to the range of increases that policyholders are seeing, we are just beginning
to receive data from our write-your-own insurance company partners on the first
policyholders to transition to full-risk rates. Later this year, we will have collected
enough data to be able to provide additional information about how policyholders are
actually transitioning to full risk rates, including the full risk premiums they are paying.

At that point, we will provide the committee with the requested data.
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Question: Mr. Rutenberg, you touched upon the importance of “fixing” Biggert-Waters and mitigating
skyrocketing rate increases that many policyholders in Arizona are facing. Can you further discuss the
importance of a fix? What do you anticipate the impacts of inaction to be on homebuilding, the housing
market, and the economy in Arizona?”

Congresswoman Sinema,

Thank you for your question regarding the importance of “fixing” the unintended consequences of the
Biggert-Waters Flood Insurance Reform Act (Biggert-Waters Act). In my November 19, 2013, testimony
on behalf of the National Association of Home Builders {NAHB), | discussed how the Biggert-Waters Act
could have a significant economic impact on the home building industry and the housing market across
the nation. | will limit my response to several specific issues that are vital to home builders in your state.
NAHB is unable to predict the overall economic impact on the Arizona home building industry and
commupnities within floodplains; however, there are 34,887 National Flood insurance Program {NFIP)
policyholders in Arizona that could be affected by the implementation of the Biggert-Waters Act.

Section 205 of the Biggert-Waters Act requires that all pre-Flood Insurance Rate Map (pre-FIRM)
properties upon sale or transfer immediately shift to full-risk actuarial flood insurance rates.
Homeowners of pre-FIRM properties will undoubtedly see the value of their properties decrease as
prospective buyers factor in higher flood insurance costs. Homeowners will struggle to sell their homes,
and may be prevented from becoming "move-up buyers" of newly-constructed homes. Many
prospective homebuyers of pre-FIRM properties will fail to qualify for residential mortgages because of
potential increases in flood insurance premiums. NAHB’s Household Priced-Out Model estimates that
nearly two million households could be priced out of the market because they will no longer qualify for
traditional residential mortgages due to NFIP rate increases.

Another significant economic impact of the Biggert-Waters Act is the reduction in the "substantial
improvement threshold” from the historic 50% to 30% of a structure’s fair market vaiue. Once a
homeowner surpasses this 30% in either repairs or improvements they wiil not only trigger the higher
flood insurance rates, they will also be forced to comply with local flood damage prevention
requirements. This could require extensive and expensive mitigation, such as elevating the building or
relocating electricai systems. If not addressed, NAHB estimates that the 30% threshold wiil place up to
$8.5 billion in annual remodeling economic activity at risk, as the extreme cost of crossing this threshold
will force many homeowners to forgo necessary and appropriate improvements or even the simplest of
remodeling jobs.

Also of concern is FEMA’s remapping process. While new, scientifically based flood maps are necessary,
there are concerns that FEMA is not taking into account all flood control structures—including local
levees, dams, and berms. That failure, combined with FEMA’s long history of inaccurate mapping, is
resulting in homes unnecessarily added to higher rate-zones or forced to buy flood insurance for the
first time at full-risk rates.

In conclusion, Congress shouid prevent FEMA from implementing any rate changes before compietion of
the affordability study, mandated in the Biggert-Waters Act. With regard to remapping, FEMA should be
required to take into account all flood control structures and allow significant time for public review and
comment. Congress should also reinstate the substantial improvement threshold to the 50% level. By

making these and other suggested legislative changes, the NFIP will be an affordable and viable program
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while, preventing some of these unintended consequences that are hurting homeowners and home
builders in Arizona and the rest of the nation.
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12/27/13
Terrie Allison
Committee Editor

Committee on Financial Services

RE: Question forwarded by representative Sinema 12/15/13

First Jet me express my appreciation for the opportunity to testify before the
Committee on Financial Services. It was a privilege and an honor to provide
information for the record on an issue near and dear to my heart.

1 am delighted you forwarded the question by Rep Sinema as that is a valid and
important issue nationwide, and more importantly, in Arizona who's housing
market is sustaining a recovery from the housing downturn in the late 2000's.

Many areas across the country have experienced drastic housing market
adjustments since 2008, most notably states like Arizona, California, Nevada
Massachusetts, DC, and Florida.

The National Flood Insurance Program is absolutely essential to successfully
closing half a million homes sales annually. A conservative overview by the
National Association of Realtors subsequently concluded that every day the NFIP
lapsed {the most notable was from May 31st to July 2nd 2010} resulted in
approximately 40,000 delayed or cancelled transactions per month. That's over
1,330 per day).

Please recognize that about 8%, or over 10,000,000 homes nationwide, are
located in FEMA's 100 year floodplains {called special flood hazard areas SFHA}

What does that mean to the economies of those areas, many that are struggling
to stabilize a fragile housing recovery? It means that without the flood insurance
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program, the certainty of home financing for new and resale homes is
jeopardized. The confidence of lenders to make loans without a flood insurance
pmgram in place, for more than a few months extension at a time, is suspect at
best. It means that of the 75,000,000 home owners in America {of which about
45,000,000 have mortgages) there is a real concern that flood insurance clauses
may well be enforced by the lender if flood insurance is unavailable or too costly
to buy. Those clauses simply say that the mortgage borrower must have insurance
in place or the lender may call the loan due or force the home owner to but the
lenders insurance which, more often than not, is an extremely high cost policy.

Anything that would further impact this recovery would be a huge negative for
the country.

But why be concerned about the real estate recovery? Well for a few very good
reasons

1. 4 of the last 5 economic downturns emerged from recessionary cycles
because of a healthy real estate housing markets, one because of a war

2. For every two homes that are sold in America one job is created so even
in the worst of times in '08. ‘09, and 10 the real estate industry was
pumping out over 2,000,000 jobs a year

3. We know that each time a home is sold, that event triggers peripheral
economic activity in the community equal to about $55,000 in the first
12 months after the sale {things like new appliances, furniture, roofs,
landscaping, painting and the like}

4. We know that home owners in the U.S. provide 85% of all the personal
income tax dollars collected by the federal government. Yes that comes
from those 75,000,000 home owners

5. We know that the typical renter in the U.S. has an equity base of around
$5,000. A typical home owner in the U.S. has an equity base of in excess
of $160,000 ( the large difference is the equity in home ownership)
Those home owners use that home equity money to start new business,
educate their children, and help with retirement.
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We know the many economic advantages of home ownership, what we don't
emphasize as well as we should, are the social and cultural benefits that accrue
from home owner,

. We know that pecople who own homes are healthier

. We know that those people’s children are healthier too

. We know that home owners marriages last longer

. We know that home owners children make better grades in high school
and college and go on to get better jobs

. We know that there is less teen pregnancy in those homes

B S A

o Uy

. We know there is less crime in those communities
7. We know that those home owners are communally involved at a greater
level

The reality is that | could go on and on about the advantages to the economy, the
country, and our society because the opportunity of home ownership exists and is
available to all Americans who are able to qualify for the opportunity. This is the
reason that | was empathic about the need for a stable and long lasting extension
of the National Flood Insurance Program in America. Congress did the right thin to
extend for 5 years, we simply need some time to work out the kinks in this bill

If 1 didn't believe so fervently that the eminent good created by a stable real
estate economy was a huge contributor to and a significant barometer of this
country’s health, | certainly wouldn’t waste your time in asking you to review this
letter.

You asked how it could impact Arizona, | have requested our {NAR) chief
economist Lawrence Yun, and Austin Perez, our staff member who has lived and
breathed this topic for years, to further supply you with information specific to
Arizona.

Pending their response let me address your question from a Realtor and home
owners stand point. The recovery of the worse real estate recession (many
economists have said) perhaps since the great depression is still under way. Areas
like those in Phoenix, Miami, Las Vegas, Boston, Sacramento, and San Diego are
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pulling out of the downturn with, slow but steady, valid stabilization of their real
estate markets. But in many areas of the country including those in FEMAS
designated fload zones {Arizona has 104 as per information | supplied) a drastic
increase in Flood insurance premiums could well turn the tables on this recovery
in housing and commercial properties. As a sidebar The Rand Group out of
California, stated, in their opinion, homes that sustained insurance increase could
expect a devaluation of about $10,000 for each $500 increase to their insurance
policy.

Flood Insurance premiums, for a maximum coverage of $250,000 on the structure
and $100,000 on contents, havé increased in many cases from subsidized levels of
$1,500 to as much as $50,000+ and that's a per vear coverage. The outcome of
these increases could significantly dampen or even reverse housing recoveries

and devastate local economies.

Many home owners in flood plains didn’t know that their insurance was federally
subsidized. These sarne home owners simply were advised of the premiums by
their insurance companies and paid, which is what most all of us would do. Many,
my estimation the vast majority, bought or built their homes in full compliance
with the laws at the time they assumed ownership. Now the rules of the game
have changed drastically. it's like committing to run a triathlon and then when
you get to the dedicated finish of each event the rules changed and vou're
required to do substantially more thanyou had trained for.

. am convinced that a “time out” is desperately needed to empanel professionals
from all areas and address the unintended circumstances that have developed

I'd be happy to provide you additional information with the history of the Flood
Insurance program and how, in my opinion, we progressed to this point with
some personal insights as to what we might explore.

I'm including several pieces of information for your review

1. Flood facts issued by FEMA
2. NAR overview of Flood Insurance Lapse v. Home Sales
3. FEMA’s Community Status Book Report for Arizona
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4. Email from Tim Clearwater, 2 new home owner, as an example of what
happens to regular people caught in the unintended circumstances that
erupted from the Oct 2013 implementation of Biggert-Waters Flood
Insurance Act 2012

5. Synopsys of a conversation | personally had with Tim & pictures of the
home

Please convey my sincere appreciation to Rep. Sinema and thank you for this
opportunity to submit requested info. Please don’t hesitate in contacting me with
any questions and concerns. Again Thanks so much ’

. 17, V4 . Y,
awrce Woe” Veissr
*PRESIDENT NATIONAL ASSOCIATION OF REALTORS 2012 / 1,100,000 members {largest trade

organization in the world)

*PRESIDENT MIAMI ASSOCIATION OF REALTORS 2008/09 /32,000 members {largest local
Realtor Association in the World)

*PRESIDENT FLORIDA ASSOCIATION OF REALTORS 2002 /125,000 members {2nd largest state
Realtor Association in the United States)

*PRESIDENT CORAL GABLES ASSOCIATION OF REALTORS 1981 /1,500 members.
*REALTOR OF THE YEAR STATE OF FLORIDA 2003

*COMMERCIAL REALTOR OF THE YEAR STATE OF FLORIDA 2010

ACTIVE REAL ESTATE PROFESSIONAL, REALTOR, FOR 44 YEARS

VEISSt & ASSOCIATES, INC. REALTORS

7800 RED RD, PH 301

MIAMI, FL. 33143

OFFICE PHONE 305-665-9299.. FAX 305-665-1230.. CELL 786-367-0171

E-MAIL MOE@VEISSL.COMWEB — WWW VEISS,.COM

REALTORS ARE THE HEART OF THE DEALI
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Property Report 86-120 Natimu Rd. Haloiwa, HI96712
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Federal Emergency Management Agency

Community Status Book Report

ARIZONA
Communities Participating in the National Flood Program
Init FHBM  Init FIRM Curr Eff  Reg-Emer

CID Community Name County identified Identified Map Date Date Tribal
040001# APACHE COUNTY * APACHE COUNTY 1212074 O7/05/82 09/28/07 07705452 No
040120%# APACHE JUNCTION, CITY OF PINAL COUNTY 06/10/80  09/30/82 12/04/07 09/30/82 No
040038¢ AVONDALE, CITY OF MARICORA COUNTY 02015174 06MSITY 10116713 0615179 No
040013% BENSON, TOWN OF COCHISE COUNTY 0116774 06125776 08/28/08(M)  0B/25/76 No
040014# BISBEE, CITY OF COCHISE COUNTY 08/30/74 010379 08/28/08 010379 Ne
040038# BUCKEYE, TOWN OF MARICOPA COUNTY 032074 D2/15/80 1016113 02115150 No
0401258 BULLHEAD CITY, CITY OF MOHAVE COUNTY 08/05/86  03/16/82 02620113 03/15/82 No
040131% CAMP VERDE, TOWN OF YAVAPA! COUNTY 07/25/78  0B/19/85 090310 12030068 No
040126# CAREFREE, TOWN OF MARICOPA COUNTY 07102179 10116113 Q278 No
040080# CASA GRANDE, CITY OF PINAL COUNTY 04/05/74 0801177 12104107 080477 Ne
840129% CAVE CREEK, TOWN OF MARICOPA COUNTY 06/09/88 10116113 0609/88 No
040040# CHANDLER, CITY OF MARICOPA COUNTY 0512477 G716180 101613 Q7M6/80 No
040094 CHINO VALLEY, TOWN OF YAVAPA! COUNTY 05/03774 08081 0910310 09/01/81 No
040095¢ CLARKDALE, TOWN OF YAVAPA! COUNTY 0812374 12001782 09/03/10 12/01/82 No
040035# CLIFTON, TOWN OF GREENLEE COUNTY 08/07/74 030184 09/28/07 03101/84 No
Q400128 COCHISE COUNTY" COCHISE COUNTY 090674 12004184 08/26/08 12/04/84 No
040019% COCONING COUNTY * COCONING COUNTY 0U24r7S  11116/83 09/03/0 11/16/83 No
040059% COLORADO CITY, CITY OF MOHAVE COUNTY 08104788 1118709 08/04/88 No
040082¢ COOLIDGE, CiTY OF PINAL COUNTY 0405774 12004107 12/040T(VM) 0611080 No
040086% COTTONWOOD, GITY OF YAVAPAI COUNTY 080774 09116781 0803110 09/16/31 No
040081# DEWEY-HUMBOLDT, TOWN OF YAVAPAI COUNTY 05/06/01 GOMIN0 . 0411108 No

Use Yavapai County FIRM panels,

04025C2115F, c2120F, c2140F,

£2500F, anc ¢2525F
0400154 DOUGLAS, CITY OF COCHISE COUNTY O6/28(T4  09/29/78 08/28/08 0912978 No
040036# DUNCAN, TOWN OF GREENLEE COUNTY 0W13TA  0BI02E2 08/28/07 08/02/82 No
040103# EAGAR, TOWN OF APACHE COUNTY 080875 01/06/82 09/28/67 01106182 No
040041#  EL MIRAGE, CITY OF MARICOPA COUNTY 0211574 1200178 10116113 12001778 No
040083# ELOY, CITY OF PINAL COUNTY 05/3174  0SMBIET 12104107 08/05/80 No
040020¢ FLAGSTAFF, CITY OF COCONING COUNTY 06/28/74  01/19/83 09/03110 01/19/83 No
040084# FLORENCE, TOWN OF PINAL COUNTY 05103774 08/17/81 12/04/07 os/17/81 No
040133# FORT MOJAVE INDIAN TRIBE MOHAVE GOUNTY 11/18/09 022013 03/18/96 Yes

SEE ENTRY FOR FORT MOJAVE

INDIAN TRIBE UNDER CID 060743,

CALIFORNIA. MAILING ADDRESSEE

iS IN THE STATE OF CALIFORNIA.
0401358 FOUNTAIN HILLS, TOWN OF MARICOPA COUNTY 07119701 1016013 02/10/94 Ne
040021# FREDONIA, TOWN OF COCONING COUNTY aBI07I74 0317182 09/03/10 05/17/82 No
040043# GILA BEND, TOWN OF . MARICOPA COUNTY 12024176 12604078 10813 12004178 No
040028#  GILA COUNTY * GILA COUNTY 1OUTA  0027/85 12004107 09127185 No
040044¥ GILBERT, TOWN OF MARICOPA COUNTY 0408174 01A16/80 1011613 01/16/80 No
040045% GLENDALE, CITY OF MARICOPA COUNTY O7I26T4  OANGITS 1016013 04116179 No
040020# GLOBE, CITY OF GILA COUNTY 05/24/74°  05/01/80 1204107 65/01/80 No
040048%# GOODYEAR, CITY OF MARICOPA COUNTY 031574 OTHBITY 10/6/43 07116179 No
040032¢ GRAHAM COUNTY" GRAHAM COUNTY 011775 12i04i84 Q9128107 1270484 No
040110# GREENLEE COUNTY* GREENLEE COUNTY 10/2577  O7/18/85 09/28/07 0718185 No
040111#  GUADALUPE, TOWN OF MARICOPA COUNTY 04715188 101613 04/01/94 No
040104# HAYDEN, TOWN OF GILA COUNTY 12376 09114779 12004707 0814179 Ne
040067¢ HOLBROOK, CITY OF NAVAJO COUNTY 031574 09430783 05/26/08 09/20/83 No
040016# HUACHUCA CITY, TOWN OF COCHISE COUNTY 1212873 0214076 08/28/08 02114776 No
040085# KEARNY, TOWN OF PINAL COUNTY 13073 0BITIBY 1204107 oB17et No
040060¢  KINGMAN, CITY OF MOHAVE COUNTY oRANTA  0BMSAT 118108 0811577 No
040122% LA PAZ COUNTY® LA PAZ COUNTY 05719584 08/28/08 [ ER T No

Page 10f 4 0110212014
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Federal Emergency Management Agency

Community Status Book Report

ARIZONA
Communities Participating in the National Flood Program
it FHBM it FIRM  CurrEff  Reg-Emer
CiD Community Name County identified identified Wap Date Date Tribal
040116# LAKE HAVASU, CITY OF MOHAVE COUNTY 03/26/80 1418108 11118100 os/pst No
0401284 LITCHFIELD PARK, CITY OF MARICOPA COUNTY 09120/89 10/16/13 08/19/88 No
040088% MAMMOTH, TOWN OF PINAL COUNTY 12107173 09715181 12/04/07 09/15/81 Ne
0401188  MARANA, TOWN OF PIMA COUNTY 2T 0BI01B4 06116711 os/otiad No
040037% MARICOPA COUNTY” MARICOPA COUNTY aTI02TY 1011613 TS No
040052# MARICOPA, CITY OF PINAL COUNTY 1210467 127104107 12027007 No
0400484 MESA, CITY OF MARICOPA COUNTY Q4113773 05115780 10116413 05115480 No
040030%  MIAME, TOWN OF GRLA COUNTY 062874 O5/01/80 12104407 ABOYB0 No
0400588 MOHAVE COUNTY* MOHAVE COUNTY 007 031582 02/20113 0315/82 No
040066% NAVAJO COUNTY * NAVAJO COUNTY 0BI23774 06/01/82 09/26/08 Q6i01/82 No
040091# NOGALES, CITY OF SANTA CRUZ COUNTY 05/24174 04115/81 12702111 04015/81 Ne
040100% ORO VALLEY, TOWN OF PIMA COUNTY AT 1204778 DBIEH1 1204778 No
0401134 PAGE, CITY OF COCONINO GOUNTY 08103110 09/03110(M)  DOO5I12 No
0400498 PARADISE VALLEY, TOWN OF MARICOPA COUNTY 123 0BA80 101613 D5/01/80 No
040100# PARKER, TOWN OF LA PAZ COUNTY 12117176 08/28/08 1217076 No
0400826 PATAGONIA, TOWN OF SANTA CRUZ COUNTY 04100776 03/18/80 1200211 03/18/80 No
0401078 PAYSON, TOWN OF GILA COUNTY 01124175 03(18/80 12104707 03/18/80 No
040050% PEORIA, CITY OF MARICOPA COUNTY U4 011681 10416113 111778 No
04005T#  PHOENIX, GITY OF MARICOPA COUNTY 0612874 12004179 101613 12004779 No
Q40073% PIMA COUNTY ™ PIMA COUNTY 082377 02115183 0928012 02715/83 No
GAG033%  PIMA, TOWN OF GRAHAM COUNTY 05124774 D2415/84 Q28107 02115/84 No
B4D0T7H#  PINAL COUNTY™ PINAL COUNTY 011075 0815183 12104807 081583 No
0401274 PINETOP-LAKESIDE, TOWN OF NAVAJO COUNTY 0219187 02119087 09/26/08 ow/pa/88 Ho
040121# PRESCOTT VALLEY, TOWN OF YAVAPAI COUNTY 0311180 08/16/82 08/03i10 08/16/82 No
040098% PRESCOTT, GITY OF YAVAPAI COUNTY osIIITE 02002077 09703110 0210277 No
0401348  QUARTZSITE, TOWN OF LA'PAZ COUNTY 00719784 08/28108 oerteise o
0401328 QUEEN CREEK, TOWN OF gg{AL COUNTYIMARICOPA 09/29/88 10113 Q72282 No
UNTY
0401244 SAFFORD, CITY OF GRAHAM COUNTY 07103187 09/126/07 0171885 o
0401374 SAHUARITA, TOWN OF PIA COUNTY 02/08/99 08/16/11 06/30/97 No
040080#  SANTA CRUZ COUNTY” SANTA CRUZ COUNTY 042371 08/01/80 1210211 08/01/50 No
045012¢ SCOTTSDALE, GITY OF MARICOPA COUNTY 00721773 1016113 08i21173 No
D401304 SEDONA, CITY OF YAVAPAL 0BIG6I01 08/03/10 32130/88 Ne
COUNTYICOUONINDG
040068% SHOW LOW, CITY GF NAVAJO COUNTY Qzr2ore 02/03/82 09/26/68 02/03/82 Ne
0400174 SIERRA VISTA, CITY OF COCHISE COUNTY 05/10/74 09/28/84 08728108 08/28/84 No
0400708 SNOWFLAKE, TOWN OF NAVAJO COUNTY 04/05/74 030182 09726108 g301/82 No
030114%# SOMERTON, CITY OF YUMA COUNTY 0B128/08 {NSFHAY 08728108 No
0400758 SOUTH TUCSON, CITY OF PitaA COUNTY 04105774 D089 06/16711{M) 0131779 No
040011# SPRINGERVILLE, TOWN OF APAGHE COUNTY 05124774 062576 09728107 0612576 N
0400108 ST. JOHNS, CITY OF APACHE COUNTY 021376 GBM6/33 09/28/07 0313081 Ko
440022 STAR VALLEY, TOWN OF GHA COUNTY 12104007 12i04/07 G4/11/08 No
040319 SUPERIOR, TOWN OF PINAL COUNTY fercytrscd 0713178 12104107 0811482 No
040053%  SURPRISE, CITY OF MARICOPA COUNTY 062874 12N1B/78 10613 12175 No
040071 TAYLOR, TOWN OF NAVAJO COUNTY oBITTITA 020382 08/26/08 02103182 No
040084# TEMPE, CITY OF MARICOPA COUNTY 0612874 12114182 1016113 08/15/80 o
040117# THATCHER, TOWN OF GRAHAM COUNTY 1211583 09/28/07 12115/83 No
0400558 TOLLESON, CITY OF MARICOPA COUNTY 04MT4 0116180 10116113 01/16/80 No
Q4010688 TOMBSTONE, OITY OF COCHISE COUNTY 081575 02/16/83 08/28/08 42118183 No
Q40076% TUGSON, CITY OF PIMA COUNTY 08/02/74 0802182 0872812 DBI2BZ No
0401128 WELLTON, TOWN OF YUMA COUNTY 08/28/08 O11BHA(>)  D7/01/08 No
C40056¥  WICKENBURS, TOWN OF MARICOPA COUNTY 0201774 03/05/78 10118143 010578 No
040018# WILLCOX, GITY OF COCHISE COUNTY 0524174 07778 08/28/08 oEATIE No
Page 2 of 4 otioziz014
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Federal Emergency Management Agency

Community Status Book Report

ARIZONA
Communities Participating in the National Flood Program
Init FHBM  Init FIRM Curr Eff  Reg-Emer
CiD Community Name County Identified Identified Map Date Date Tribal
0400274  WILLIAMS, CITY OF COCONING COUNTY 0400574 1215/83 09103710 12115183 Ne
0400314  WINKELMAN, TOWN OF GlLA COUNTY U234 08MAT 12104107 09114179 No
0400728 WINSLOW, CITY OF NAVAIO COUNTY 671974 09M16/81 09/26/08 09116781 No
0400938 YAVAPAI COUNTY * YAVAPA} COUNTY 072578 08M9I85 09/03410 09/18/85 No
0400578 YOUNGTOWN, TOWN OF MARICOPA COUNTY 12873 111578 101613 1115778 No
040089¢% YUMA COUNTY * YUMA COUNTY 04/1274 1211583 oG4} 12115083 No
0401022 YUMA, CITY OF YUMA COUNTY 041274 OT/0583 CU16M4(>)  07/05/83 No
Summary:

Total In Flood Program 104

Total In Emergency Program

Total in the Regular Program 104

Total in Regular Program with No Special Flood Hazard

Total In Regular Program But Minimally Flood Prone

Page 3o 4 01102/2014
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Federal Emergency Management Agency

Community Status Book Report

ARIZONA
Communities Not in the National Flood Program
Init FHBM  Init FIRM Curr Eff Sanction

ciD C ity Name County Identified identified Wap Date Date Tribal
040123% COLORADO RIVER INDIAN TRIBE LA PAZ COUNTY 0B/04/87 08/28/08 05/04/87(S) Yes

INCLUDES ALL AREAS OF THE

COLORADO RIVER INDIAN

RESERVATION IN ARIZONA AND

CALIFORNIA.
040136% SAN LUIS, CITY OF YUMA COUNTY 08/28/08 a1/1614 08/28/09 No

Summary:

Total Not in Flood Program

Total Suspended from Emergency Program

Total Suspended from Regular Program

Total Withdrawn Communities Not in Program

Total Not In Program With Hazard Area ldentified

Total Not in Program With Hazard Area Identified < 1 Year

Legend:
(&)
NSFHA
&)
NA
(8)

(M)
W)

DN ON

indicates Entry in Emergency Program

No Special Flood Hazard Area - All Zona C

Date of Current Effective Map is after the Date of This Report
Not Applicable At This Time

Suspended Community

Withdrawn Community

No Elevation Determined - All Zone A, Cand X

Qriginal FIRM by Lelter - All Zone A, Cand X
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¢ For more policy and claim statistics, y{

Floods and flash floods happen In all 50 states.
Everyone lives in a flood zone. {For more information, i
Most homeowners insurance does not cover food damag
if you five in a Special Flood Hazard Area (SFHA) or high-risk area and have 2
Federally backed mortgage, your mortgage lender requires you to have flood
insurance, {To find your flood risk, fill out the Flood Risk Profila.}

Just a few inches of water from a flood can cause tens of thousands of doffars in
damage.

Flash floods often bring walls of water 10 to 20 feet high.

A car can easily be carried away by just two fest of floodwater. i
Hurricanes, winter storms and snowmelt are common {but often overlooked) causes |
of flooding. i
New land development can increase flood risk, especially if the construction changes
natural runoff paths. :
Federal disaster assistance is usually a loan that must be paid back with inferest, For,
a $50,000 loan at 4% interest, your monthly payment would be around $240 a month:
{$2,880 a year) for 30 years. Compare that to a $100,000 ficod insurance premium, |
which is about $400 a year {$33 a month), H
Homes and businesses may qualify for the low-cost Preferred Risk Policy, with
premiums starting as jow as $129 for a home and its contents and $643 fora
commercial building and its contents ™

*$128 residential annual prerium provides $20,000 building and $8,000 contents
coverage. $643 commercial annual premium provides $50,000 buliding and $50,000 ¢
contents coverage. H
You are eligible to purchase flood insurance as long as your communily participates
in the National Flood Insurance Program. ! e Lo 15 Book o see |
if your community is already an NFIP pariner. :
In most cases, it takes 30 days after purchase for a policy 1o take effect, so it's ¢
important to buy insurance before the storm approaches and the floodwaters startfo
rise. :
In a high-risk area, your home is more likely to be damaged by flood than by fire. :
Anyone can be financially vulnerable to floods. People outside of high-risk areas file :
over 20% of NFIP claims and receive one-third of disaster assistance for ficoding.
From 2003 to 2012, totat fiood insurance claims averaged more than $3.0 billion per |
year. H
When your community participates in the Community Rating System (CRS), you can:
qualify for an insurance premium discount of up to 45% if you live in a high-isk area
and up to 10% in moderate- {o low-risk areas. :
Since 1378, the NFIP has paid more than $41.6 biflion for flood insurance claims and:
related costs (as of 2/14/13).

Mors than 5.5 million people currently hold flood insurance policies in more than
21,800 communities across the U.S.

Pragragm.

http:/Awww floodsmart. gov/floodsmart/pages/flood _facts jsp 1/3/2014
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Lapses of the National Flood Insurance Program

Jeopardize Home Sales
{August 2, 2011)

The National Flood Insurance Program (NFIP) is essential to successfully completing haif o million home sales annually.
When NFIP lapsed from May 31 to July 2 in 2010, REALTORS® Confidence Index showed 6 percent of REALTORS®
had at least one delayed or cancelled home sale, amounting to 46,886 transactions duting that 33-day period or 1421 per
day. Because the survey was conducted in June, one of the busiest home-sales months, and the first $me homebuyer tax
credit influenced the 2010 June activity, the National Association of REALTORS® (NAR) conducted further analysis ©
evaluate the survey result’s sensitivity; NAR found that its initial estimate was robust to additional analysis.

Based on more generalized analysis, NAR estimates that each day that NFIP lapses resules in the delay or cancellation of
1,332 home sale closings nationwide. This provides additional support for NAR’s eadiet estimate that each lapse would
jeopardize closings scross the nation on the order of 40,000 per month. 7o artive at the refined estimate, NAR calculated
the average sales throughout the year using the 2008 theough 2010 sales activity as the basis. Nationwide, about § percent
of the housing units, or over 10 million homes, are located in AA’s 100-year floodplains, called Special Flood Hazard
Areas (SFHAS). Some regions have a lasger share of the housing stock located in SFFIAs and account for a greater share
of the home sales activity; thus we aggregated at the regional level before reduring the combined annual figure to its daily
equivalent. The following table summarizes the estimated daily impact of NFIP lapses on home sales by Census region.

A LB . [
. ‘Anrial Existing Daily Number of
CENSUS REGION Home Safes Percontin . - Transactions
: {20va-2010 - | sehA* © | tmpacted .
Average) : {{A % B}5 365 Days)
South
Existing Residential Sales T 189800 | 14.1% 732
New Residential Sales” | 1g7s00 | 14.1% 72
SUBTOTAL 804
Midwest
Existing Residential Sales | 1,118,075 [ 5.0% 158
New Residential Sales | 49,500 | 5.0% 7
SUBTOTAL 161
West
Existing Residential Sales T 1304600 | 6.0% 181
New Residential Sales | 80,500 | 6.0% 13
SUBTOTAL 194
Northeast
Existing Residential Sales T 758058 | 8.0% 166
New Residential Sales | 31,000 | B8.0% 7
SUBTOTAL 172
TOTAL 1,382

! Using the data since 2008 easures that any year-to-year and cvent-specific variability (such as the first-time hotoe buyer credit) is
smoothed out and also avoids the elevated activity of the cirea-2002 bousing boom. The 2008-2010 market activity bas been
generdlly consistenr with the activity prior to the year 2000,

 To estimate this number in the SFHAs, NAR used GIS software 1 oveday spatial layers containing block-level data from the
latest American Housiag Survey (ACS 2005-2009) with the map of SFHAs from FEMA.

* New residential sales data is available by segion only. Assaming the new bomes are similarly focated in the SFHASs a5 the existing
homes are, the share of homes located in the Aood 20ue is wultiplied by the total number of new sales by repion.
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1st of last year. No one in our escrow even mentioned any changes
to the NFIP or Biggert waters. Had we even had any idea we
would have canceled escrow in a heartbeat.

In September this year we received a notice from NFIP on a
Liberty Mutual letter. Informing us of Biggert waters 2012 and that
no renewal would be offered untif we completed an elevation
certificate. It was the first we had heard of any changes to flood
insurance. And of course we now faced the full risk rate.

Our house is a pre-firm 1950's house in a coastal neighborhood
about. 1000" or so from the water. We are a VE zone with. 14 BFE.
Qur home has never flooded in its history.

As we sit now we are 6.5 feet below BFE.

We until a few days ago did not have an elevation certificate. In
Hawaii we received quotes varying from 800-1600 dollars .

We thought we had it sorted out with liberty mutual and Wells
Fargo, our lender and insurer that we could keep the coverage
under a tentative rate (without the elevation certificate) which we
were quoted at about 10k dollars. We have an escrow account and
it was supposed to be billed 1o that. However we just received
notice from Wells Fargo that was not completed and our policy has
lapsed. I can not afford without taking a loan, 2 10k a year
premium paid up front. We could probably squeak by a few
months if we were allowed to make monthly payments.

With our now completed glevation certificate I'm guessing our rate
will jump to at least 20-25k

This will double our mortgage. No way we can afford to stay, no
way we can afford to sell. (No one will buy when they get the
flood quote... At least not at what we paid a year ago)

We put 20% down, our life savings is the house. We have a four
month old baby and my wife has not been working so coming up
with the extra 800 dollars for the elevation certificate was a
challenge. Paying 2k a month in flood insurance will probably

break us.

Our hail Mary is to borrow money and raise the home. This is what
we are trying to accomplish now. The plans are being drawn and
we are applying for loans as we speak: The question is of course
can we complete this before Wells Fargo force purchases 2k+ 2
month insurance and we start defaulting on our loan. The notice
they just sent us said we had 45 days from November 6th. We were
hoping to squeak by on the tentative rate till we were done. Now
that we have an elevation certificate and have lapsed, I'm not sure
what we will have to pay until we can raise the home.

Hope this helps to explain our story. Il send our elevation cext.
and notice from NFIP.

Thanks for vour help,
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Austin Perez

From: Moe Veissi
Sent: Monday, November 18, 2013 7:34 PM
To: Austin Perez

Can u print out for me thx

NOTES

Tim Clearwater

Wife & 4 mo old

Grad college Marine Transportation

Employed 8 yrs in merchant marine, earns 130,000 wife left child care job to be with child
After looking for a home for his new family for more Than a year they made an offer on a 3/1
under 1000sf on 5000 sf lot 1200 feet from water asking 650000 sold 610000 1950s house
post and pillar construction tongue & grove

Used life savings to make the down payment 4

They anticipated aﬂood ins premium of under 2000 but at closing era bill for 2765

Soon the famrly%f‘a letter from leerty Mutual the carrier advising a renewal would not be
offered due to BW 2012 Iz A

Followed by Ieger f&)m Wells adwsmg that they would be compelled to purchase insurance at
a probable hrhef rate from them if they did not provide proof of insurance

After several months of conversation a tentative policy was issued For 1 year at 9620 with the
anticipation that the renewal rate would exceed 20000

They had secure‘{a loan for 80% of the purchase price Wells Fargo 3.75% 30 yrs P12200/mo +
hurricane 900 home owners 300 ’caxeslSOOt

They received an elevation cert Nov 5" reﬂecting 6" below flood plain cost of cert 800 cost for
plans to elevate house 1000

Approx. cost to elevate house 60-70,000 rand parents may loan the money necessary ta do
the construction elevations

Cost doesn’t Include the cost of housing the family while the house is elevated

With the repairs the insurance may revert back to 2760 but the cost of the house including the
renovations may not et close to the needed value to sell and break even

In the condition today with the cost of ins the owners estimate the value to be about 150000
less than what they bought it for

And the only buyers would be someone who could buy all cash and go w/o flood

The owners words to explain their circumstances included “crushing, depressing, anxiety the
He has taken a part time job to help support the insurance
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November 18, 2013

The Honorable Randy Neugebauer

Chairman

House Financial Services Subcommittee on Housing and Insurance
2129 Rayburn House Office Building

Washington, DC 20515

The Honorable Mike Capuano

Ranking Member

House Financial Services Subcommittee on Housing and Insurance
B301 C Rayburn House Office Building

Washington, DC 20515

Dear Chairman Neugebauer and Ranking Member Cépuano,

The historic Brookiyn neighborhood of Red Hook, in New York City is home to many working and
middle class families who have lived here for generations, as well as artists and small businesses
which have contributed to the recent revitalization of this diverse waterfront community.
Pioneer Street is one of the few preserved blocks in the neighborhood, comprised of nearly forty
late 19th century brick row houses. These small, three-story buildings, each between only 1500
and 1800 square feet, are mostly primary residences. Many also include a rental unit on one
floor, and this income helps keep the neighborhood affordable by reducing the expenses of
homeownership in New York City. in turn, this affordability helps keep property values in the
neighborhood stable.

Pioneer Street itself is approximately seven and a half feet above sea level, and even though itis
located well inside New York Harbor, and not subject to any wave action or moving water, the
flooding that resuited from Super Storm Sandy did inundate the lowest, “garden-level” floors of
all of our homes, which are a few steps down from the street. This was the first flooding of this
kind in well over 100 years, if ever. The damage from this stillwater flooding was significant, but
not crippling. Mostly, it was mechanical equipment, electrical service, insulation and finishes
that needed repair. Only a few homes had any structural damages, and this was typically minor.
Almost all of these homes were fully repaired within six months, and most homeowners were
able to continue to live in their homes during the repairs. Although the storm was devastating,
its effects were relatively short-lived.

This will not be the case with the Biggert-Waters Flood Reform Act, which threatens long-term
and irreversible damage to our homes, our neighborhood, and our community. This so-called
reform act, which was passed months before Sandy, calls for dramatic and unprecedented
increases in flood insurance premiums for policies administered through the National Flood
Insurance Program {NFIP}). These premiums will be set primarily according to the elevation of a
home relative to a base flood elevation, which is approximately twelve feet above sea level on
Pioneer Street, regardless of when the homes were actually constructed. This is a departure
from the previous regulation, which did distinguish between pre-existing houses and new
developments. As a result, Red Hook homeowners may see premiums rise as much as sixty
times their current rates, from as little as $1,600 per year to as much as $36,000. According to
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FEMA, the only way to afford these crippling rates would be to literally raise our homes by as
much as 8 feet.

The 19th Century, joisted-masonry construction of our houses makes them impossible to
elevate. In order to avoid these new premiums, our only option would be to tear down our
entire block ~ forty Civil War Era houses — and rebuild from scratch, which is not financially
feasible for any of us because like most Americans, most of our net worth is in our homes, and
subject to mortgages which we work very hard to pay off.

Our intimate knowledge with the flooding caused by Sandy, and our associated experience filing
flood insurance claims through the NFIP, uniquely qualifies us to evaluate the proposed changes
to this program. To be blunt, we are confused as to how the new, unsubsidized premiums can
be justified as "actuarial". These yearly premiums represent, on average, somewhere between
33% and 200% of the actual settlements paid out by the NFIP to Red Hook policy-holders
following Sandy. This for an event with a probability of occurrence of 1/100, according to
FEMA’s own flood maps (in truth, Sandy is likely the worst flood in 500 years of recorded NYC
history, arguably making it less likely). Even if we were to assume that the frequency of these
events will increase twofold over the next fifty years, and factor in generous aflowances for
overhead and administration, the numbers don't come close to adding up. In fact, the premiums
would be unjustifiable even if these policies had paid out 100% of their vafue {$250k) following
Sandy, which they did not.

No rational homeowner would participate in this program at these rates, since it would be vastly
cheaper to self-insure. This will deplete the insurance pool, leading to more deficits for the NFiP.
In addition, those of us who are required by their mortgagees to carry such insurance will be
caught between a rock and hard place; unable to afford their homes as result of these crippling
flood insurance premiums, yet also underwater on their mortgages and unable to seli and
relocate because of the effect mandatory insurance at unjustifiable prices will have on property
values.

Fortunately, there are many alternatives to Biggert-Waters’ “reforms” which can improve the
solvency of the NFIP without victimizing homeowners. A team of New York City experts under
the Special Initiative for Rebuilding and Resiliency {SIRR) proposed several such alternatives. For
example, offering homeowners the option of lower cost, high deductible policies wouid help
mitigate some of the severe affordability issues that Biggert-Waters threatens, would continue
to protect homeowners from catastrophic loss, and would ease future demands on the NFIP by
reducing smaller, non-catastrophic repetitive claims. Similarly, the NFIP could offer credits —
substantial enough to serve as an effective incentive — against insurance premiums for proven
flood design improvements, such as elevating sensitive equipment and electrical service,
avoiding the use of permeable construction materials like BATT insulation or drywall, and
employing flood vents to equalize hydrostatic pressure across structural walls in the event of
severe flooding to prevent serious structural damage. These design improvements alone would
have reduced the Sandy flood damage experienced in Red Hook by upwards of 66% for most
properties.

Biggert-Waters tries to balance the flawed design of the NFIP on the backs of innocent,
hardworking homeowners in neighborhoods such as ours. This is an outrage, especially because
so many good alternatives exist. Biggert-Waters needs immediate and dramatic reform along
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with an affordability study that accurately reflects the repercussions the removal of these
subsidies will have on average working class Americans. We implore you to get to work.

Sincerely,

Homeowners in Red Hook, Brooklyn
Constituents of Senior Democratic
Member of the Subcommittee
Congresswoman Nydia Veldzquez

Pioneer Street, Red Hook, Brooklyn NY



254
November 17, 2013

To:

The Honorable Randy Neugebauer

Chairman

House Financial Services Subcommittee on Housing and Insurance
2129 Rayburn

House Office Building

Washington, DC 20515

The Honorable Mike Capuano

Ranking Member

House Financial Services Subcommittee on Housing and Insurance
B 301 C Rayburn

House Office Building

Washington, DG 20515

From:

Andrea Kondaks Sansom
206 Richards Street
Brooklyn, New York 11231

Re: National Flood Insurance Program; Biggert-Waters Flood Insurance Reform
Act of 2012; The Write Your Own Program; The Congressional Record and
testimony regarding all of the above.

Dear Chairman Neugebauer and Ranking Member Capuano,

Thank you for your willingness to receive this written testimony regarding the
NFIP and Biggert-Waters. I have chosen to offer this testimony in the hope that it
may provide a concrete example of a recent and illuminating experience in filing a
claim with the NFIP but, more importantly, how, as a result of this experience, 1
and all who have filed NFIP claims, may be able to shed some light on solvable
problems within the administration of the NFIP,

Given the remarkable coincidence of the Biggert-Waters Flood Insurance Reform
Act enactment coming just before Sandy hit our region and the attention and
alarm these two events have brought to bear, it scems the optimal time to seek
viable and long-term reform to the NFIP. I truly hope that, yes, there will be delays
to the implementation of Biggert-Waters; that there will be an affordability study
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conducted which was to have been done as part of Biggert-Waters legislation; but,
more critically, that these won’t delay real and effective reform toward a sustainable
NFIP which, according the FEMA/FIMA/NFIP persons I speak to on a regular
basis, is well within reach. Indeed, according to those I speak with at FEMA, the
NFIP is not a broken program in need of heavy-handed reforms such as Biggert-
Waters delivers, but, rather, it requires sensible and achievable updating. These
FEMA representatives were horrified to see Biggert-Waters enacted and they tell
me that the NFIP was absolutely fiscally sound until Katrina and that much of the
cost of Katrina was in the form of excessive payouts, excess administrative costs,
poorly maintained levees and an essentially ill-prepared NFIP - ill prepared because
things move too slowly within their agency. They tell me that the NFIP (considered
the ugly stepchild of FEMA) has been neglected, needs more flexibility and an
expedited regulatory process and that, with reasonable reform, rather than ruinous
measures such as sections 205 and 207 of Biggert-Waters, it can be made solvent,
effective and enduring.

I speak to these folks at FEMA often because the City of New York and its Special
Initiative for Rebuilding and Resiliency (SIRR) has offered 10 initiatives which are
aimed at sensible and fiscally sound NFIP reform. Indeed, these initiatives are, in
great part, based on FEMA literature in the form of Technical Bulletins which
publish “best practices” ~ mitigation measures to make properties more resilient. 1
await word as to how our own mitigation cfforts and the 10 insurance initiatives
may have bearing on the underwriting of our NFIP policy. I recently attended a
meeting with Roy Wright from FEMA who said that these 10 initiatives are being
seriously considered by FEMA. Were FEMA/FIMA/NFIP allowed to
administratively effect their own best practices and offer commensurate credits for
these, thereby encouraging mitigation in the forms of elevated mechanical
equipment, wet flood-proofing methods, installing flood vents, etc., — all of which
are reasonable and effective mitigation methods, especially for properties that
cannot be elevated and are not Severe Repetitive Loss properties — many families
and businesses would be incentivized to protect their properties in order to have
lower NFIP premiums. Just these mitigation credits alone and the financial
incentive that they would offer could contribute considerably to NFIP viability. For
context, however, as to how mitigation is discouraged, I offer the following example:

After Superstorm Sandy, my husband and I began to study FEMA technical
bulletins and I took a national training course called Hurriplan which teaches these
best practices as well as ICC (International Code Council) building practices for
storm regions. As a result of this learning and the empirical evidence of having our
home flooded and observing how various mitigation efforts would have made a
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difference, we chose to rebuild differently. During the demolition of our first floor
and before being visited by an independent adjuster from Fidelity Flood Insurance,
we began to make those changes that would enable our home to withstand another
such flood event. These included elevating our electric meters and electric
generally; removing non-load bearing interior partitions on our first floor,
sacrificing our first floor to storage based on FEMA best practices and guidelines,
all of which make tremendous sense. We did the flood vent calculations, researched
water-tolerant materials and began the process of mitigating our first floor and
crawl space while working with an architect. All at a considerable cost and sacrifice
of space. (Please bear in mind that we have chosen to do all of the above
voluntarily and that these are site-specific solutions which many of my neighbors
cannot utilize because they have basements, but would have other options were
FEMA to be given the freedom recognize them through a more flexible policy
which would take value into account so that if a homeowner was not insuring a
costly suite, their policy would reflect that or they could choose a higher deductible.
Also, we live in a 100 year flood plain so that the sacrifice we are making is actually
a bit overboard and were we to have storm barriers where I live, we would possibly
not need to sacrifice this space at all. Also, please understand that the housing stock
where I live cannot be elevated — we have mostly attached row-houses here so that
other mitigation efforts are what we turn to in protecting our homes.)

‘When the Fidelity independent adjuster came out and spent 10 minutes assessing
the damage to our home, one of the first things he told me was that we would not
be paid for raising our electric meters, which we had done already so as to have
services, but, had we left them in the crawl space, below base flood elevation, we
would have been reimbursed. This cost alone was $6,000.-

It took about 3 months for this damage assessment to be completed by the
independent adjuster. Meanwhile, we continued to live with open joists, no heat,
cic., on the first floor. When we finally got his_estimate of loss, it was for @$40,000
whereas our damage was estimated to be $150,000. As we’d hired a Public Adjuster
at the cost of 10% of our eventual payout, we proceeded to negotiate this claim for
the next few months. Eventually, another inspection took place and we were told,
again, that any deviation in repairs from what was there before would not be
covered.

Essentially, the insurance company was insisting that we put things back as they
were. We were flabbergasted and it was then that I reached out to FIMA for
guidance, relaying to Melissa Anderson, who is a program specialist for the Federal
Insurance and Mitigaton Administration, that this private insurance company was
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not only causing untenable delays and untold waste in administrative costs; delays
which not only continued to make our home vulnerable to further damage as well
as hazardous to occupy- and also telegraphed waste and loss in that our lives were
on hold and my husband couldn’t run his company in his usual fashion as we
remained vulnerable; our local economy, having also been storm-affected, was also
styrm'ed by such delays and all because of administrative misdirection and a
seeming determination to drag this painful process out for as long as they may... the
private insurance company was not only causing all of this but also discouraging
mitigation.

I eventually got confirmation that private administrators of NFIP policies (SFIP’s)
cannot tell folks how to rebuild their homes, but this was too late in coming as I had
to fight to secure this information for months, losing precious time to rebuild. My
entire life was taken up in this fight. I cannot imagine how families with children,
demanding careers, and homes damaged more than ours could possibly have had
the time or energy to fight as hard as I was forced to. These stories don’t get
published. If you were to visit with these folks, you would certainly take great pause
in observing the methods and consequences of the Write Your Own operators

(WYO?s).

1 also came to learn that, indeed, these private insurance companies and their
WYO participants practice something referred to in the insurance industry as “low-
balling.” This runs counter to the line that the WYO’s receive a greater percentage
the greater the loss, and yet it would seem that an entire industry in the form of
Public Adjusters has resulted from chronic low payout and, additionally, there are
prolonged lawsuits all over the country because of low NFIP payouts, all of which
are, of course, costly to all involved. More generated cost.

Also, the metrics for determining the cost of repairs used by independent adjusters
are based on a general standard which doesn’t take regional costs into account:
New York is a more expensive place to rebuild than Louisiana. Were local cost
formulas to be applied, there would be less administrative work, less waste.

While these are important aspects to the overall picturc of the NFIP, I refer to them
mostly because of what they tell usin terms of a massive administrative waste and
the resultant cost. But it’s more interesting and heartbreaking when it comes to
mitigation practices, the necessity, but also the discouragement of which, I wili now
speak to more thoroughly:
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1t took me 8 months to hash out our NFIP claim and another three to get our
mortgage bank to agree to release our funds. They, too, initially refused to release
our monies because we were mitigating our home. I hope you can appreciaie the
absurdity of that and, I hope you can recognize the implications:

If mitigation practices are promulgated by FEMA and yet discouraged by private
insurance administrators and mortgage companies, the repeat losses - those very
events that we are all saying we don’t want to pay for — are being driven by these
same private entities, the insurance companies and mortgage banks, right under
FEMAs nose.

I fully agree that Severe Repetitive Loss properties should be subject to full
actuarial rates once an affordability study has been conducted. But, based on my
experience, I have to ask: who has created the vicious cycle of severe repetitive loss?
Why are homeowners being punished for a loss-cycle not of their making?

From what I have observed, much of this is due to administrative mishandling at
the level of the private insurance administrators who receive 30% fees per year, per
policy, even in renewal years, and 70% in an event period, I've been told. Were
Biggert-Waters to continue unchecked, these same companies would stand to gain
exponential amounts in fees, fees that are already high, for doing the same
administrative tasks — tasks which they have conducted so woefully as to cause
families to become homeless due to reckless claim handling and unforgivable but
seemingly purposeful delays: Tve been told it is their agenda to “wear insureds
down” so that they give up on the claim — claims on policies these families have
diligently maintained and now have to fight tooth and nail over, for pennies on the
doliar.

That these companies are also insisting that families put things back as they were,
to potentially be destroyed all over again and after they’ve waited a year or more
for loss coverages is a reprehensible practice which FEMA is taking the brunt for,
causing groups such as Stop FEMA Now to emerge. After witnessing such practices
by WYO operators over and over again in my community post Sandy, I can’t blame
anyone for then being outraged by Biggert-Waters which is not insult-to-injury for
all of us who are still recovering from a natural disaster, but far worse: it’s the cure
that kills the patient as it renders our homes — these same homes we've
painstakingly put back back together, under the guidance of the insurance
companies and the banks —valueless.
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The full accounting of this unbelievable but actual vicious cycle is not addressed by
Biggert-Waters in the least and the ramifications of all of these practices are
unfathomable as they have in great part led to NFIP insolvency and the reactive
measures of Biggert-Waters which are, at this very moment, causing property
values across the country to plummet, And yet, this incredible destruction of a
family’s single greatest asset, their home, is needless, in my opinion, based on all
that I have tried to illustrate. '

I hope the telling of my experience shows how much of this is a question of
administrative practices and a lack of education on the part of private insurance
companies and mortgage banks. Indeed, one of the 10 initiatives put forth by the
Special Initiative for Rebuilding and Resiliency calls for education on all fronts as to
how the NFIP functions. The Standard Flood Insurance Policy itself is an opaque
document which does not allow insureds to grasp the essential limitations of an
SFIP. Education for policy holders, mortgage banks and insurance companies
would enable all of these to be prepared ahead of time to deal with claim’s losses,
thereby avoiding much of the administrative waste and excessive cost therein. The
simple step of guiding independent adjusters to learn about mitigation credits and
encourage these rather than insisting folks put things back as they were, would
manifest as tremendous NFIP fortification.

If mitigation is central to FEMA’s mandate, let mitigation be the guiding principle
to NFIP reform. Allow FEMA greater flexibility in administrating their own best
practices and promote these through incentive programs. Enable inter-agency
communication for large-scale mitigation so that the Army Corps of Engineers and
FEMA work together to maintain levees and seawalls and advocate for the further
building and maintaining of such protective infrastructures.

At the same time, discourage reckless and destructive administrative waste within
the WYO program. Put a cap on the amount a private insurance company can
receive per policy so that they are not incentivized to not only maintain the failing
status quo but, incredibly, actually profit from its “reform”, via Biggert-Waters, in
untold ways.

We are barely recovering from the worst recession in decades. Were Biggert-Waters
to continue uncorrected, the economic, sociological and psychological toll on this
country would be incalculable and all because of the “unintended consequences”
of a reform act that was not carefully thought through — not because of a natural
disaster.
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Let us prepare for such natural and not administratively driven disasters through
careful, integrated measures such as mitigation and administrative reform. Then
we will surely see a solvent and viable NFIP, such as FEMA itself sees as wholly
within reach.

I remind you, now, that the damage estimate for our home after Sandy was
$150,000. Were we to be flooded by the identical storm after mitigating our home,
I would venture the cost to clean up — not demolish and rebuild ~ would be @
$2,000.- My husband and Iintend to never file an NFIP claim again and, could we
afford to pay off our mortgage for the sole purpose of avoiding the projected
premiums as well as the cruelty we experienced at the hands of the private
insurance company, we would do so in a heartbeat. Indeed, Biggert~-Waters is such
a terrifying proposition that it will cause wholesale abandonment of the NFIP one
way or another, unless reasonable and not ruinous reform is enacted.

Thank you.

R

Andrea Kondaks Sansom



