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Introduction

= A flood is a condition where two or more acres of normally
dry land or two or more properties are inundated by water or
mudflow [11].

= Causes of Flood
= Heavy Rainfall, Wildfire, Tropical Storms and Hurricanes, Spring Thaw,
Clogged drainage systems

= Primary Effects
= Loss of life, Damage to motor vehicles and structures, Power Outage

= Long-term Effects

= Economic Hardship, Shortages, Psychological Damage



Introduction

National Flood Insurance Act of 1968
= Provide Financial Protection
= Reduce the impact of flooding

Federal Emergency Management Agency (FEMA)
= Write Your Own (WYO) program in 1983
= Direct Business

Deductibles



Introduction

= National Flood Insurance Program (NFIP) Reforms

Flood Disaster Protection Act of 1973

National Flood Insurance Reform Act of 1994

National Flood Insurance Reform Act of 2004

Biggert-Waters Flood Insurance Reform Act of 2012 (BW12)
Homeowner Flood Insurance Affordability Act of 2014 (HFIAA)

= Subsidized rates are rates that do not reflect full risk of
flooding.

= Actuarial rates reflect full-risk of flooding and are based on
the elevation relative to Base Flood Elevation (BFE).



Analysis
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Analysis

Expenses 2000 2001 2002 2003 2004 2003 2006 2007 2008 2009

I“':]'l"?“ $5232027 $523,535,548 | $730,183.164 $811.515.608 | $214.368.233
Borrowing

Other $322.587,415 | $320,081.003 | $339.883.060 | $363,734.043 | $366.330.151 | $305,010.530 | $450.216.003 | $480.269.088 $405.063.569 | $333.363.740
Expenses

Total $322,587,415 | $320,981.003 | $339.883.060 | $363,734.043 | $366.330.151 | $400.251.756 | $973.751.641 | $1.219.454,252 | $1.306.579.267 | $747.732.004

= Other Expenses
= Direct and Bureau General Expense

= WYO Operating Allowance
= Direct Agent Commission




Analysis
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Analysis

Loss Ratio per year

10.000
9.000

8.000

7.000

6.000
5.000

4.000

3.000

2.000
1.000

0.000
1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012



ood Insurance Rate Maps (FIRMs)
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Flood Insurance Rate Maps (FIRMs)

= Preferred Risk Policy

= Cost-saving option for properties that have been newly
mapped in high-risk areas

= Loss history requirement - 2 loss claims of $1000 or more

* Grandfathering
= Extension of PRP after 2 years
= Lock in moderate-to-low risk rates instead of high risk rates



Coverage

= Emergency Program - initial phase of a community’s
participation in the NFIP if no FIRM is available.

= Regular Program
" Final phase of a community’s participation in the NFIP.

" Flood Insurance Rate Maps (FIRMs) are in effect and full
limits of coverage are available.

= Community Rating Service (CRS) Program

= voluntary incentive program that recognizes and
encourages community floodplain management activities



Moderate-to-low risk Areas (Zones B, C, X)
Residential Preferred Risk Policy
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Moderate-to-low risk Areas (Zones B, C, X)
Non-Residential Preferred Risk Policy

Building & Contents’ Contents Only'***®
Coverage Annual Premium> Coverage Annual Premium®
With e Contents Al I:I'I:_I'ler
Basement Basement o=
or or Ground (basement
- - (more thamn only mot
Enclosure Enclosure one floor) eligible)
$50,000/$50,000 $543 $1,016 $50,000 $185 $304
$100,000 $1,016 $1,731 $100,000 $270 3586
1;155%":}%‘;" $1,326 $2,321 $150,000 $355 LT
fﬂg‘#ﬂ%‘;" $1,637 $2,756 $200,000 $439 $970
fﬂ;‘gﬂ%‘;" $1,886 $3,129 $250,000 $524 $1,163
fa?:?:’,%%?f $2,134 $3,502 $300,000 IR $1,355
’:33’;'3,,'3}%‘3’ $2,321 $3,875 SAEnonl $694 S
m‘:;r':}%‘;" $2,507 $4,185 $400,000 $T78 $1,739
Hﬁn,rl:}%i;! $2,694 $4,497 $450,000 $863 $1,931
fﬁg‘#ﬂ%ﬂf $2,880 $4,807 $500,000 $048 $2,123



High risk Areas (Zones A, V)
Standard Rated Policy

= Dwelling Policy
= General Property Policy
= Residential Condominium Building Association Policy (RCBAP)

REGULAR PROGRAM

EMERGENCY Basic Additional Total
BUILDING COVERAGE PROGRAM Insurance Limits Insurance Limits Insurance Limits

2—4 Famlly Dwelllng

Non Readenhal

Single—Famin Dwelling

$ 135,000 *

$ 35 OOD *

Other Res|dent|a| $100 000 e

$1OD 000 **

$ 60,000

$ 60 000

'$175 000

$175,000

$190,000

$190 000

.$ e 000

$325 000

$250 000

$250 000

$250,000

$500 000

CONTENTS COVERAGE

Residential

Nonnes|dent|a|

$ 10,000

$ 25,000

$ 75,000

$100,000

* In Alaska, Guam, Hawaii, and U.S. Virgin Islands, the amount available is $50,000.
*¥* |n Alaska, Guam, Hawaii, and U.S. Virgin Islands, the amount available is $150,000.



Biggert-Waters Flood Insurance Reform
Act of 2012 (BW12)

= Goals
= Extend NFIP for five years

= Make NFIP more financially stable
= Phase out subsidized rates
= Reserve Fund Assessment
= |nstallment Payments

® |[ncrease minimum deductible for pre-FIRM properties

= 20% pay subsidized rates
" 5% - 25% annual increase in premium immediately
= 15% - Remain subsidized until
= Property is sold
= Lapse in policy
= Purchase a new policy



Homeowner Flood Insurance Affordability
Act of 2014 (HFIAA)

= Goal

= Relieve non-subsidized policyholders who were required to
see a 20 percent increase in late 2014 due to map changes
under BW12.

= |ssue Refunds
* New policyholders (post-BW12) in high-risk areas
= Policyholders who renewed their policies post-HFIAA

= Requires gradual rate increase by no less than 5% annually

" |ntroduce new surcharge to offset subsidized policies
= S25 — primary residence policy
= $250 — all other policies



Actuarial Rate Formula

M ; w LT
RATE=| 3" (PELV x DELV ) |x A2/ < DED < UINS
| s=3in EXLOSS

Rate — per 5100 of insurance coverage of property

Min - minimum lowest floor elevation at which flood damage occurs

Max = lowest floor elevation at which flood damage approaches a maximum

Lowest Floor Elevation are measured to the nearest foot

PELV - probability that the flood water elevations reach a given depth relative to BFE
DELV - ratio of the flood damage to the value of the insurable property

LADJ is the ratio of allocated loss adjustment expense to loss dollars paid

DED - estimate of the percentage of the damage that will not be covered by insurance
UINS - under-insurance factor; ratio of property value to insurance amount

EXLOSS - expected loss ratio; offset premium discounts



Premium Calculation

TABLE 1. EMERGENCY PROGRAM RATES
ANNUAL RATES PER $100 OF COVERAGE
(Basic/Additional)

BUILDING CONTENTS
Residential 91 1.15
Non-Residential .99 1.93

TABLE BB. DEDUCTIBLE FACTORS. %3
Single-Family and 2-4 Family Building and Contents Policies®

DEDUCTIELE OPTMINS: PRE-/POST-FIRM PRE-FIRM DEDUCTIELE DOFTIONS: PRE-/POST-FIRM PRE-FIRM
Building,Contents Full-Risk Subrsidized Building,'Contents Full-Risk Subsidized
$1,000/%1,000 1.000* N/A £3,0007/%3,000 850 025
$1,250/%1,000 9a5% N/A £4.0007%51,000 25 N/ A
$1,250/%1.350 a0 N/A $4.000/51,250 ik N/A
$1,500/%1,000 a0 N/A £4.000/51,500 800 o7
$1,500/%1.350 A7k N/A £4.000/%2,000 ATh A50
$1,500/%1,500 65 1.050F $4.000,%3,000 825 000
$2,000,%1,000 TEs N/A £4.0007%4,000 - 50
$2,000,%1,350 ek NiA £5.000/51,000 o N/A
$2,000,/%1,500 450 1.02E% £5.000,/51,250 890 N/A
$2,000/%2.000 425 1.000 $5.000,/51,500 ATh LB
$3,000,/%1,000 505 N/A $5.0007%2,000 50 930
$3,000/$1.350 840 N/A £5.000/53,000 800 880
$3,000,/%1,500 925 1.000F $5.000,54,000 T60 830
$3,000,%2.000 400 Aarh £5.000,/55,000 150 810




Premium Calculation

= Emergency Program Example

Occupancy — Residential

Rate — 0.91/1.15 (per $100 of coverage)

Building Coverage — $35000

Contents Coverage — $10,000

Deductible: $2000/52000

Deductible factor —1

Reserve Fund Assessment - (5% of Premium Subtotal)
Federal Policy Fee - $44

®"  Premium Calculation
Building: (0.91*350) = $319
Contents: (1.15*%100) = $115
Premium Subtotal = $434
RFA = S22
Premium = $434 + $22 + $44 = $500



Premium Calculation

TABLE 3B. REGULAR PROGRAM - POST-FIRM CONSTRUCTION RATES*
ANMNUAL RATES PER $100 OF COVERAGE (Basic/Additional)

On or after October 1, 2013, also use this table to rate the following: 1) Pre-FIRM propertles that are newly purchased or
newly Insured on or after July &, 2012; or 2) Policles that have been reinstated on or after October 4, 2012, after a lapse In coverage
FIRM ZONES AE, A1-A30 — BUILDING RATES
1FLOOR MORE THAN 1 FLOOR MORE THAN 1 FLOOR
No Basement/Enclosure/ No Basement/Enclosure/ With Basement/Enclosure/ MANUFACTURED
Crawlspace* © Crawlspace* = Crawlspace*® (MOBILE) HOME®
ELEVATION OF Other Other Other
LOWEST FLOOR Resldential Residential Residentlal
ABOVE OR & Non- & Mon- & Non- Non-
BELOW THE BFE*? 1-4 Family Resldentlal 1-4 Family Residential 1-4 Family Residentlal Single Family Residentlal
+4 240 08 20/ 08 247 08 20,/ .08 240 08 20/ 08 28/ .13 287 A3
+3 30/ 08 21410 25) 08 22 08 21f 08 23/ .09 35/ .14 33713
+2 A2 0B 36/ 11 33/ 08 28 08 32/ 08 2B/ 10 b0/ .14 A7) A6
+1 a1/ 10 B2/ 16 b7/ 09 ABS 10 As/ .09 36 12 8o/ .20 BT/ M
0 1787 13 160/ .25 137/ 12 120/ 14 1.00/ .10 Bry ar 220/ .32 225/ 43
-1 440/ 85 437/ .93 333/ 65 3y M 228/ 4 1987 A7 waw s
-2 hw - . LE R L - - hw
FIRM ZONES AE, A1-A30 — CONTENTS RATES
LOWEST FLOOR ONLY - LOWEST FLOOR ABOVE GROUND
ABOVE GROUND LEVEL LEVEL & HIGHER FLOORS MORE THAN 1 FLOOR
ELEVATION OF Mo Basement/Enclosure/ Mo Basement,/Enclosure/ With Basement,/Enclosure/ MANUFACTURED
L L L E
LOWEST FLOOR Crawlspace Crawlspace Crawlspace (MOBILE) HOME
ABOVE OR Mon- Mon- Mon- Non-
BELOW THE BFE= 3 Resldential Resldential Resldentlal Residential Resldential Resldential Single Famlly Resldentlal
+4 a8 J.12 22 a2 38 JAa2 22 J a2 38 a2 22 FAa2 38 /.12 22713
+3 a8 J.12 22 a2 38 JAa2 22 J a2 38 a2 22 FAa2 3804 A0/.15
+2 a8 J.12 25 J .12 38 JAa2 22 J a2 38 a2 22 FAa2 S8/ AT 36 /.19
+1 R Az20 13 A8/ A2 A1) .12 a8/ 12 220 12 ba .23 Bo 3T
0 111/ 12 B3y .22 B3/ 12 Bl .14 As S 12 35013 1.14 7 36 1147 41
-1 276/ bl 229/ B3 170/ 33 1637 4 J2/ 156 1157 15 e e
. -2 - LE L] - - - . - -




Premium Calculation

= Regular Program Example

Flood Zone: AE

Occupancy: Non-Residential

# of Floors: 2

Basement/Enclosure: None

Elevation Difference: +4

Building Rate: 0.20/0.08 and Contents Rate: 0.22/0.12
Building Coverage: $500,0000

Contents Coverage: $500,000

Deductible: $5000/55000

Deductible factor: 0.890

ICC Premium: $4

CRS Discount: 25%

Reserve Fund Assessment: (5% of Premium Subtotal)
Probation Surcharge: SO

Federal Policy Fee: S44



Premium Calculation

= Building: Basic Limit - $175,000 Additional Limit - $325000
= Contents: Basic Limit - $150,000 Additional Limit - $350000
" Premium Calculation

Building: (0.2*1750) + (0.08*3250) = $350 + $260 =5610
Contents: (0.22*1500) + (0.12*3500) = $330 + $S420 = $750
Apply Deductible Factor: (0.89*610) = $S543, (0.89*750) = $668
Premium Subtotal = $1,211 + $4 = 51,215

Apply CRS Discount (25%) = $911

RFA(5%) = S46

Premium = $911 + $46 + $44 = $1,001



Conclusion

= Decrease in Total Policies in Force since 2009
= Eliminate PRP, Grandfathering and Emergency Program

= Policyholders adjusting to price increases

= Reserve fund and debt forgiveness
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