
               
 

March 15, 2017 

 

The Honorable Mike Crapo   The Honorable Sherrod Brown 

Chairman     Ranking Member 

Senate Banking Committee   Senate Banking Committee 

Washington, DC 20510   Washington, DC 20510 

 

The Honorable Jeb Hensarling  The Honorable Maxine Waters 

Chairman     Ranking Member 

House Financial Services Committee  House Financial Services Committee 

Washington, DC 20515   Washington, DC 20515 

 

Dear Senators and Representatives: 

 

As your committees work to reauthorize the National Flood Insurance Program (NFIP), NAMIC 

would like to share its views on the necessary steps to properly reform the program.  The NFIP 

remains an important program because flood risk remains very difficult to insure as its 

unconventional nature defies the conditions private markets typically require for operation.  

However, in its current form it remains on a fiscally unsustainable path. There are four 

fundamental areas that must be addressed to truly fix the critical problems plaguing the NFIP.  

 

NAMIC shares the goal of a program that ensures affordable flood insurance coverage is 

available, without the need for taxpayer-funded bailouts following major storms. Achieving this 

will require a move toward actuarially sound rates that reflect the risk of flooding for a given 

property, along with a mechanism to address affordability for those in need of assistance. 

Further, Congress should take steps to foster private-sector participation in the flood insurance 

market and make a serious investment in mitigation efforts to address repetitive loss properties 

and reduce the long-term losses to the program.  

 

Actuarially Sound Rates  

 

Inadequate rates that do not reflect the actual costs of living in a high-risk flood zone is the 

source of many of the NFIP’s problems.  Inadequate rates fail to reflect the true cost of providing 

coverage and the actual risks of living in a high-risk flood zone.  This has the effect of 

encouraging poor land use and development in high-risk areas, thereby increasing the total 

potential losses that will be incurred in the event of a flood.  During the almost 50 years that the 

NFIP has been in place, there has been a large population increase in flood-prone coastal states, 

which now account for a very large portion of the NFIP portfolio. 

 

The NFIP must begin charging risk-based rates if it is to have any chance of being a solvent 

program.  Moreover, the implementation of risk-based NFIP rates is a prerequisite for private 

insurers to be able to offer private-sector flood policies.  

 

 

 



 

Increase Private-Sector Involvement 

 

The largest impediment to increasing private-sector involvement is without a doubt the 

subsidized rates of the NFIP. Since private-sector insurance companies must charge risk-based 

rates to remain viable, they cannot compete with the subsidized rates of the NFIP. In fact, one of 

the many challenges to encouraging homeowners to take steps to mitigate flood losses is that 

hidden NFIP subsidies have led them to believe their risk of flooding is far less than it is. For any 

effort to increase private-sector participation in the flood insurance marketplace to be successful, 

it must address the fact that, unless the subsidy issue is addressed, companies will be asked to 

sell a similar product at, in many cases, a much higher price.   

 

While subsidized rates are the greatest impediment to the private sector, there are several other 

issues also stifling the private-sector flood insurance market. Private insurers are prohibited from 

accessing FEMA’s historical loss data that is essential for any insurer to begin to assess flood 

insurance risk. Additionally, private insurers participating in FEMA’s Write Your Own program 

are prohibited from writing flood insurance policies outside the program. This restriction 

prevents the companies with the most experience in the flood insurance market, and those most 

likely to increase their involvement, from operating in the private flood insurance market. 

 

Additionally, clarification is needed to ensure that mortgage lenders will accept private flood 

polices to meet mandatory purchase requirement guidelines of the NFIP. While the Biggert-

Waters Flood Insurance Reform Act of 2012 mandated lending institutions to accept private-

sector flood insurance, lending institutions still maintained they could not determine what an 

acceptable private-sector policy was. Any NFIP reauthorization must address these issues to 

increase private-sector involvement in the flood insurance market.  

 

Address Affordability 

 

Affordability is a critical part of flood insurance reform. While NAMIC believes the program 

must move toward actuarial rates, such a move could create affordability issues for some 

homeowners. To reduce potential issues, NAMIC believes rate increases should be phased-in 

over a number of years to prevent an instant and undue hardship for homeowners currently 

paying subsidized rates. NAMIC recognizes that there will be some who will need assistance 

because even rate increases phased-in over time could prove too costly, and NAMIC supports 

establishing a targeted, need-based program to assist homeowners of modest means facing 

affordability issues. However, any subsidies that the government believes are necessary must be 

fully transparent.  Subsidies cannot continue to be hidden within the insurance mechanism, and 

homeowners should be fully aware of the real risks of where they live. 

 

Increased Mitigation Efforts 

 

Mitigation efforts are very important to improving the solvency of the NFIP. Mitigation activities 

would protect homeowners’ property and possessions, as well as reduce the costs of claims 

associated with the NFIP. Mitigation measures, such as elevating structures, have been proven to 

protect properties from damage caused by flooding, and they have the potential to save $4 in 

recovery costs for every $1 of investment.  However, the upfront costs of such measures may be 

beyond the means of some homeowners, and Congress should consider creating a program that 

would make mitigation grants and loans available to property owners for whom investing in 

mitigation would be truly unaffordable.  

 



Additionally, any reform legislation should address the issue of repetitive loss properties. 

NAMIC believes an increase to FEMA’s repetitive loss buyout authority would help end the 

cycle of rebuilding and repairing properties that continuously suffer severe flood damage. In 

some cases, the most efficient way of dealing with these properties is to simply buy out the 

homeowner, allowing them to relocate to a safer area.  

 

Conclusion 

 

NFIP reauthorization is extremely important to homeowners, businesses, and many sectors of our 

economy, but reauthorization without meaningful reforms will continue to lead the NFIP down 

the road of taxpayer-funded bailouts. As your committees work to reform and reauthorize the 

program, NAMIC strongly encourages you to include these measures in any legislation to end 

the cycle of loss and rebuilding that has left many Americans still vulnerable to flooding, costing 

the taxpayers billions of dollars. If my staff or I can be of assistance, please don’t hesitate to 

contact me.  

 

Respectfully,  

 

 
 

Jimi Grande 

Senior Vice President – Government Affairs 

 


