
Biggert Watters Flood Insurance 
Reform Act of 2012 

What have we gotten ourselves into? 



 
  

Why was the Biggert-Waters Reform Act of 2012 passed?  

 
 

•  Over the years, the costs and consequences 
of flooding have continued to increase. For 
the NFIP to remain sustainable, its premium 
structure must reflect the true risks and costs 
of flooding. This is a primary driver for many 
of the changes required under the law.  



What flood damage looks like 



After the fact 



What caused all this? 

• On September 9, 1965, Hurricane Betsy, a Category 3 hurricane, hit 
the Louisiana coast, causing 

• Lake Pontchartrain to overflow its banks and resulting in 
widespread flooding. Betsy was the first 

• natural disaster to generate more than $1 billion in damages. At the 
time, there was little flood 

• insurance because private insurers were unwilling to offer 
protection to offset flood losses. In 

• response, Congress created the NFIP in 1968 as a quid pro quo 
program that would regulate the 

• nation’s floodplains with land-use controls and building 
requirements that communities located in 

• SFHA must adopt and enforce for property owners to be eligible for 
insurance under the program. 



History 

• Temporary reauthorizations… remember them 

– Closings held up for unavailability of NFIP 
insurance 

– Instability in the market 

– During an already difficult time 

 



History continued 

• Throughout the history of the NFIP there have 
been only rare occasions where the premium 
dollars collected have not been enough to pay 
claims presented. 

• Only nine years did this happen.  Two of them 
were back to back and one of them was 
catastrophic. 

 



The Big One  

• What was her name? 

• Caused the NFIP to borrow 

– About $20,000,000,000 which they have never 
repaid.   

 

– They can’t   

– Table of policies/premiums and losses 

 



The Big One  

• What was her name?    KATRINA 

• Caused the NFIP to borrow 

– About $20,000,000,000 which they have never 
repaid.   

 

– They can’t   

– Table of policies/premiums and losses 

 







Summary of information on the NFIP 

– Approximately 5.6 million policies in force 
– Average premium is approximately $622.00 
– Total of premium dollars collected in 2011 
– $3,477,338,993 from 5,585,797 policies 
– Borrowing to pay claims from Super Storm Sandy has 

put the NFIP in excess of $24,000,000,000 in Debt to 
the US tax payers.  BW 12 forces the NFIP to come up 
with a plan of repayment. 

–  More than two months after Superstorm Sandy 
struck, the House approved $9.7 billion to pay flood 
insurance claims for the many home and business 
owners flooded out by the storm. (Jan 4,2013) 
 
 







Pre-FIRM 

• Pre-FIRM structures were built before  

– 9/30/1977   Topsail Beach 

– 5/2/1977     Surf City 

– 4/2/1987     North Topsail Beach 

– 7/2/1987     Onslow County 

– 2/15/1985   Pender County 



October 2013 Rate changes 

• Standard annual rate increases are as follows effective October 1, 2013: 
• 5%  Reserve Fund Assessment on all policies except PRP and GFIP policies 

      Assessment is levied on the total premium excluding the federal policy fee. 
 

• Post-FIRM V Zones: Premiums will increase                        11%. 
• Pre-FIRM V Zones: Premiums will increase                          17%.   
                        In addition to the 25% increase  imposed by BW12 to       
  remove the subsidy. 

 
• Post-FIRM A1-A30 and AE Zones: Premiums will increase  6%. 
• Pre-FIRM A Zones: Premiums will increase                          16%   
                         In addition to the 25% increase imposed by BW 12 to                
remove the subsidy. 

 
• X Zones - Standard-Rated Policy: Premiums will increase 8%. 

 



These Pre-FIRM structures are not 
rated with an elevation certificate 

• Not same as Grandfathered rates 

• Their rates are considered  

– Subsidized 

– Not actuarially sound 

– These homes will experience rate increases of 25% 
each year until they achieve actuarially sound 
rates 

– What can be done to stop this? 



What properties are affected? 

• All Pre-FIRM structures will see 25% increases annually effective October 1, 2013 
until full risk rates are achieved which are: 

•                              Business properties 
•                              Non-Primary residence homeowners 
•                              Severe Repetitive Loss Properties 
•                              Any structure which has received payments for flood claims 

accumulating to its fair market value 
 
 

•                    All Pre-FIRM properties which are included in the list below will see full 
risk rates effective immediately  

•                              All Pre-FIRM properties sold or transferred after July 6, 2012 
•                              All Pre-FIRM properties which have had a lapse in their flood 

policies after the current term 
•                              All Pre-FIRM properties which were not insured as of the effective 

date of July 6, 2012 under an NFIP flood policy 
 



Pre-FIRM fixes 

• Get an elevation certificate to determine your 
actuarial sound rate 

• Raise the house above BFE in the current zone 

• Demolish and rebuild 

• OR pay REALLY high flood insurance premiums 



Summation and questions 

• Pre-FIRM A flood zone secondary homes will 
see an overall increase of 41%  

• Pre-FIRM V zone homes will see an overall 
increase of 42% 

• These increases are already posted for 2013 



What about Grandfathering? 

• SEC. 100207. PREMIUM ADJUSTMENT. 
• Section 1308 of the National Flood Insurance Act of 1968 (42 
• U.S.C. 4015), as amended by section 100205, is further amended 
• by adding at the end the following: 
• ‘‘(h) PREMIUM ADJUSTMENT TO REFLECT CURRENT RISK OF 
• FLOOD.—Notwithstanding subsection (f), upon the effective date 
• of any revised or updated flood insurance rate map under this 
• Act, the Flood Disaster Protection Act of 1973, or the Biggert- 
• Waters Flood Insurance Reform Act of 2012, any property located 
• in an area that is participating in the national flood insurance 
• program shall have the risk premium rate charged for flood insurance 
• on such property adjusted to accurately reflect the current 
• risk of flood to such property, subject to any other provision of 
• this Act 







Section 100207 continued 

• Any increase in the risk premium rate charged for flood 
• insurance on any property that is covered by a flood insurance 
• policy on the effective date of such an update that is a result 
• of such updating shall be phased in over a 5-year period, at the 

• rate of 20 percent for each year following such effective date. 
           In the case of any area that was not previously designated as an 

• area having special flood hazards and that, pursuant to any 
• issuance, revision, updating, or other change in a flood insurance 
• map, becomes designated as such an area, the chargeable risk 
• premium rate for flood insurance under this title that is purchased 
• on or after the date of enactment of this subsection with respect 
• to any property that is located within such area shall be phased 
• in over a 5-year period, at the rate of 20 percent for each year 
• following the effective date of such issuance, revision, updating, 
• or change.’’ 

 



Grandpa may already be dead! 

• Section 207 eliminates the savings from 
grandfathering structures based on any 
current grandfathering format.   

• Unless a new bill is approved which reverses 
this fact is passed and signed into law, this is 
already fact.   

• The NFIP has not decided upon how/when 
this law will take affect.  SFI Group, Inc. will 
update you as information becomes available. 



When will NFIP Grandfathering be 
eliminated?  

• Currently, the NFIP Grandfather procedure provides 
eligible property owners the option of using risk data from 
previous Flood Insurance Rate Maps (FIRMs) 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 and 
BFE reflected on a previous FIRM. A provision of BW-12, 
however, requires FEMA to use revised flood risk data 
(zone and BFE) after a map revision. The legislation 
provides a 5-year mechanism to phase-in the new rates. 
This provision impacts the NFIP Grandfather procedure 
and will be implemented in the latter half of 2014. Many 
of the precise details of this implementation are still 
under development.  



How does this affect us? 
A changing to VE 

• Flood premiums will increase by 20% of the 
difference each year until full actuarial rates 
are reached. 

• Original premium was $365.00 

• New premium is $4324.00 

• Renewal premium after map adoption will be 
$1157 then $1949, then $2741, then $3533, 
then $4324 assuming no rate increases each 
year. 

 



Not too bad 

• Let’s get UNGRANDFATHERED from an X zone 
into a current AE zone 

• Slab on grade construction 

• Negative 6 elevation 

• Prior flood premium $376.00 

• Actuarial rated policy premium $15,201 

• Difference is… you can’t afford it! 



What happens to Condos? 

• One local condo complex will eventually see 
an increase in flood premiums from 
approximately $13,800 per year to about 
$83,000 as a result of this removal of 
grandfathering.   

 







Mississippi Coast 



Superstorm Sandy 



Is there any option for people who are now in a flood zone, did not have 
substantial damage, but now the BFE is 10 feet higher than previously and 

face dramatic rate increases?  
• FEMA’s Hazard Mitigation Assistance (HMA) 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:  

• • 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.  

• • Flood Mitigation Assistance (FMA) - The Flood Mitigation Assistance program provides funds on an annual basis 
so that measures can be taken to reduce or eliminate risk of flood damage to buildings insured under the NFIP.  

• • Pre-Disaster Mitigation Program (PDM) - The Pre-Disaster Mitigation Program provides nationally competitive 
grants for hazard mitigation plans and projects before a disaster event. States can receive PDM funds regardless of 
whether or not there has been a disaster declared in that state.  
 

• FEMA encourages property and business owners interested in implementing mitigation activities to contact their 
local community planning, emergency management, or State Hazard Mitigation Officer for more information. 
Individuals and businesses may not apply directly to the State or FEMA, but eligible local governments may apply 
on behalf of a private entity. Your community will be working with the State to develop applications for HMA 
funding and implement the approved mitigation projects. Information about the HMA programs can be found at 
http://www.fema.gov/hazard-mitigation-assistance.   



From FEMA webpage 

• North Carolina 

• Chris Crew 
State Hazard Mitigation Officer 
Hazard Mitigation Branch Chief 
North Carolina Department of Public Safety 
4238 Mail Service Center 
Raleigh, NC 27699 
Phone: (919) 825-2305 
Email: john.crew@ncem.org 

 

mailto:john.crew@ncem.org


In Summation 

• Change is a coming.   

• Don’t represent anything about future flood 
premiums as they relate to a structure. 

• Don’t get caught in that trap. 

• Have them call  

 


