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Problem 1: Current NFIP rates developed 50 
years ago



Problem 2: Neighbors paying very different 
rates

 Hypothetical, identical houses*
• Risk 1 near a creek
• Risk 2 across the street from Risk 1
• Risk 3 far away from the creek

 Current NFIP premiums:
• Risk 1: $6,042
• Risk 2: $400
• Risk 3: $400

Source: Milliman

Risk 1 $6,042

Risk 2 $400



Problem 3: Many paying more than their share 
of the risk 

 Homes in same zones are subject to same rates across states
 AE zones in coastal Tampa and Columbus, OH
 Identical houses at these locations

• One-story, frame house worth $250k
• First floor 1 foot above base flood elevation
• No basement, built 1990

Source: Milliman
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Flooding in America
• America’s #1 Natural Disaster
• Every state
• Just one inch of water can cost $25,000 in 

damage
• Most Homeowner’s Insurance doesn’t cover 

flood
• Many flood disasters aren’t Presidentially 

declared disasters
• Most people don’t have flood insurance

Federal Emergency Management Agency 12



The National Flood Insurance Program

13

• Created by Congress in 1968 to reduce 
the toll of flooding disasters in the U.S.

• Is a voluntary federal program enabling 
property owners in participating 
communities to buy flood insurance

• In exchange, communities must adopt 
floodplain management regulations 
that meet NFIP minimum requirements.

Presenter
Presentation Notes
The National Flood Insurance Program (NFIP) is a Federal program enabling property owners in participating communities to purchase insurance protection against losses from flooding. The NFIP was created by Congress in 1968 as a way of reducing the financial and human toll of disasters on the Nation. This insurance is designed to provide an insurance alternative to disaster assistance to meet the escalating costs of repairing flood damage to buildings and their contents. Participation in the NFIP is based on an agreement between local communities and the Federal Government. The agreement states: • The community will adopt and enforce a floodplain management ordinance to reduce future flood risks to new construction in Special Flood Hazard Areas. • The Federal Government will make flood insurance available within the community as a financial protection against flood losses. A community must be participating in the NFIP in order for its residents to purchase flood insurance through the NFIP.  Individuals who do not have flood insurance are still eligible for disaster-related (HMGP) funding, if needed. Continued assistance is reduced for future disasters. FEMA administers the NFIP through its 10 Regional Offices and its Federal Insurance and Mitigation Administration at FEMA Headquarters in Washington, DC. FEMA staff provide extensive technical assistance and training through workshops, visits, and other contacts with community officials. In addition, FEMA staff offer technical assistance to property owners, builders and contractors, architects and engineers, surveyors, and other NFIP constituents on NFIP requirements and mitigation measures. For questions relating to the National Flood Insurance Program, refer to their Web site: http://www.floodsmart.gov/ 



5.0 million policies (95% residential and 5% non-

residential) with $1.3 trillion of coverage in 

22,490 participating NFIP communities

35,073 validated claims and $1.48 billion 
validated payments on losses occurring in 2019

NFIP By the Numbers…

Data as of June 29, 2020

Presenter
Presentation Notes
Here are some numbers about the NFIP5 million policyholders$1.3 trillion in property insured against floodNearly 23,000 communities participate in the NFIP35,000 claims in 2019Paying out nearly $1.5 billion



Risk Rating 2.0: Equity in Action 



Equity in Action – Phased Approach

April 1, 2022

Existing single-family 
home policies

Existing multi-unit home 
policies

Existing commercial 
property policies

Oct. 1, 2021*

New single-family 
home policies

New multi-unit 
home policies

New commercial 
property policies

Existing 
Policies

New 
Policies

*Also beginning Oct. 1, 2021, existing policyholders eligible for 
renewal will be able to take advantage of immediate decreases 
in their premiums.



Why Risk Rating 2.0: Equity in Action 

Individuals will no longer pay more than their share 
in flood insurance premiums based on the value of 
their homes. 

Roughly 2/3 of policyholders with older pre-FIRM 
homes will see a premium decrease. 

Equity:



Risk Rating 2.0 Methodology*

Rating Variables
• Distance to Coast/Ocean/River
• River Class
• Flood type — Fluvial/Pluvial
• Ground Elevation 
• First Floor Height
• Construction Type/Foundation Type

FEMA-sourced data

Broader Range of Flood Frequencies

Cost to Rebuild

Fees and Surcharges 

Additional data sources: Federal government-
sourced data, commercially available third-party

Current Rating Methodology

Rating Variables
• Flood Insurance Rate Map Zone
• Base Flood Elevation
• Foundation Type
• Structural Elevation (Special Flood Hazard 

Area Only)

FEMA-sourced data

1% Annual Chance of Flooding (Frequency)

Fees and Surcharges 

*Additional variables are not shown here

Equity in Action premiums will more accurately reflect a property’s 
unique flood risk by considering a broader range of variables.



Equity in Action Resource Investments

TIME: Research, design, analysis, development, and testing translates to 5+ years of work and thousands of hours.

PEOPLE: The cross-functional team of 20+ NFIP program experts, including 8+ full-time actuaries, collaborated with a 
diverse network of experts from a wide range of disciplines:

• Academics 
• Actuaries
• Building scientists

• Engineers
• Insurance industry experts
• Mappers

• Underwriters
• Mitigation experts

TECHNOLOGY: Cutting-edge technology and best available data used to make a modern-day program:
Private Sector 

Catastrophe Models
Government Models, Available Data, and 

Collaborations
Private Sector 

Rate Setting Methods

Source:  FEMA



What is Not Changing
• Statutory rate caps on annual premium increases
• Availability of premium discounts
• Transfers of policy discounts to new homeowners
• Use of Flood Insurance Rate Maps (FIRMs) for mandatory purchase 

and Floodplain Management
• Availability of premium discounts for Community Rating System (CRS) 

participation



Presenter
Presentation Notes
At their next renewal, 82% of single-family homeowners will see monthly decreases, or increases of $5 or less, with Risk Rating 2.0 compared to the current rating system. At their next renewal, 94% of single-family homeowners will see monthly decreases, or increases of $10 or less, with Risk Rating 2.0 compared to the current rating system.Under the current rating system, policyholders do not receive premium decreases.





What can policyholders with steep flood insurance costs today expect 
under Risk Rating 2.0?

*Amounts shown include premium, fees, assessments, and surcharges

Methodology Single-Family Home 
Maximum Policy Cost*

Legacy Rating 
Methodology $45,925

Risk Rating 2.0 $12,125

Policyholders paying the most under the legacy methodology will see dramatic 
decreases when they transition to Risk Rating 2.0.
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Source: FEMA



Average Pre-Firm NFIP Rate for NJ is $3000 – Source: FEMA





A Few Early Examples: 
$200,000 Cincinnati OH- AE Zone, 956 sq ft Frame not on water, 
Pre-FIRM one story (Built 7/1/1900)

• Current NFIP pre-FIRM rate

Never stops increasing up 
to 18%+/yr

$5,958/yr - Current NFIP 
$200K with 100K contents 

• Rate 2.0 

• No automatic annual increases

• $1,547/yr – NFIP with no 
contents ($4,411/yr savings = 
@$368/mo less) 



A Few Early examples 
$1.5M Treasure Island, FL Slab Home AE zone & 100ft from VE 
Pre-Firm not elevated (Built 1967) 

• Current NFIP rate (before 10/1/21)

Never stops 
increasing 18%+/yr

$2,488 - Current NFIP 
with no contents 

• Rate 2.0 – April 1 2022

• No automatic increases
• Buyers can now plan for future

• $7,669 – NFIP with no contents
• Factors cost to rebuild, etc.
• Cost is not even 1% = 0.76%



Pause – Breathe – Get the Facts!

TRANSITIONS TYPICALLY MESSY AND NOISY!





What Realtors® Need  To Know 
• Prepare your clients that change is coming  

• Utilize NAR resources provided - Handout NAR FEMA flyer to clients

• Be their calm professional…Pause – Breathe – Get the facts

• Ask - Does the seller have a flood policy? If Seller has an existing NFIP policy, 
Buyer has option to assume/transfer it.

• Encourage Buyer’s to start early in the process and work with experienced, 
knowledgeable flood insurance agents to understand process and all their 
options.  

• Don’t assume - remember your license and training





Equity in Action – Learn More
Explore more about Risk Rating 2.0 – Equity in Action by visiting www.fema.gov/nfiptransformation.

Available Products and Resources

• Equity in Action Fact 
Sheet

• Video: Defining a 
Property’s Unique Flood 
Risk

• National Rate Analysis

• State Profiles 

• ZIP Code-Level Data

• County-Level Data

• Methodology Data Source

• Premium Calculation 
Worksheet Examples

• Appendix D Rating 
Factors

http://www.fema.gov/nfiptransformation
https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating/
https://youtu.be/oi2g-0GfgMk
https://www.fema.gov/sites/default/files/documents/fema_risk-rating-2.0-national-rate-analysis.pdf
https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating/profiles
https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating/profiles
https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating/profiles
https://www.fema.gov/sites/default/files/documents/fema_risk-rating-2.0-methodology-data-sources_3-2021.pdf
https://www.fema.gov/sites/default/files/documents/fema_pcw-rating-examples.xlsx
https://www.fema.gov/sites/default/files/documents/fema_appendix-d-rating-factor-tables.xlsx


Additional NAR Resources for You 
NAR Member Information Packet https://www.nar.realtor/national-flood-insurance-program/fema-risk-
rating-2-0-equity-in-action

FEMA-NAR Flyer for Homeowners https://www.nar.realtor/national-flood-insurance-program/major-
improvements-coming-to-the-national-flood-insurance-program

NAR Frequently Asked Questions (FAQs) https://www.nar.realtor/national-flood-insurance-program/faq-
fema-risk-rating-2-0-townhall

NAR Member Legal Guidance https://www.nar.realtor/flood-insurance#section-166024

NAR-FEMA Toolkit: Disaster Preparedness https://www.nar.realtor/national-flood-insurance-program/fema-
nar-toolkit-flood-preparedness-resources

Video: NAR-FEMA Townhall https://www.nar.realtor/videos/nar-town-hall-featuring-fema-senior-executive-
david-maurstad

Video: Flood Insurance & Disclosures: What You Need to Know Now https://www.nar.realtor/window-to-
the-law/flood-insurance-and-disclosures

https://www.nar.realtor/national-flood-insurance-program/fema-risk-rating-2-0-equity-in-action
https://www.nar.realtor/national-flood-insurance-program/major-improvements-coming-to-the-national-flood-insurance-program
https://www.nar.realtor/national-flood-insurance-program/faq-fema-risk-rating-2-0-townhall
https://www.nar.realtor/flood-insurance#section-166024
https://www.nar.realtor/national-flood-insurance-program/fema-nar-toolkit-flood-preparedness-resources
https://www.nar.realtor/videos/nar-town-hall-featuring-fema-senior-executive-david-maurstad
https://www.nar.realtor/window-to-the-law/flood-insurance-and-disclosures


Additional Contacts for You 

Austin Perez
Senior Policy Representative – Insurance
National Association of REALTOR
APerez@nar.realtor

Or you can email FEMA directly at FEMA-NFIP-
INSURANCETRANSFORMATION@fema.dhs.gov

mailto:FEMA-NFIP-INSURANCETRANSFORMATION@fema.dhs.gov
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