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NFIP BY THE NUMBERS*

o A

22,525
Communities

5 Million $1.3 Trillion in
Policies Coverage

* As of May 2021




By the Numbers: NFIP Classes for Single-Family Homes*

Pre-FIRM Subsidized
Properties

» Total: 374,181
* 10.9% of NFIP SFH

» Average Annual Premium:
$2,489

Preferred Risk Policies Full Risk Properties

* Total: 1,708,427 * Total: 993,192
» 49.6% of NFIP SFH » 28.8% of NFIP SFH
* Average Annual Premium: $498 * Average Annual Premium: $936

High Risk Coastal Zones

Newly Mapped Properties Grandfathered Properties
Properties

. Total: 170,845 by Zone and Elevation

* 5% of NFIP SFH * Total: 165,431

 Average Annual Premium: $688 * 4.8% of NFIP SFH

» Average Annual Premium:
$1,082

» Total: 12,289
* 0.4% of NFIP SFH

» Average Annual Premium:
$5,470

*as of May 31, 2020
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E ; t ) Individuals will no longer pay more than their share
q Ul y 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.

] )
o\ FEMA Federal Emergency Management Agency 5

O\ &
s

624 D S% e . . .
For Offician Use Only (FOUO) %35 FEMA % Pre-Decisional - Agency Deliberative Process

D
INSURANCE PROGRAN



WATER DOES NOT STOP AT A FLOOD LINE
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LEGACY METHODOLOGY

National Flood Hazard Layer FIRMette @ FEMA  Legend
LEGACY METHODOLOGY i e T e =g

0.2% Annual Chance Flood Hazard, Areas
of 1% annual chance flood with average
depth less than one foot or with drainage
areas of less than one square mile zone x
Future Conditions 1% Annual

- Chance Flood Hazard zone x

rIl ‘Area with Reduced Flood Risk due to

OTHER AREAS OF Levee. See Notes. zone x

FLOOD HAZARD | "' Area with Flood Risk due to Leveezone 0

FEMA-SOURCED DATA

RATING VARIABLES

NoscrezN Area of Minimal Flood Hazard  zone x

e Effective LOMRs.

* Flood Insurance Rate Map Zone = e

Cross Sections with 1% Annual Chance.
— 175 water Surface Elevation
G~ — — Coastal Transect
~wanegip- Base Flood Elevation Line (BFE)
S Limit of Study
Jurisdiction Boundary
--— — Coastal Transect Baseline

OTHER |2 e Profile Baseline
FEATURES|_____ Hydrographic Feature

* Base Flood Elevation
* Foundation Type

e Structural Elevation (Special Flood Hazard Area Only)

Digital Data Available -

No Digital Data Available |
MAP PANELS| Unmapped
? The pin displayed on the map is an approximate

1% ANNUAL CHANCE OF FLOODING (FREQUENCY)

point selected by the user and does not represent
an authoritative property location.

This map complies with FEMA's standards for the use of
digital flood maps if it is not void as described below.
The basemap shown complies with FEMA's basemap
accuracy standards

\
The flood hazard information is derived directly from the
o GALVESTON/COUNT:} authoritative NFHL web services provided by FEMA. This map
19 Fi 485470 ‘was exported on 11/27/2020 at 10:14 AM and does not
reflect changes or amendments subsequent to this date and
’ time. The NFHL and effective information may change or
become superseded by new data over time.

FEES AND SURCHARGES

This mep image is void if the one or more of the following map
elements do not appear: basemap imagery, flood zone labels,
legeend, scale bar, map creation date, community identifiers,
— FIRM panel number, and FIRM effective date. Map images for
‘S4%4F'50"W 29°16"13"N - ot be for

regulstory purposes.
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NEW METHODOLOGY*

FEMA-SOURCED DATA

ADDITIONAL DATA SOURCES

e Federal government-source data, commercially available
third-party

BROADER RANGE OF FLOOD FREQUENCIES

COST TO REBUILD

RATING VARIABLES

e Distance to Flooding Source & Flood Type
* Building Occupancy

e Construction Type

e Foundation Type

e Ground Elevation

e First Floor Height

e Number of Floors

e Prior Claims

FEES AND SURCHARGES

*Additional variables are not shown here



Legacy Pricing Methodology New Pricing Methodology

Perils Perils
/ \
Takes into consideration

predominantly two perils:
Riverine or Coastal

Coastal
Erosion

/
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WHAT /S CHANGING




FEMA-SOURCED MAP

NEW PRICING METHODOLOGY*

DATA

* Flood Insurance Rate Maps ADDITIONAL DATA SOURCES

FEMA-SOURCED MAPPED DATA

BROADER RANGE OF FLOOD FREQUENCIES
COST TO REBUILD
RATING VARIABLES

FEES AND SURCHARGES

*Additional variables are not shown here
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ADDITIONAL DATA
SOURCES NEW PRICING METHODOLOGY*

FEMA-SOURCED MAPPED DATA

* Uses new risk considerations to better quantify ADDITIONAL DATA SOURCES
the real risk to a structure.

* Federal government-source data, commercially

ilable third-part
« To do this, FEMA has integrated additional avaiiable third-party

datasets into the rating structure. BROADER RANGE OF FLOOD FREQUENCIES

e This will be included in the new rating and will COST TO REBUILD

be automated.
RATING VARIABLES

FEES AND SURCHARGES

*Additional variables are not shown here



BROADER RANGE OF

FLOOD FREQU ENCI ES NEW PRICING METHODOLOGY*

Flooding sources other than what is listed on FEMA-SOURCED MAPPED DATA
the FIRM
ADDITIONAL DATA SOURCES
Examples:
» Catastrophe modeling BROADER RANGE OF FLOOD FREQUENCIES

* Urban Flooding COST TO REBUILD

RATING VARIABLES

FEES AND SURCHARGES

*Additional variables are not shown here



COST TO REBUILD NEW PRICING METHODOLOGY*

* The building replacement cost will be a new ADDITIONAL DATA SOURCES
rating element for all properties.
BROADER RANGE OF FLOOD FREQUENCIES

* The replacement cost will be determined using
a tool that is part of the rating engine. COST TO REBUILD
* The rating engine will determine the RATING VARIABLES

replacement cost based on the information FEES AND SURCHARGES
provided on the application.

* The replacement cost tool will not be used for
RCBAPs, but the RCV will be captured during
rating. The agent will be able to enter a figure
using the appropriate documentation.

*Additional variables are not shown here



RATING VARIABLES NEW PRICING METHODOLOGY*

FEMA-SOURCED MAPPED DATA
« Standardized rating tables will no longer be ADDITIONAL DATA SOURCES

used, rates will be calculated using an
algorithm. BROADER RANGE OF FLOOD FREQUENCIES

COST TO REBUILD
 The flood zone and Base Flood Elevation (BFE)
will no longer be used in rating. RATING VARIABLES

« Elevations will be considered for all properties. [B):jfjﬂ]"geotz;'ggf}'cr;g SetlES Sl e b iz

* Construction Type
* Foundation Type
* Ground Elevation
* First Floor Height
* Number of Floors
* Prior Claims

FEES AND SURCHARGES

*Additional variables are not shown here



RATING VARIABLES

¥ FEMA 200

DISTANCE TO FLOODING SOURCE &
TYPE OF FLOODING

* Legacy methodology versus the new pricing
methodology.

* Include Inland, Storm Surge, Tsunami,
Coastal Erosion, and Great Lakes - that are
likely to impact the structure.

* Both are determined automatically using
geospatial information (GIS) data.

* Based on the property location entered by the
agent.



RATING VARIABLES

BUILDING OCCUPANCY

* Single Family Dwelling

e Single Family Home

* Residential Mobile Home/Manufactured
Home

* Residential Unit

* Multi-Family Building
e 2-4 Family Building

* Other Residential

e Residential Condo Building Association Policy

@ rEva DA « Non-Residential
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RATING VARIABLES

CONSTRUCTION TYPE

FRAME:

e A type of construction in which the structural parts
are made of wood or metal and are dependent on
a wooden/metal frame for support.

MASONRY:
e Consists of building structures by laying individual
masonry units (brick, concrete block, and stone).

OTHER:

e Use other when the first floor above ground level is
constructed with materials other than wood frame
walls or masonry walls for the full-story.




RATING VARIABLES

FOUNDATION TYPES There will now be 6 simple foundation types.

AN AN
L] L]

<5 |

Slab on Grade
(Non-Elevated)
_ Crawlspace
Includes EC Diagram numbers Basement (Elevated, including non-elevated
1A, 1B, and 3 (Non-Elevated) sub-grade crawlspace)
Includes EC Diagram numbers Includes EC Diagram number 8
and 9

. 2A, 2B, and 4
& rFEMA 200

INSURANCE



RATING VARIABLES

FOUNDATION TYPES There will now be 6 simple foundation types.

AN AN
CYBEYY FLE T L]

Elevated without Enclosure on Elevated with Enclosure on Elevated with Enclosure
Post, Pile, or Pier Post, Pile, or Pier Not Post, Pile, or Pier
Includes EC Diagram number 5 Includes EC Diagram number 6 Includes EC Diagram number 7

TTTTTT



RATING VARIABLES

Under the New Pricing Methodology, FEMA converts a building’s address to latitude
& longitude and uses GIS to derive geospatial variables like:

Distance to nearest flooding sources
(e.g., river, coast, ocean, Great Lake)

@ Ground and surrounding elevation
0 Is it protected by a levee?
Q What kind of watershed is it in?

Q Is it located on a barrier island?
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RATING VARIABLES

FIRST FLOOR HEIGHT

Elevations will be used in determining rates
for all buildings.

The elevation of the first floor of the
structure will replace the elevation difference

in the legacy methodology.

There will be 3 ways to determine first floor
height for a property.



FIRST FLOOR HEIGHT EXAMPLES




FIRST FLOOR HEIGHT EXAMPLES

Method 3: Difference between the
reported Lowest Floor Elevation
and the Lowest Adjacent Grade.




DETERMINING ELEVATIONS:

Method 1.:
System
Generated

RATING VARIABLES

* This is part of the new pricing methodology
rating engine.

FEMA will determine a First Floor

Height value using informed assumptions,
application information, and various
datasets.




RATING VARIABLES

DETERMINING ELEVATIONS:  FEMA will determine a First Floor
Height value using informed assumptions,

application information, and various
datasets

Method 2: R —
FEMA
Assumptions

P
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DETERMINING ELEVATIONS:

Method 3:

Elevation
Certificate (EC)

(Optional)

RATING VARIABLES

Under the new pricing methodology, an EC
will no longer be required for rating.

ECs can be used to determine the structure’s
elevations, including the first-floor elevation
above ground level.

ECs may still be required for floodplain
management and Community Rating System
(CRS).




RATING VARIABLES

NUMBER OF FLOORS

Will no longer include:
 Basements
* Enclosures
* Crawlspaces.




RATING VARIABLES

NUMBER OF FLOORS

6™ FLOOR _ _ _
A unit’s floor will now be determined by the
5TH FLOOR actual floor on which it is located.

A™ FLOOR This is an important change for condominium

and apartment unit policies.
3RP FLOOR

2NP FLOOR

1STFLOOR

& rFEMA 2D
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Mame

PRIOR CLAIMS

FEMA will not include prior claims history in the
initial rate calculation

The prior claims variable will be applied
at renewal of the policy, after first loss under the
new pricing methodology

* Arolling 20-year period

* Severe Repetitive Loss (SRL)
surcharge included in their premium until they
have their first loss under the new pricing
methodology




RATING VARIABLES

k WHAT IS AN EXCLUDED LOSS?

DEFINITION:

* Increased Cost of Compliance claim
payments; or

{1 EXCI u d e d  Claims closed without payment.
Losses”




Each Claim Has a 20-year ‘Expiration Date’
for Use in Rating

*The prior claims surcharge factor kicks in when Claim #3 is filed

2007-2027: 20-year

Window for Claim #1 2027 Claim #1 rolls off
| |
2003 2024
Policy Sept. 1,2007 2011 New Prici 2051 odol Claim #3* Oct 1, 2027 (Renewal)
Purchased NFIP Claim #1 NFIP Claim #2 ew Pricing Methodology (Total No. of Claims: 3 (Total No. of Claims: 2
renase Effective Dato Prior Claims Factor= 3-1) Prior Claims Factor = 2-1)
® . [ ] . ® o

Note: The New Pricing Methodology forgives the first claim in
calculating a rate - a policy with 1 prior claim is treated the same as
a policy with O claims

33



FEMA is providing values for:

* Geographic variables (based on
provided address or lat/long)

* First Floor Height
 RCV (single-family occupancy only)
 NFIP claims history

nnnnnnnnnnnnnnnn

Policyholders/agents can provide
additional information for:

 Ground Elevation
* First Floor Height*

e RCV
* NFIP claims history

*Using Elevation Certificate



FEES AND

NEW PRICING METHODOLOGY*
FEMA-SOURCED MAPPED DATA

SURCHARGES

The following fees and surcharges will apply to ADDITIONAL DATA SOURCES

all policies. COST TO REBUILD
* Reserve Fund Assessment

* HFIAA Surcharge

* Federal Policy Fee BROADER RANGE OF FLOOD FREQUENCIES
* Probation Surcharge (if applicable)

RATING VARIABLES

FEES AND SURCHARGES

*Additional variables are not shown here




FEMA is communicating full-risk premiums:

The New Pricing Methodology
communicates every policy’s
full-risk premium

Building Premium

Contents Premium

Increased Cost of Compliance (ICC) Premium
Mitigation Discount

Community Rating System (CRS) Discount

$1,100
$490
$10
($100)
($300)

Full-Risk Premium

$1,200| <«

Statutory Discounts
Annual Increase Cap
Pre-FIRM Discount
Newly Mapped Discount
Other Statutory Discounts

($200)
($200)
$0
$0

Adjusted Premium

$800

Reserve Fund Assessment
Premium [HFIAA] Surcharge
Federal Policy Fee
Probation Surcharge

$144
$25
$47
$0

Total Annual Payment

$1,016

36
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STATUTORY DISCOUNTS

* |ncludes Pre-FIRM, Newly Mapped Program, and
Other (A99/AR)

* The policy will transition towards its true risk rate

* In general, a policyholder loses their discount if
they allow the policy to lapse more than 30 days.

1
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COMMUNITY RATING
SYSTEM DISCOUNTS

* The new pricing methodology will apply the CRS
discount uniformly in qualifying communities -
regardless of whether the structure is inside or
outside the Special Flood Hazard Area (SFHA).

 The discount will be a flat percentage based on the
CRS class, with no difference for flood zone.
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Community Rating
System (CRS
Discount

nDa
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Community Rating System (CRS) Discount

» Communities will continue to earn National Flood Insurance
Program rate discounts of 5% - 45% based on the Community
Rating System classification.

» The discount will be uniformly applied to all policies throughout
the participating community, regardless of whether the structure
IS in the Special Flood Hazard Area.

» Post-FIRM minus rated policies will be excluded from the CRS
discounts.

41



CRS Discount Example (Class 4
Community)

New Pricing Methodology
CRS Discount (%)

Structure 1 - Inside the SFHA
*  Current: Standard A Zone Policy 30% 30%
*  Built in Compliance: Yes

Structure 2 - Outside the SFHA
*  Current: Standard X Zone Policy
*  Builtin Compliance: Yes

30%
(Once policy is full-risk)

Structure 3 - Outside the SFHA 30%
*  Current: Preferred Risk Policy No Discount (Once policy is full-risk)
*  Builtin Compliance: N/A

Structure 4 - Inside the SFHA
*  Current: New Business
e Builtin Compliance: No

Structure 5 - Outside the SFHA
*  New Pricing Methodology: New Business N/A 30%
*  Builtin Compliance: N/A

No Discount




MACHINERY &
EQUIPMENT (M&E)

* The rating engine will apply a discount for
policyholders with M&E elevated above their first
floor.

* Agents will self-certify the position of the M&E by
answering a "Yes/No" question on the application.

* The list of eligible M&E will be listed in the Flood
Insurance Manual.




Elevation: M&E Above First Floor

Slab on Grade

(Non-Elevated)

One floor: Elevated at least to the
height of the attic

More than one floor: Elevated to the
height of the second floor or higher
(green arrow)

Includes EC Diagram numbers 1A, 1B, and 3

Basement

(Non-Elevated)

Elevated to the height of the floor
above the basement or higher
(green arrow)

Includes EC Diagram numbers 2A, 2B, and 4

Crawlspace (Elevated, including
Non-Elevated Sub-Grade
Crawlspace)*

Elevated to the height of the floor

above the crawlspace or higher
(green arrow)

Includes EC Diagram numbers 8 and 9

*May include Pre-FIRM or Non-SFHA

Elevated without Enclosure on Post,
Pile, or Pier

Elevated to the height of the lowest elevated
floor or higher (green arrow)

Includes EC Diagram number 5

Elevated with Enclosure on Post, Pile,
or Pier*

Located on the lowest elevated floor or
higher (green arrow)

Includes EC Diagram number 6

Elevated with Enclosure Not on Post,
Pile, or Pier (Solid Foundation Walls)*

Elevated to the height of the lowest
elevated floor or higher (green arrow)

Includes EC Diagram number 7

44



FLOOD VENTS

* The rating engine will apply a discount to the
policy for buildings in any flood zone with
proper openings in the enclosure.

 The flood insurance application will need to
reflect the proper information in order to
receive the discount.
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FLOODPROOFING

An alternative to elevating a building at
or above the Base Flood Elevation

Residential floodproofing is only an
option in approved communities

The insurer must submit proper
documentation

Must meet eligibility requirements

nnnnnnnnnnnnnnnn
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GRANDFATHERING

« Grandfathering is being eliminated since
BFEs and Flood Zones will no longer be used

» Existing grandfathered policies will be on a
18% glidepath to their full risk rate
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RETIRED POLICY TYPES/RATING METHODS

U.S. DEPARTMENT OF HOMELAND SECURITY
FEDERAL EMERGENCY MANAGEMENT AGENCY

National Flood Insurance Program

PREFERRED RISK POLICY
IMPORTANT—PLEASE PRINT OR TYPE; ENTER DATES AS MIj

FOR RENEWAL, BILL:
8 [ INSURED [] LOSS PAYEE
=1 [] FIRST MORTGAGEE [ OTHER (AS SPECIFIED IN
=" ] SECOND MORTGAGEE MORTGAGEE/OTHER" B

NAME AND MAILING ADDRESS OF AGENT/PRODUCER:

e
oz
38
ok
x=
O
£2
H
-4

AGENCYNO.. _ AGENT'S NO.:
PHONE NO.: FAXNO.:

Preferred Risk Policies
(PRPs)

a0a

~——]
——
N N
NATIONAL FLOOD
INSURANCE PROGRAM

Mortgage Portfolio
Protection Program
(MPPP)

National Flood Insurance Program

Specific Rating Guidelines

April 2019

,,,,,

Submit-for-Rates (SFRs)




WHAT IS NOT
CHANGING
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The Mandatory Purchase
requirement

WHAT IS NO7T CHANGING « Still required for properties in

Special Flood Hazard Areas
(SFHAS).

* Flood Insurance Rate Map




Floodplain Management
e Community compliance

* Flood Insurance Rate Maps

WHAT IS NOT CHANGING

e LOMAs and LOMRs




Statutory caps on annual
individual rate increases

 Most premium rates may not

WHAT IS N_OTCHANG'NG increase by more than 18% per

year.




Building/Contents Limits and
Increased Cost of Compliance
(ICC)

WHAT IS N_OTCHANG'NG « Maximum coverage limits

* ICC coverage




Underwriting Forms

* The application, general
change endorsement, and

WHAT IS NOT CHANGING cancellation forms will still be

used the same way

The forms have been updated
for Risk Rating 2.0

Policy forms: Dwelling, General
Property, RCBAP are not
changing.




Assignment of a policy to a new
building owner

* Policies can still be assigned to

WHAT IS NOTCHANGING a new building owner.

This is important under Risk
Rating 2.0 specifically,
because it allows the glidepath
to transfer to the new building
owner.
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_APRIL__

Equity in Action
for Renewals

PHASE 2

2022

Existing policies will be subject to
the new pricing methodology




TRANSITION OF
CURRENT POLICIES

e OQOctober 1, 2021 - March 31, 2022

* Existing policyholders will be able to renew under the
new pricing methodology if beneficial



TRANSITION OF
CURRENT POLICIES

* With the implementation of the new pricing
methodology, any premium decreases will go into
effect at renewal.

* At renewal, PRP and Newly Mapped policyholders will
be able to:

o Change their coverage amounts
o Increase their deductible

* Lapse in Coverage after 30 days



Risk Rating 2.0 - National Rate Analysis

Under the current rating methodology, every year at renewal, policyholders on average see premium
increases of $8 per month.

On Average, $86 Per Month On Average, $0-$10 Per Month On Average, $10-$20 Per Month
Immediate Decreases Increases Increases

1% 4%

On Average, Greater than $20
- 23% of current policyholders will see immediate premium decreases Per Month Increases

- An additional 66% of current policyholders will see, on average, $0 - $10 per month increases

- 7% of current policyholders under Risk Rating 2.0 will see, on average, $10 - $20 per month increases

- And 4% of current policyholders under Risk Rating 2.0 will see, on average a $20 or more per month increase

ART,
Dl

@ FEMA Federal Emergency Management Agency

&
3
LD SiC

&
»

o
Ty a0

A


https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating/profiles

E= An official website of the United States g Here's how you know v Espafiol  fAAFRIL  Tidng Viet @ ~

Q prepare for Disasters  Apply for Assi Get Flood
NEY P pply for Assistance  Get Flood Insurance
R I R E & FEMA
Disasters & Assistance - Grants - Floods & Maps - Emergency Management - About ~ Work With Us ~

Risk Rating 2.0: Equity in Action @ WorkWith the National

Flood Insurance Program

FEMA is updating the National Flood Insurance Program's (NFIP) risk rating methodology Risk Rating 2.0
through the implementation of a new pricing methodology called Risk Rating 2.0. The
- - - - - L] R . . State Profiles
) R IS k Ratl n 2 O- Eq u Ity I n ACtIO n We bslte methodology leverages industry best practices and cutting-edge technology to enable FEMA
[ ] [ ] to deliver rates th?t are actuarily sound, equitable, easier to understand and better reflect a e ETEES
property’s flood risk.

O RiSk Rating 2.0 Manuals and Handbooks

Read the press release: FEMA Updates Its Flood Insurance Rating Terminology Index
Methodology to Deliver More Equitable Pricing

Community Status Book

The Watermark Report- NFIP

H FEMA is conscious of the far-reaching ecenomic impacts COVID-19 has had on the natien Fi +al Stat N
° u etl n and existing policyholders and is taking a phased approach te rolling out the new rates. {nanciat Statements
Actuarial Rate Review
W-21003 - New Pricing Methodology

* Equity in Action Fact Sheet
o Equity In Action

4’\.\0“ Ug
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https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating
https://nfipservices.floodsmart.gov/sites/default/files/w-21003.pdf
https://www.fema.gov/sites/default/files/documents/fema_rr-2.0-equity-action_0.pdf

QUESTIONS AND ANSWERS




THANK YOU!

To stay up to date with Risk Rating 2.0: Equity in
Action, and for the latest details, please visit:

Risk Rating 2.0: Equity in Action Website

Please send questions to:
FEMA-RR2.0-Support@fema.dhs.gov

NATIONAL FLOOD
INSURANCE PROGRAM



https://www.fema.gov/flood-insurance/work-with-nfip/risk-rating
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