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Action First

The April 2014 Preferred Client Newsletter will provide an update on legislation to amend the Biggert-Waters
Flood Insurance Reform Act (“Biggert-Waters”) which raised flood insurance premiums for Single Family
Homes (“SFHs”) that do not conform to current FEMA flood insurance standards. The U.S. Senate passed a
bill but the U. S. House leadership summarily dismissed it.
The U.S. House of Representatives passed H.R. 3370, "The Homeowner Flood Insurance Affordability Act,"
on March 4, 2014 (“Bill”). The Bill is expected to go straight to the Senate (not to "Conference" with the
flood bill the Senate passed previously). If the Bill passes the Senate without amendment, it will then go
to President Obama for his signature. The Bill:

• Reinstates Grandfathering - Section 207 is repealed which reinstates grandfathering. All post-Flood
Insurance Rate Map (“FIRM”) properties built to code at the time of construction will have protection
from rate spikes due to new mapping, e.g., if you built to +2 Base Flood Elevation (“BFE”), you stay
at +2, regardless of new maps. And the grandfathering stays with the property, not the policy.

• Caps Annual Rate Increases at 15% - The Bill decreases FEMA's authority to raise premiums by
preventing an increase within a single property class beyond 15% annually, with an individual 18%
cap. Pre Biggert-Waters, the class average cap was 10%. Currently (Post Biggert-Waters), the class
average cap is 20%. The Bill also requires a 5% minimum annual increase on pre-FIRM primary
residence policies that are not at full risk.

• Refunds Policyholders who purchased pre-FIRM homes after Biggert-Waters (7/6/12) and
were subsequently charged higher rates

• Permanently Removes the Sales Trigger - The policy sales trigger is removed, allowing new
purchasers to take advantage of the phase-in. The new purchaser is treated the same as the current
property owner.

• Allows for Annual Surcharges - Annual $25 surcharges for primary residences and $250 surcharges
for second homes and businesses are allowed until subsidized policies reach full risk rates.

• Funds the Affordability Study and Mandates Completion - This legislation funds the affordability
study required by Biggert-Waters and mandates its completion in two years.

• Includes the Home Improvement Threshold - The "substantial improvement threshold"
(i.e. renovations and remodeling) is returned to the historic 50% of a structure's fair market value
level (reduced to 30% under Biggert-Waters).

• Additional provisions - Preserving the basement exception, allowing monthly installment payments
and reimbursing policy holders for successful map appeals are among other provisions.

I believe this bipartisan Bill, or a strikingly similar bill, will be approved by the Senate and House, which
President Obama must sign. SFHs below the BFE will still be enormously expensive to insure and will
materially adversely impact values.
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How am I doing?

Being of service to valued clients like you is

very important to me. That’s why I send

you these updates and stay in touch in

other ways.

So how am I doing? If there’s more I can do

to help maximize the enjoyment of your

home, please let me know!

All the best!


