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The June 2015 Preferred Client Newsletter will update recent premium announcements for the National
Flood Insurance Program (“NFIP”) that are effective after April 1, 2015 and allowable under a law passed
last year – the Homeowner Flood Insurance Affordability Act (“HFIAA”) that changed some provisions of
the Biggert-Waters Act.

Key changes consist of the following:

• An individual's annual rate premium cannot increase more than 18%; and an "average rate class" 
of homeowners cannot have their premiums increase more than 15%.

• Certain subsidized policyholders (those not currently paying the full actuarial rate) have mandatory 
rate increases.

• Policies will have a new annual surcharge required under HFIAA.

• New guidance will impact "substantially damaged and substantially improved structures," and there
is additional rating guidance on Pre-Flood Insurance Rate Map (“FIRM”) structures.

• There will be a new procedure for Properties Newly Mapped into the Special Flood Hazard Area 
and existing Preferred Risk Policy Eligibility Extension (“PRP EE”) policies.

These changes take effect April 1, 2015 for both new business and renewals. The 18% annual cap on
flood insurance increases has a few exceptions under the terms of the bulletin that include, but are not
limited to, mis-ratings and increases in the amount of insurance coverage. There is another exception.
Premiums on subsidized policies will increase 25 percent for policies on non-primary residences, Severe
Repetitive Loss properties, and substantially-damaged/substantially-improved properties. A 25%
premium increase on business properties will be implemented in 2016.

HFIAA also introduces a new mandatory surcharge on all new and renewed policies – $25 for primary
residences and $250 for all other policies. The surcharge and a Federal Policy Fee (“FPF”) are not
deemed to be premiums, so they are not considered in the maximum 18% annual increase for any
specific homeowner. The total amount charged a policyholder could therefore exceed 18% in some
cases.  Premiums – including the Reserve Fund Assessment but excluding the FPF and the new HFIAA-
mandated surcharge – will increase an average of 9.9% for policies written or renewed on or after April
1, 2015. The total amount charged to a policyholder could thereafter increase a maximum of 19.8%
annually when the FPF and the new HFIAA-mandated surcharge are included in the premium.

It is my opinion that HFIAA will not be legislatively modified, as it took substantial Congressional
compromise to pass the Act. Future premium increases are the wave of the future.
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Staying Informed 
Chances are, you like to stay informed 

about your financial investments, local 

community activities, the weather and 

important news events. It’s also important 

to keep the value of your home and the 

state of the local real estate market on that 

list. As your REALTOR®, I can help. Call me 

whenever you need an update on anything 

real estate related. 

All the best!


