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Action First

The March 2014 Preferred Client Newsletter will provide an update on the Biggert-Waters Flood
Insurance Reform Act (“Act”) which became effective October 1, 2013. We will also review the
likely impact on waterfront Single Family Homes (“SFHs”) that do not conform to current FEMA
flood insurance standards. Condominiums are not covered by the Act.

The U.S. Senate just passed an amendment to the Act which delays implementation and
lengthens the phase-in to actuarially computed flood insurance rates for non-conforming
principal residences. The U.S. House leadership has stated that the amendment goes too far
and they will not pass it in its present form. A White House Press Release stated the Senate Bill
“would further erode the financial position of the NFIP,” i.e., make it even less capable of paying
its massive debt without a taxpayer bailout.”

It is noteworthy that neither the Senate, House nor White House have addressed non-conforming
waterfront SFHs serving as second homes. The best possible outcome is a diluted Act that
addresses principal residences only to lessen the impact on them.

Congress fails to understand that those with second homes cannot pay the new flood
insurance rates. They will walk away from their homes in large numbers, much like we saw
during the recent financial crisis. We can count on most of these SFHs becoming Short Sales
and Foreclosures, and we know the results…the values of all non-conforming waterfront SFHs
will be adversely impacted. Market values must logically fall to the value of the land only.

The Pinellas County Tax Assessor’s Office has been studying the impact in several hard hit
communities. They forecast, as an example, that the real property tax base in Indian Rocks
Beach will fall 35% to 40% from present levels, which has yet to fully recover from the financial
crisis. The City of Clearwater will have a measureable adverse impact but it should not be
material due to the size and diversity of its tax base.

There are rays of sunshine. Florida has paid out $4 in premiums for every $1 paid in claims
since the National Flood Insurance Act of 1968 became effective. This ratio is attractive to
private insurers who are already starting to write flood insurance policies in Florida. The Florida
Legislature is also drafting legislation to allow private insurers to write these policies which the
state would regulate. Premiums will double on average but that is much better than increasing
tenfold or greater.

I will continue to update you on the Biggert-Waters Flood Insurance Reform Act. I expect it will
take months for an amendment to the Act to become law, if at all.
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Marching On

We're at the beginning of what is

traditionally a busy real estate season. If you

happen to know someone who is planning

to move and needs a good REALTOR®,

please pass on my name.

My best clients come from referrals from

valued clients like you.

All the best!


