The Biggert-Waters Flood Insurance Reform Act of 2012: Moving Away from Subsidies

JEANNE: I understand that currently, only 20% of policy holders are receiving subsidies. How will these subsidies be phased out under the new law?

ANDY: The subsidies will be phased out in many different ways. Some will be phased out immediately, some will phase out over time, and the amount of those increases will differ.
Subsidized rates for non-primary or secondary residences are already being phased out at 25% per year. Further changes are taking place, starting at renewals on or after October 1, 2013, for businesses or non-residential structures and for severe repetitive-loss structures.
These will also phase out at 25%. Others will move to full-risk rates – for instance, on the purchase or sale of a property, or allowing a policy to lapse. In these instances, they'll move immediately to full-risk rates, without 25% increases. If the policy was a new policy, that means it has an original new business date – not a renewal date – on or after July 6th of 2012. The policy will be immediately rated according to its current risk on the first renewal after October 1, 2013.  Now, if your home is your primary residence and it's not in one of those 25% increase categories I just talked about and it doesn't meet any of those triggers that will move it to a full-risk rate, you'll keep your subsidy.

JEANNE: Now I have a tricky one for you. What if a policy was written after the law was signed but before the changes were implemented?

ANDY: That's a really great question. There are plenty of people who bought homes right after Biggert-Waters '12 was signed, who had no idea that Biggert-Waters '12 had been enacted. 
They didn't know what it meant for them. They were issued subsidized policies. All of those policies, when they renew, on or after October 1st of 2013, they will be immediately adjusted to their full-risk rates.
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JEANNE: So if a policy holder falls into this category, what should an agent be doing now?

ANDY: So the agent should review policies that he's sold and see if they fall in this category. If they do, it would be a good idea for this agent to reach out to these policy holders, let them know that this adjustment is coming, and help them determine their full-risk rate by knowing their structure's elevation, their current Flood Zone, and their current Base Flood Elevation.

