The Biggert-Waters Flood Insurance Reform Act of 2012: Reducing Insurance Costs

JEANNE: I'd like to give a few examples of how people can reduce costs. And to do this,
I'd like to ask you a few hypothetical questions. Now, let me give you an example. Let's say I have a house that was built in the '60s. It's my primary residence. And it's in a high-risk zone. 
I've lived there for 20 years, and I've never seen flooding. Now, what types of changes should I expect to see in terms of rates?

ANDY: Well, your flood insurance premium may not reflect your full risk. To find out your full risk, if you got an elevation certificate and talked to an agent, you could find out what your current full-risk premium is. If that current full-risk premium is lower than what you're paying now, to save some money. Otherwise, talk to your agent to find out when and if your flood insurance premiums may be increasing.

JEANNE: Now let's assume I have a beach house, a second home. And I've lived there for a while. It is built on cement. But my neighbors – newer neighbors who have just moved in –have houses that are elevated 8 and 10 feet high. Now, with the law changes, what should I expect to be paying now in terms of flood insurance?

ANDY: Well, it sounds like the home you described may not be built in line with local ordinances. This includes the elevation and what kind of foundation it has. If your home is much below your community's elevation standards, the flood insurance premiums could be quite high. But to know for certain, you'd need to get an elevation certificate and, once again, talk to an agent. 

JEANNE: Now let's say I live in a high-risk zone, and my building's lowest floor is below the Base Flood Elevation. What can an agent do to help reduce costs?

ANDY: Well, one of the very best ways to reduce costs is to elevate your structure. There may be grants available to help you with the costs of elevation. You can talk to your community officials about these kinds of grants. In addition, you may want to consider increasing your deductible. But be careful -- you don't want to pick a deductible so high that you may not be able to afford that deductible if and when you flood. Finally, you may want to talk to your community officials about joining or improving their status in the Community Rating System, or CRS, program. This is a program that FEMA uses to offer flood discounts for communities that adopt standards that are higher than those that are required to join the National Flood Insurance Program.
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