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“Eventually, all things merge into one, and a river runs through it. The river was cut by the world's great flood and runs over rocks from the basement of time. On some of the rocks are timeless raindrops. Under the rocks are the words, and some of the words are theirs.”
Norman Maclean – A River Runs Through It and Other Stories

We’re born, we grow, we achieve.
At times, we celebrate and at others, we mourn.
We make new friends and find old ones again.
We change but we remain the same. We say good-bye and then hello again.
We savor successes and learn from our failures.
We mark milestones along the way – like birthdays, graduations, engagements, marriages, promotions, and our first home.
These are the watershed moments in our history. One moment begets another.

We remember them. We store them by date:

Hello, and welcome to this edition of NFIP Perspectives: History and Background of the National Flood Insurance Program. Just as we all have our watershed moments that define our lives, develop our character, challenge us, and change us – so does a program like the NFIP.  We just chronicled a series of dates - each one an important watershed moment in the history of the National Flood Insurance Program. Let’s review them.

Throughout the history of the United States, natural disasters have been a major cause of the displacement and deaths of thousands of citizens, as well as damage to homes and businesses.  From The Galveston Hurricane of 1900, the deadliest hurricane in the history of the United States, which caused the deaths of roughly 8,000 people, to The Great Mississippi River Flood of 1927, the most destructive river flood in the history of the U.S., which affected 27,000 square miles in 10 states resulting in over 400 million dollars in damages and the loss of 246 lives, to Hurricane Betsy in 1965, which brought widespread damage to areas of Florida and the Gulf Coast causing 1.42 billion dollars in damages and 81 deaths, the United States suffered many catastrophic natural disasters in the early 20th century.  These events severely impacted home and business owners as the  flood protection programs that were in place simply were not enough.    

Ultimately, it was the widespread devastation of Hurricane Betsy that served as the catalyst for Congress to pass legislation to protect American communities, homeowners, and businesses from the overwhelming financial impact that flooding causes.  The National Flood Insurance Act was passed in 1968, which created the Federal Insurance Administration (also known as FIA), and by January of 1969, the National Flood Insurance Program was in operation.  The NFIP is a Federal program that enables property owners in participating communities to purchase insurance as a protection against flood damages in exchange for State and community floodplain management regulations that help reduce future flood losses. 

The National Flood Insurance Act was designed to achieve four goals: 
1) Emphasize non-structural flood control methods;
2) Reduce federal disaster costs;
3) Provide affordable flood insurance coverage; and 
4) Encourage community participation in order to –
*Reduce the likelihood of building damage;
*Prevent new developments from increasing flood risks; and
*Maintain the natural benefits of floodplains.  
 
In June of 1969, Metairie, Louisiana and Fairbanks, Alaska became the first communities to join the Program, and on June 29, 1969, the first flood policy was sold in Louisiana.  Within two years, 920 communities were participating in the NFIP and over 87,000 policies had been sold.  As the years went by, and as natural disasters continued to occur, the NFIP became a critical component of flood management for countless home and business owners.  
In order to keep the Program running as effectively as possible, Congress periodically reviews the NFIP, making reforms and modifications when needed.  Often times, new legislation passes  as a direct result of a natural disaster.  For example, after Tropical Storm Agnes hit the Southeastern United States causing over 2 billion in damages and 128 deaths in 1972, the Flood Disaster Protection Act was passed in 1973.  This Act increased the amount of insurance available to home and business owners and led to the mandatory purchase of flood insurance for the protection of property in Special Flood Hazard Areas.  The Flood Disaster Protection Act also required the NFIP to identify all flood prone communities by June of 1974, and it created incentives for communities in flood prone areas to encourage Program participation by a July 1st, 1975 deadline.  As a result, by 1977, there were 15,000 participating communities with approximately 1.2 million flood insurance policies in force,  an increase of nearly 900,000 policies.  

On April 1st, 1979, the NFIP, along with the FIA, experienced a significant milestone when it was transferred from the Department of Housing and Urban Development (also known as HUD) to the newly created Federal Emergency Management Agency’s Mitigation Division.  Signed into law by President Jimmy Carter, this Federal agency’s mission statement is as follows:
“FEMA’s mission is to support our citizens and first responders to ensure that as a nation we work together to build, sustain and improve our capability to prepare for, protect against, respond to, recover from and mitigate all hazards.” 

Another important change to the Program came in 1983 with the implementation of the Write Your Own Program, also known as the WYO.  A partnership between the federal government and the insurance industry, this Program enables private sector property and casualty insurance companies to write and service NFIP flood insurance policies. The goals of the WYO Program are to increase the NFIP policy base and the geographic distribution of policies; improve service to NFIP policy holders through the infusion of insurance industry knowledge; and to provide the insurance industry with direct operating experience with flood insurance.

As changes, modifications, and new Acts continued to be put into action, the NFIP increasingly became a reliable resource for the rapidly growing number of communities and policyholders.  By 1985, 18 years after the NFIP was formed, policies in force exceeded two million; the annual premium was 452.5 million dollars; and coverage in force was 139.9 billion dollars.
The next major natural disaster that severely impacted communities and property owners in the United States, as well as the NFIP itself, were The Midwest Floods of 1993, which caused 15 billion dollars in damages and 50 deaths in nine states.  The Midwest Floods lasted nearly four months, and as a result of the relentless flooding, over a thousand levees failed, 75 communities were completely submerged in water, and over 50,000 homes were damaged or destroyed, leaving approximately 54,000 people homeless.  The devastation was so widespread that President Clinton declared 505 counties in the nine affected states as Federal disaster areas. 
The worst natural disaster to ever hit the Midwest, the 1993 floods wreaked havoc from Minnesota to Louisiana.  For the first time ever, the entire state of Iowa was declared a disaster area. Over 250,000 Iowans went several weeks without potable water, and a large percentage of the residents of Des Moines were left without power for extended periods of time.  Millions of acres of farmland were completely submerged in water, putting countless farmers out of business.  Throughout the affected states along the Mississippi, bridges were washed out and roads were flooded, making transportation extremely difficult, if not impossible, without a boat.  In the town of Valmeyer, Illinois, 90 percent of its homes were completely destroyed.  In  Hardin, Missouri, a graveyard became submerged in flood waters, causing about 700 coffins to rise to the surface and float downstream, some as far as 14 miles. 
After the Midwest Floods finally receded , data reflected that a mere 10 percent of damaged buildings were covered by flood insurance, so Congress moved to enact  the National Flood Insurance Reform Act of 1994 (NFIRA).  This Act strengthened the NFIP with a number of reforms including an increased focus on lender compliance; the creation of mitigation insurance; and the development of a mitigation assistance program, which helped assist flood-prone communities insure more structures, enabling faster recovery.  But the 1994 Reform Act  focused most significantly on improving lender compliance with the Program’s mandatory purchase provisions.  It required escrows of flood insurance payments; provided the statutory authority for force placement of flood insurance; imposed civil monetary penalties on lenders that exhibited a pattern or practice of non-compliance; established formal notification requirements to borrowers; and standardized the documentation of flood zones.  The Act also increased the maximum coverage limits available to policyholders; and, even more importantly, it increased the effective date waiting period for the purchase of NFIP flood insurance from 5 days to 30 days.

By 1997, the 1994 reforms showed signs they were working as NFIP policies in force surpassed the 4 million mark; annual premium exceeded 1.5 billion dollars; and coverage in force was more than 460 billion dollars.
Six years later, in 2003, Hurricane Isabel made landfall in North Carolina and wound its way up the coast as far as Maine and as far inland as West Virginia.  A Category 5 hurricane, Isabel caused nearly 6 billion dollars in damages, 16 deaths, and left 6 million people without electricity for extended periods of time, with some areas of Virginia and North Carolina - the two hardest hit states – without electricity for up to one month.  Within one week of the hurricane, 36 counties in North Carolina, 77 counties in Virginia, 6 counties in West Virginia, 3 counties in Delaware, and the entire state of Maryland were declared disaster areas by President George W. Bush.

Hurricane Isabel served as the catalyst for the passage of The Flood Insurance Reform Act of 2004, also known as the FIRA.  This Act addressed the problem of repetitive-loss properties, which were costing the Program roughly 200 million dollars a year.  FIRA also made it mandatory that insurance agents receive flood insurance training and education in order to provide better service to communities and policyholders. 
Reforms may improve performance, but they can’t stop storms. Just one year after Isabel, for a period of six weeks, the state of Florida was ravaged by four major hurricanes.  Charley was the first to hit, followed by Frances, then Ivan - a Category 5 and the most destructive of the four, and finally, Jeanne.  This was the first time four tropical cyclones produced hurricane force winds in one state during a storm season since the year 1886.  A truly unprecedented time, which became known as The Year of the Four Hurricanes, 130 Americans died and damages reached 38 billion dollars in six states – Florida being the hardest hit, by far.  2004 became the largest single loss year in the history of the NFIP (at the time), resulting in over 40,000 paid claims totaling 2.2 billion dollars.
And just one year after The Year of the Four Hurricanes, the NFIP’s largest loss year, came an even more  costly natural disaster, and one of the deadliest, in the history of the United States; Hurricane Katrina.  
On August 25th, 2005, Katrina made landfall in Florida, and by August 29th, with 125 mph winds, it began its assault on Louisiana and the Gulf Coast.  This deadly storm pummeled huge areas of Louisiana, Mississippi, and Alabama, but it was the city of New Orleans that was most affected.  Completely surrounded by water, with about half of the city below sea level, New Orleans suffered immeasurable damage both during the storm and in its aftermath when the levee system surrounding the city catastrophically failed.  80 percent of the city and its neighboring parishes were submerged in water, with much of the floodwater remaining weeks after the storm passed.  Katrina truly decimated the City of New Orleans, leaving residents who did not (or were unable to) evacuate before the storm in total chaos, many of whom were left without food, water, or shelter for days on end.  

Other coastal areas experienced tremendous property damage, as well; particularly Mississippi beachfront towns, of which over 90 percent were flooded.  Flood waters reached up to 12 miles from the beach carrying with it vehicles, houses, boats, and casinos barges leaving a path of destruction in its wake.  From Texas to Florida, Federal disaster declarations covered over 90,000 square miles of the Unites States, which is an area as large as the United Kingdom.  Katrina left over 3 million people without electricity for lengthy periods of time, claimed the lives of 1,833 Americans (with an additional 135 people still unaccounted for), and caused an estimated 108 billion dollars in damages.  

Coupled with Hurricanes Rita and Wilma earlier that year, 2005 was the most active, destructive, and costly season on record.  Hurricane Katrina alone resulted in nearly 170,000 losses paid totaling 16.25 billion dollars, with the average claim payment being 96,000 dollars.  Total losses for the NFIP in 2005 were an astonishing 17.7 billion dollars, with more money being paid this year than in the entire history of the Program. 
But despite the back-to-back record loss years and the Program’s ensuing debt, Congress struggled in its efforts to agree on reforms, which led to delays in the long-term reauthorization of the Program in 2008.  On September 30, 2008, President Bush signed legislation that extended the NFIP’s authority to issue new policies, increase coverage on existing policies, and issue renewal policies until March 6, 2009.  This began a series of short-term extensions that would occur over the next three years.  Those extensions finally culminated in the next major NFIP reform in July of 2012 when President Obama signed into law the Biggert-Waters Flood Insurance Reform Act of 2012, also known as BW12, which reauthorized the National Flood Insurance Program until the year 2017.  
The key motivation behind  Biggert-Waters  was to ensure that the NFIP would continue to exist and serve as a valuable, stable resource and provide financial protection to communities and policyholders.  In order to achieve these goals, it was important to make sure that the Program was able to take in enough money in premium payments to cover expected flood claims, as well as the Program’s administrative costs.  In insurance speak, this concept is known as actuarial soundness.  BW12 also called for studying efforts to privatize the NFIP; funded a national mapping program; and incorporated new requirements for lending institutions.  
Later that same year, in October , Hurricane Sandy battered the East Coast, particularly the densely populated New Jersey and New York coasts.  While Sandy was technically a Category 2 storm, it grew to become the largest Atlantic storm on record, spanning over 1,110 miles, affecting 24 states.  Sandy covered the entire eastern seaboard from Maine to Florida and stretched as far inland as Michigan and Wisconsin; it caused over 68 billion dollars in damage to hundreds of thousands of homes and businesses, as well as to vital infrastructure systems including transportation, power transmissions, and water and sewage treatment facilities.  Sandy forced tens of thousands of survivors into shelters, and it claimed the lives of 73 Americans.  
Following the widespread devastation of Hurricane Sandy, the NFIP worked diligently to assist affected policyholders.   As of March, 2015, 7.4 billion dollars had been paid out to policyholders in NFIP flood claims in just New York and New Jersey alone.  
As the Hurricane Sandy recovery continued, some reforms included in Biggert-Waters were reconsidered by Congress.  That second look led to the Homeowner Flood Insurance Affordability Act of 2014, which was signed by President Obama on March 21st, 2014.  This Act set in motion a variety of revisions to the Program aimed at homeowner affordability.  The Act repealed and modified certain parts of Biggert-Waters, particularly those that called for the immediate removal of rating subsidies for some policyholders and the elimination of grandfathered rating.  The Act formally restored grandfathering and  phases the subsidies out more gradually over time.  It also provided new limitations on annual premium increases for all policyholders; applied a Congressionally-mandated surcharge on all new and renewed policies; and established a Flood Insurance Advocate within FEMA to ensure the fair treatment of NFIP policyholders.  The Flood Insurance Advocate provides assistance in understanding the NFIP claims, mapping, rating, coverage, and mitigation processes.   
Established in 1968, The National Flood Insurance Program sold its first policy in 1969. And now, 47 years later, the NFIP has 5.2 million policies in force, with 1.9 million in Florida alone; the annual premium is 3.7 billion dollars; and coverage in force exceeds 1.2 trillion dollars.  Since its inception, the Program has experienced a host of  watershed moments; it has celebrated successes and it has learned from its failures.  Indeed, the NFIP has grown, evolved, and adapted to meet the unique demands and challenges that Mother Nature brings.  While the weather can sometimes be an overwhelmingly unpredictable, destructive force, the NFIP has remained a steady resource for assistance, mitigation, and relief to the communities and policyholders of the United States. 
Yes, these are the watershed moments in our history.  We mark the milestones along the way.  One moment begets another. 
Thank you for joining me for this edition of NFIP Perspectives – The History and Background of the National Flood Insurance Program.
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