October 2016 Program Changes Video Transcript

Introduction and Clear Communication of Risk

More change is coming to the National Flood Insurance Program this October.  Some of the changes are the continued implementation of the Homeowner Flood Insurance Affordability Act and the Biggert-Waters Flood Insurance Reform Act.  

This video will highlight the changes in the NFIP that are effective October 1st 2016, as they are discussed in Write Your Own Bulletins 16022 and 16032.

You can download copies of these and other bulletins by going to NFIP iService.com. The October 1st Flood Insurance Manual is available for a free download at FEMA.gov. 

We have a lot of ground to cover so let’s get started.

And let’s begin by reminding you of an on-going process that began earlier this year and enters another phase in October.

As a result of the passage of the Homeowner Flood Insurance Affordability Act, FEMA has initiated a policy of “Clear Communication of Risk” to policyholders. Correct underwriting is the key to communicating clear and accurate flood risk to a policyholder. To that end, effective last April, National Flood Insurance Program insurers were required to report the current flood zone and current Flood Insurance Rate Map information, including the Base Flood Elevation, if applicable, for all new business policies effective on or after April 1st, 2016.

However, FEMA will follow a two-part phased approach for renewals. Phase one begins October 1st and requires insurers to re-underwrite certain policy types.  These include; Pre-FIRM policies receiving subsidized rates; Standard B, C, and X zone policies, Preferred Risk Policies and those policies rated under the Newly Mapped rating procedure.
In Phase 2, NFIP insurers must re-underwrite all other policies not included in Phase 1, beginning with renewal dates on or after October 1, 2017. Some policies are exempted from this re-underwriting process. They include: Mortgage Portfolio Protection Program policies; Group Flood Insurance Policies; provisionally rated and tentatively rated flood policies. More information on re-underwriting can be found in WYO bulletin 16021.

So, what will this re-underwriting process mean to policy holders? There are four possible results for them. As a result of re-underwriting, some policies will have no change in mapping information or premium. Some policies will have updated map information but it will not affect the premium paid. Other policies when updated with new underwriting information will see a premium decrease and will get a refund! And still other policies may have premium increases.

Insurers must correct policies as needed and notify policyholders of changes to their policy rating information. These changes may result in a premium refund, or a premium adjustment that would be due at the next renewal. 

Policyholders will receive a letter from FEMA stating how the policy is currently rated – whether it is Full Risk Rated; uses Subsidized rates; is Grandfathered, or uses the Newly Mapped procedure. All these efforts will hopefully result in every policyholder’s clearer understanding of their flood risk.

For more October program changes information, please see the other videos posted to this site.
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