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WHAT IS NFIP
THE ORIGINAL MISSION STATEMENT

Create a unified foundation for floodplain management

Encourage effective land use; reduce exposure to flooding

Facilitate prefunding and sharing the challenges of disaster 
recovery 

Deliver coverage at affordable and reasonable rates while 
meeting solvency goals
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NFIP RESULTS OVER TIME

Source: AAA “The National Flood Insurance Program: Challenges And Solutions”

IN 2015:

Policies In Force: 5,206,241 

Earned Premium: $3.5B

SINCE INCEPTION:

Earned Premium: $53B

Paid Claims & LAE: $54B

UW Expense Ratio: 35%

Debt at 2016: $24.6B*

* Includes borrowing $1.6B to cover 

claims from Louisiana and 
Hurricane Matthew
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STRUCTURE OF THE NFIP
Sunset 
Provision

Last Extension: 9/30/2017

Borrowing 
Authority

$30.4B (originally $1B Cap)
Recent Legislative Proposals to forgive the debt

Rate Structure
Goals

 Promote the program’s financial soundness
 Support floodplain management
 Encourage the widespread purchase of flood insurance. 

Flooding 
Covered

 Inland Flooding (Riverine)
 Coastal Storm Surge

Other 
Coverage 
Commentary

 Grandfathered Rates
 Continuous Coverage Requirement
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THE FUTURE OF NFIP
A Senate Proposal In the Works:

 10 Year Extention

 Reinsurance Authorization

 Raised Coverage Limits
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WHAT IS PRIVATE MARKET FLOOD
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THE DECISION TO PRIVATIZE

TO PRIVATIZE

• Plenty of capital in the industry

• Advances in risk modeling

• Governmental limitations

• NFIP is in debt

NOT TO PRIVATIZE

• Black swan flood better protected by NFIP
• Complexity of unwinding the NFIP
• Increased requirement for homeowners to 

purchase flood insurance
• Loss of centralized data collection to 

measure risk
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WHO CAN OFFER PRIVATE FLOOD?

Insurance 
Companies

• At own terms & 
Conditions

• As stand-alone flood 
policy or as 
endorsement

Reinsurers

• As bolt-on solution

• As a pass-through
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WHAT INSURANCE COMPANIES

OFFER PRIVATE FLOOD

 Excess & Surplus Lines Companies

 Admitted Companies

ALL OPERATE UNDER THE AUTHORITY OF

STATE INSURANCE DEPARTMENTS
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CONSIDERATIONS

What is their pricing?

How do they set rates?

What are the pricing protections for the 
customer?
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KEY CHOICE FOR INSURERS

Private Flood 
Policy

Endorsement
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REQUIREMENTS FOR

PRIVATE FLOOD ACCEPTANCE
Biggert-Waters Flood Insurance Reform Act 
Proposes:

 Private Flood Insurance Definition to Protect the 
Consumer
◦ Licensed in the state
◦ Protection at least as broad as the Standard Flood Insurance Policy (SFIP)
◦ 45 day written notice of cancellation / non-renewal
◦ Provide information about availability of NFIP
◦ Mortgage Interest Clause
◦ Notification of claims lawsuits
◦ Restrictive cancellation provisions as with the SFIP

 Criteria for Other Types of Flood Insurance Policies
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AN INNOVATIVE WAY TO DELIVER

PRIVATIZED FLOOD INSURANCE
 Admitted Paper through endorsement to standard Homeowners Policy

◦ Approved in MS and AL

 Coastal exposures but not direct water exposure – NFIP rates 
significantly lower for this exposure (grandfathered rates)
◦ Account for Elevation and Distance to Water

 Benefits of combining Wind and Flood on one Policy
◦ Claims Leakage

• Reduction in LAE specifically from having one adjuster and not two

◦ Operational Savings

◦ Flood Mapping

◦ Getting paid for the exposure

◦ Elimination of Concurrent Causation
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WHAT’S NEXT
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RELEVANT ARTICLES
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