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NFIP Reform Proposals 
 

Below is a summary of proposals to reform the National Flood Insurance Program (NFIP) that 
the Administration supports, many of which Members of Congress have strongly supported in 
the past.  The Administration looks forward to working with the Congress to enact these much-
needed reforms and can provide legislative text as required. 
 
Summary of Proposed Reforms 
 

1. Establish means-tested affordability program for policyholders earning less than 80 
percent of area median income (AMI) starting in 2021 – Establish a means-tested 
affordability program for low-income policyholders who face rate increases under current 
law.  The Department of Housing and Urban Development defines households earning 
less than 80 percent of AMI as "low income."  The Federal Emergency Management 
Agency (FEMA) estimates 26 percent of NFIP policyholders in Special Flood Hazard 
Areas (SFHAs), and 21 percent of policyholders outside their areas, meet this definition 
of "low income."  This targeted affordability program will shield low-income 
policyholders who currently receive discounts or subsidies (based on the location or age 
of their structure) from substantive rate increases that they would otherwise experience 
under existing law.  Once FEMA establishes the means-tested affordability program, 
such policyholders would see minimal annual increases. 
 

2. Identify and address multiple-loss properties (aka "extreme repetitive loss") – 
Enable the NFIP to more effectively identify multiple-loss properties by creating a new 
category of "extreme repetitive loss" properties.  Give FEMA the authority to discontinue 
NFIP coverage for extreme repetitive loss properties following another flood loss that 
occurs after enactment of the reforms, if it is not in the best interest of the program's 
financial solvency to renew coverage or make an offer of mitigation.  
 

3. Authority to transfer between the Reserve Fund and the National Flood Insurance 
Fund – Enable FEMA to transfer funds between the NFIP's two accounts—Reserve Fund 
("savings") and National Flood Insurance Fund ("checking")—to facilitate payment of 
claims and maximize investment opportunities to generate additional revenue. 
 

4. Increase the Reserve Fund Assessment – After addressing the NFIP's liquidity, position 
the program to more effectively manage its financial exposure by achieving the 
statutorily-directed minimum Reserve Fund Ratio.  Exempt Reserve Fund Assessments 
from the statutory 18 percent (per policy) cap on annual rate increases.  Utilize FEMA's 
existing authority to adjust Reserve Fund Assessments for all policyholders, including 
those receiving subsidies, to raise annual revenues when the Reserve Fund balance falls 
below set levels, as set forth in the chart below. 
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Reserve Fund Balance 
(% of $12B Reserve Fund Ratio) 

Annual Reserve Fund Revenue Target 
(% of $12B Reserve Fund Ratio) 

Less than 50% 10% 
Between 50% and 75% 7.5% 
Between 75% and 100% 5% 

Greater than 100% n/a 
 

5. Phase out new NFIP policies for newly-constructed homes and commercial 
customers – After January 1, 2021, prohibit the NFIP from selling a flood insurance 
policy on any structure newly constructed in a SFHA, or constructed after FEMA has 
newly identified the area as a SFHA.  Under the NFIP, all new construction in 
participating communities must already comply with flood resistant building standards, 
making new construction in those communities a risk the private market may want to 
insure.  Likewise, prohibit the NFIP from selling new flood insurance policies for 
commercial structures (regardless of date of construction or location).  The NFIP should 
continue offering flood insurance for commercial properties with existing continuous 
flood coverage (running with the property versus the specific owner), but not take on any 
new business.  
 

6. Amend and modernize the NFIP "Part A" authorities and improve program design 
– Encourage private insurance companies to risk private capital in selling Federal flood 
insurance in SFHAs by: 

a. Clarifying that FEMA can operate the NFIP under both Parts A and B of the 
National Flood Insurance Act;  

b. Authorizing FEMA to enter into arrangements with pools or individual insurance 
companies under Part A; and 

c. Broadening FEMA's ability to enter into all types of reinsurance agreements with 
insurance companies and pools under Part A. 
 

7. Remove barriers to switching to private policy – Clarify that private flood policies can 
satisfy the NFIP's mandatory purchase requirement, and permit such policies to satisfy 
the NFIP's continuous coverage requirement. 
 

8. Eliminate the Write Your Own (WYO) company non-compete clause – Direct FEMA 
to remove the clause from the WYO company arrangement that prohibits WYO 
companies from selling private flood insurance products that compete with the NFIP's 
products. Doing so would not change the Privacy Act's restrictions on the use of NFIP 
customer data, nor would it affect applicable restrictions under the Federal Information 
Security Management Act.  
 

9. Eliminate “pain points” related to proof of loss – A proof of loss (POL) is a 
policyholder's statement of the amount of money being requested from the NFIP, signed 
and sworn to by the policyholder with supporting documentation.  Policyholders often 
hesitate to sign a POL because they view it as the final amount that they can be paid for 
their loss.  The POL requirement may delay claim settlements, and is generally seen as 
burdensome because the insurance industry does not require anything like it.  The 



3 
 

Congress should direct FEMA to extend the statute of limitations to allow policyholders 
to file suit up to two years after submitting a notice of loss.  This would enable FEMA to 
move away from its reliance on a timely filed POL, thus providing policyholders with 
additional time to submit a claim and, if necessary, to file suit if they are not satisfied 
with their claim payment. 

 
10. Make data available to the private market – To stimulate development of private 

insurance markets, FEMA should make more detailed, historic NFIP claims and policy 
data available to the public, while protecting personal information, as required by law.  
 

11. Disclosure of flood risk before real estate transactions close – A significant barrier to 
addressing the nation's flood risk is home buyers' and renters' lack of awareness about 
flood risk when they complete real estate and lease transactions.  The Congress should 
require states to establish certain minimum flood-risk reporting requirements for sellers 
and lessors before transactions close as a condition for participation in the NFIP. 
 

12. Use replacement cost value in setting rates – Account for the replacement cost value of 
insured structures in setting NFIP rates to reduce cross-subsidies and more accurately 
signal policyholders' true risk. 
 

13. Distinguish between coastal and inland areas in setting rates – Create separate classes 
for coastal and inland flood zones in the NFIP's rate tables to reduce cross-subsidies and 
more accurately signal policyholders' true risk. 
 

14. Address Endangered Species Act complexities with the NFIP – Ensure that, with 
respect to compliance with the Endangered Species Act of 1973, the NFIP is not 
responsible for privately-funded actions taken by private parties on private land.   
 

15. Study the efficacy of the mandatory purchase requirement – Direct the Government 
Accountability Office to study how well the NFIP's mandatory purchase requirement 
meets the Congress's intent to increase the number of Americans covered by flood 
insurance. 
 

 


