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FLOOD INSURANCE REFORM ACT OF 2011

JUNE 9, 2011.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. BACHUS, from the Committee on Financial Services,
submitted the following

REPORT

[To accompany H.R. 1309]

[Including cost estimate of the Congressional Budget Office]

The Committee on Financial Services, to whom was referred the
bill (H.R. 1309) to extend the authorization of the national flood in-
surance program, to achieve reforms to improve the financial integ-
rity and stability of the program, and to increase the role of private
markets in the management of flood insurance risk, and for other
purposes, having considered the same, report favorably thereon
with an amendment and recommend that the bill as amended do
pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following:

SECTION 1. SHORT TITLE AND TABLE OF CONTENTS.
(&) SHORT TITLE.—This Act may be cited as the “Flood Insurance Reform Act of
2011".
(b) TABLE OF CONTENTS.—The table of contents for this Act is as follows:

Sec. 1. Short title and table of contents.

Sec. 2. Extensions.

Sec. 3. Mandatory purchase.

Sec. 4. Reforms of coverage terms.

Sec. 5. Reforms of premium rates.

Sec. 6. Technical Mapping Advisory Council.

Sec. 7. FEMA incorporation of new mapping protocols.
Sec. 8. Treatment of levees.

Sec. 9. Privatization initiatives.

Sec. 10. FEMA annual report on insurance program.

Sec. 11. Actuarial rates for severe repetitive loss properties refusing mitigation or purchase offers.

Sec. 12. Mitigation assistance.

Sec. 13. Grants for direct funding of mitigation activities for individual repetitive claims properties.

Sec. 14. Notification to homeowners regarding mandatory purchase requirement applicability and rate phase-
ins.

Sec. 15. Notification of establishment of flood elevations.

Sec. 16. Notification to tenants of availability of contents insurance.

Sec. 17. Notification to policy holders regarding direct management of policy by FEMA.

Sec. 18. Notice of availability of flood insurance and escrow in RESPA good faith estimate.

Sec. 19. Reimbursement for costs incurred by homeowners obtaining letters of map amendment.

Sec. 20. Treatment of swimming pool enclosures outside of hurricane season.
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Sec. 21. CDBG eligibility for flood insurance outreach activities and community building code administration
grants.

Sec. 22. Technical corrections.

Sec. 23. Report on Write-Your-Own Program.

Sec. 24. Studies of voluntary community-based flood insurance options.

Sec. 25. Report on inclusion of building codes in floodplain management criteria.

Sec. 26. Study on graduated risk.

Sec. 27. No cause of action.

SEC. 2. EXTENSIONS.

(@) EXTENSION OF PROGRAM.—Section 1319 of the National Flood Insurance Act
of 1968 (42 U.S.C. 4026) is amended by striking “September 30, 2011” and inserting
“September 30, 2016".

(b) EXTENSION OF FINANCING.—Section 1309(a) of such Act (42 U.S.C. 4016(a)) is
amended by striking “September 30, 2011"” and inserting “September 30, 2016".

SEC. 3. MANDATORY PURCHASE.

(a) AUTHORITY TO TEMPORARILY SUSPEND MANDATORY PURCHASE REQUIRE-
MENT.—

(1) IN GENERAL.—Section 102 of the Flood Disaster Protection Act of 1973 (42

U.S.C. 4012a) is amended by adding at the end the following new subsection:
“(i) AUTHORITY TO TEMPORARILY SUSPEND MANDATORY PURCHASE REQUIRE-
MENT.—

“(1) FINDING BY ADMINISTRATOR THAT AREA IS AN ELIGIBLE AREA.—For any
area, upon a request submitted to the Administrator by a local government au-
thority having jurisdiction over any portion of the area, the Administrator shall
make a finding of whether the area is an eligible area under paragraph (3). If
the Administrator finds that such area is an eligible area, the Administrator
shall, in the discretion of the Administrator, designate a period during which
such finding shall be effective, which shall not be longer in duration than 12
months.

“(2) SUSPENSION OF MANDATORY PURCHASE REQUIREMENT.—If the Adminis-
trator makes a finding under paragraph (1) that an area is an eligible area
under paragraph (3), during the period specified in the finding, the designation
of such eligible area as an area having special flood hazards shall not be effec-
tive for purposes of subsection (a), (b), and (e) of this section, and section 202(a)
of this Act. Nothing in this paragraph may be construed to prevent any lender,
servicer, regulated lending institution, Federal agency lender, the Federal Na-
tional Mortgage Association, or the Federal Home Loan Mortgage Corporation,
at the discretion of such entity, from requiring the purchase of flood insurance
coverage in connection with the making, increasing, extending, or renewing of
a loan secured by improved real estate or a mobile home located or to be located
in such eligible area during such period or a lender or servicer from purchasing
coverage on behalf of a borrower pursuant to subsection (e).

“(3) ELIGIBLE AREAS.—AnN eligible area under this paragraph is an area that
is designated or will, pursuant to any issuance, revision, updating, or other
change in flood insurance maps that takes effect on or after the date of the en-
actment of the Flood Insurance Reform Act of 2011, become designated as an
area having special flood hazards and that meets any one of the following 3 re-
guirements:

“(A) AREAS WITH NO HISTORY OF SPECIAL FLOOD HAZARDS.—The area does
not include any area that has ever previously been designated as an area
having special flood hazards.

“(B) AREAS WITH FLOOD PROTECTION SYSTEMS UNDER IMPROVEMENTS.—
The area was intended to be protected by a flood protection system—

“(i) that has been decertified, or is required to be certified, as pro-
viding protection for the 100-year frequency flood standard;

“(ii) that is being improved, constructed, or reconstructed; and

“(iif) for which the Administrator has determined measurable
progress toward completion of such improvement, construction, recon-
struction is being made and toward securing financial commitments
sufficient to fund such completion.

“(C) AREAS FOR WHICH APPEAL HAS BEEN FILED.—An area for which a
community has appealed—

“(i) designation of the area as having special flood hazards in a time-
ly manner under section 1363; or

“(if) any decertification or deaccreditation of a dam, levee, or other
flood protection system or the level of protection afforded by a dam,
levee, or system.

“(4) EXTENSION OF DELAY.—Upon a request submitted by a local government
authority having jurisdiction over any portion of the eligible area, the Adminis-
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trator may extend the period during which a finding under paragraph (1) shall
be effective, except that—

“(A) each such extension under this paragraph shall not be for a period
exceeding 12 months; and

“gB) for any area, the cumulative number of such extensions may not ex-
ceed 2.

“(5) RULE OF CONSTRUCTION.—Nothing in this subsection may be construed to
affect the applicability of a designation of any area as an area having special
flood hazards for purposes of the availability of flood insurance coverage, cri-
teria for land management and use, notification of flood hazards, eligibility for
mitigation assistance, or any other purpose or provision not specifically referred
to in paragraph (2).

“(6) REPORTS.—The Administrator shall, in each annual report submitted pur-
suant to section 1320, include information identifying each finding under para-
graph (1) by the Administrator during the preceding year that an area is an
area having special flood hazards, the basis for each such finding, any exten-
sions pursuant to paragraph (4) of the periods of effectiveness of such findings,
and the reasons for such extensions.”.

(2) NO REFUNDS.—Nothing in this subsection or the amendments made by
this subsection may be construed to authorize or require any payment or refund
for flood insurance coverage purchased for any property that covered any period
during which such coverage Is not required for the property pursuant to the ap-
plicability of the amendment made by paragraph (1).

(b) TERMINATION OF FORCE-PLACED INSURANCE.—Section 102(e) of the Flood Dis-
aster Protection Act of 1973 (42 U.S.C. 4012a(e)) is amended—

(1) in paragraph (2), by striking “insurance.” and inserting “insurance, includ-
ing premiums or fees incurred for coverage beginning on the date on which flood
insurance coverage lapsed or did not provide a sufficient coverage amount.”;

(2) by redesignating paragraphs (3) and (4) as paragraphs (5) and 6), respec-
tively; and

(3) by inserting after paragraph (2) the following new paragraphs:

“(3) TERMINATION OF FORCE-PLACED INSURANCE.—Within 30 days of receipt by
the lender or servicer of a confirmation of a borrower’s existing flood insurance
coverage, the lender or servicer shall—

“(A) terminate the force-placed insurance; and

“(B) refund to the borrower all force-placed insurance premiums paid by
the borrower during any period during which the borrower’s flood insurance
coverage and the force-placed flood insurance coverage were each in effect,
and any related fees charged to the borrower with respect to the force-
placed insurance during such period.

“(4) SUFFICIENCY OF DEMONSTRATION.—For purposes of confirming a bor-
rower’s existing flood insurance coverage, a lender or servicer for a loan shall
accept from the borrower an insurance policy declarations page that includes
the existing flood insurance policy number and the identity of, and contact in-
formation for, the insurance company or agent.”.

(c) USE OF PRIVATE INSURANCE TO SATISFY MANDATORY PURCHASE REQUIRE-
MENT.—Section 102(b) of the Flood Disaster Protection Act of 1973 (42 U.S.C.
4012a(b)) is amended—

(1) in paragraph (1)—

(A) by striking “lending institutions not to make” and inserting “lending
institutions—

“(A) not to make”;

(B) in subparagraph (A), as designated by subparagraph (A) of this para-
graph, by striking “less.” and inserting “less; and”; and

(C) by adding at the end the following new subparagraph:

“(B) to accept private flood insurance as satisfaction of the flood insur-
ance coverage requirement under subparagraph (A) if the coverage provided
by such private flood insurance meets the requirements for coverage under
such subparagraph.”;

(2) in paragraph (2), by inserting after “provided in paragraph (1).” the fol-
lowing new sentence: “Each Federal agency lender shall accept private flood in-
surance as satisfaction of the flood insurance coverage requirement under the
preceding sentence if the flood insurance coverage provided by such private
flood insurance meets the requirements for coverage under such sentence.”;

(3) in paragraph (3), in the matter following subparagraph (B), by adding at
the end the following new sentence: “The Federal National Mortgage Associa-
tion and the Federal Home Loan Mortgage Corporation shall accept private
flood insurance as satisfaction of the flood insurance coverage requirement
under the preceding sentence if the flood insurance coverage provided by such
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private flood insurance meets the requirements for coverage under such sen-
tence.”; and

(4) by adding at the end the following new paragraph:

“(5) PRIVATE FLOOD INSURANCE DEFINED.—In this subsection, the term ‘pri-
vate flood insurance’ means a contract for flood insurance coverage allowed for
sale under the laws of any State.”.

SEC. 4. REFORMS OF COVERAGE TERMS.

(&) MINIMUM DEDUCTIBLES FOR CLAIMS.—Section 1312 of the National Flood In-
surance Act of 1968 (42 U.S.C. 4019) is amended—
(1) by striking “The Director is” and inserting the following: “(a) IN GEN-
ERAL.—The Administrator is”; and
(2) by adding at the end the following:
“(b) MINIMUM ANNUAL DEDUCTIBLES.—
“(1) SUBSIDIZED RATE PROPERTIES.—For any structure that is covered by flood
insurance under this title, and for which the chargeable rate for such coverage
is less than the applicable estimated risk premium rate under section 1307(a)(1)
for the area (or subdivision thereof) in which such structure is located, the min-
imum annual deductible for damage to or loss of such structure shall be $2,000.
“(2) ACTUARIAL RATE PROPERTIES.—For any structure that is covered by flood
insurance under this title, for which the chargeable rate for such coverage is
not less than the applicable estimated risk premium rate under section
1307(a)(1) for the area (or subdivision thereof) in which such structure is lo-
cated, the minimum annual deductible for damage to or loss of such structure
shall be $1,000.”.
(b) CLARIFICATION OF RESIDENTIAL AND COMMERCIAL COVERAGE LIMITS.—Section
1306(b) of the National Flood Insurance Act of 1968 (42 U.S.C. 4013(b)) is amend-
e —

(1) in paragraph (2)—

(A) by striking “in the case of any residential property” and inserting “in
the case of any residential building designed for the occupancy of from one
to four families”; and

(B) by striking “shall be made available to every insured upon renewal
and every applicant for insurance so as to enable such insured or applicant
to receive coverage up to a total amount (including such limits specified in
paragraph (1)(A)(i)) of $250,000” and inserting “shall be made available,
with respect to any single such building, up to an aggregate liability (in-
cluding such limits specified in paragraph (1)(A)(i)) of $250,000”; and

(2) in paragraph (4)—

(A) by striking “in the case of any nonresidential property, including
churches,” and inserting “in the case of any nonresidential building, includ-
ing a church,”; and

(B) by striking “shall be made available to every insured upon renewal
and every applicant for insurance, in respect to any single structure, up to
a total amount (including such limit specified in subparagraph (B) or (C)
of paragraph (1), as applicable) of $500,000 for each structure and $500,000
for any contents related to each structure” and inserting “shall be made
available with respect to any single such building, up to an aggregate liabil-
ity (including such limits specified in subparagraph (B) or (C) of paragraph
(1), as applicable) of $500,000, and coverage shall be made available up to
a total of $500,000 aggregate liability for contents owned by the building
owner and $500,000 aggregate liability for each unit within the building for
contents owned by the tenant”.

(c) INDEXING OF MAXIMUM COVERAGE LIMITS.—Subsection (b) of section 1306 of
the National Flood Insurance Act of 1968 (42 U.S.C. 4013(b)) is amended—

(1) in paragraph (4), by striking “and” at the end,;

(2) in paragraph (5), by striking the period at the end and inserting “; and”;

(3) by redesignating paragraph (5) as paragraph (7); and

(4) by adding at the end the following new paragraph:

“(8) each of the dollar amount limitations under paragraphs (2), (3), (4), (5),
and (6) shall be adjusted effective on the date of the enactment of the Flood
Insurance Reform Act of 2011, such adjustments shall be calculated using the
percentage change, over the period beginning on September 30, 1994, and end-
ing on such date of enactment, in such inflationary index as the Administrator
shall, by regulation, specify, and the dollar amount of such adjustment shall be
rounded to the next lower dollar; and the Administrator shall cause to be pub-
lished in the Federal Register the adjustments under this paragraph to such
dollar amount limitations; except that in the case of coverage for a property that
is made available, pursuant to this paragraph, in an amount that exceeds the
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limitation otherwise applicable to such coverage as specified in paragraph (2),
(3), (4), (5), or (6), the total of such coverage shall be made available only at
chargeable rates that are not less than the estimated premium rates for such
coverage determined in accordance with section 1307(a)(1).".

(d) OPTIONAL COVERAGE FOR LOSS OF USE OF PERSONAL RESIDENCE AND BUSINESS
INTERRUPTION.—Subsection (b) of section 1306 of the National Flood Insurance Act
of 1968 (42 U.S.C. 4013(b)), as amended by the preceding provisions of this section,
is further amended by inserting after paragraph (4) the following new paragraphs:

“(5) the Administrator may provide that, in the case of any residential prop-
erty, each renewal or new contract for flood insurance coverage may provide not
more than $5,000 aggregate liability per dwelling unit for any necessary in-
creases in living expenses incurred by the insured when losses from a flood
make the residence unfit to live in, except that—

“(A) purchase of such coverage shall be at the option of the insured;

“(B) any such coverage shall be made available only at chargeable rates
that are not less than the estimated premium rates for such coverage deter-
mined in accordance with section 1307(a)(1); and

“(C) the Administrator may make such coverage available only if the Ad-
ministrator makes a determination and causes notice of such determination
to be published in the Federal Register that—

“(i) a competitive private insurance market for such coverage does
not exist; and

“(ii) the national flood insurance program has the capacity to make
such coverage available without borrowing funds from the Secretary of
the Treasury under section 1309 or otherwise;

“(6) the Administrator may provide that, in the case of any commercial prop-
erty or other residential property, including multifamily rental property, cov-
erage for losses resulting from any partial or total interruption of the insured’s
business caused by damage to, or loss of, such property from a flood may be
made available to every insured upon renewal and every applicant, up to a total
amount of $20,000 per property, except that—

“(A) purchase of such coverage shall be at the option of the insured;

“(B) any such coverage shall be made available only at chargeable rates
that are not less than the estimated premium rates for such coverage deter-
mined in accordance with section 1307(a)(1); and

“(C) the Administrator may make such coverage available only if the Ad-
ministrator makes a determination and causes notice of such determination
to be published in the Federal Register that—

“(i) a competitive private insurance market for such coverage does
not exist; and

“(ii) the national flood insurance program has the capacity to make
such coverage available without borrowing funds from the Secretary of
the Treasury under section 1309 or otherwise;".

(e) PAYMENT OF PREMIUMS IN INSTALLMENTS FOR RESIDENTIAL PROPERTIES.—Sec-
tion 1306 of the National Flood Insurance Act of 1968 (42 U.S.C. 4013) is amended
by adding at the end the following new subsection:

“(d) PAYMENT OF PREMIUMS IN INSTALLMENTS FOR RESIDENTIAL PROPERTIES.—

“(1) AUTHORITY.—In addition to any other terms and conditions under sub-
section (a), such regulations shall provide that, in the case of any residential
property, premiums for flood insurance coverage made available under this title
for such property may be paid in installments.

“(2) LIMITATIONS.—In implementing the authority under paragraph (1), the
Administrator may establish increased chargeable premium rates and sur-
charges, and deny coverage and establish such other sanctions, as the Adminis-
trator considers necessary to ensure that insureds purchase, pay for, and main-
tain coverage for the full term of a contract for flood insurance coverage or to
prevent insureds from purchasing coverage only for periods during a year when
risk of flooding is comparatively higher or canceling coverage for periods when
such risk is comparatively lower.”.

SEC. 5. REFORMS OF PREMIUM RATES.

(a) INCREASE IN ANNUAL LIMITATION ON PREMIUM INCREASES.—Section 1308(e) of
the National Flood Insurance Act of 1968 (42 U.S.C. 4015(e)) is amended by striking
“10 percent” and inserting “20 percent”.

(b) PHASE-IN OF RATES FOR CERTAIN PROPERTIES IN NEWLY MAPPED AREAS.—

(1) IN GENERAL.—Section 1308 of the National Flood Insurance Act of 1968
(42 U.S.C. 4015) is amended—
(A) in subsection (a), in the matter preceding paragraph (1), by inserting
“or notice” after “prescribe by regulation”;
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(B) in subsection (c), by inserting “and subsection (g)" before the first
comma; and

(C) by adding at the end the following new subsection:

“(g) 5-YEAR PHASE-IN OF FLOOD INSURANCE RATES FOR CERTAIN PROPERTIES IN
NEWLY MAPPED AREAS.—

“(1) 50 PERCENT RATE FOR INITIAL YEAR.—Notwithstanding subsection (c) or
any other provision of law relating to chargeable risk premium rates for flood
insurance coverage under this title, in the case of any area that was not pre-
viously designated as an area having special flood hazards and that, pursuant
to any issuance, revision, updating, or other change in flood insurance maps,
becomes designated as such an area, during the 12-month period that begins,
except as provided in paragraph (2), upon the date that such maps, as issued,
revised, updated, or otherwise changed, become effective, the chargeable pre-
mium rate for flood insurance under this title with respect to any covered prop-
erty that is located within such area shall be 50 percent of the chargeable risk
premium rate otherwise applicable under this title to the property.

“(2) APPLICABILITY TO PREFERRED RISK RATE AREAS.—In the case of any area
described in paragraph (1) that consists of or includes an area that, as of date
of the effectiveness of the flood insurance maps for such area referred to in
paragraph (1) as so issued, revised, updated, or changed, is eligible for any rea-
son for preferred risk rate method premiums for flood insurance coverage and
was eligible for such premiums as of the enactment of the Flood Insurance Re-
form Act of 2011, the 12-month period referred to in paragraph (1) for such area
eligible for preferred risk rate method premiums shall begin upon the expiration
of the period during which such area is eligible for such preferred risk rate
method premiums.

“(3) PHASE-IN OF FULL ACTUARIAL RATES.—With respect to any area described
in paragraph (1), upon the expiration of the 12-month period under paragraph
(1) or (2), as applicable, for such area, the Administrator shall increase the
chargeable risk premium rates for flood insurance under this title for covered
properties in such area by 20 percent, and by 20 percent upon the expiration
of each successive 12-month period thereafter until the chargeable risk pre-
mium rates comply with subsection (c).

“(4) COVERED PROPERTIES.—For purposes of the subsection, the term ‘covered
property’ means any residential property occupied by its owner or a bona fide
tenant as a primary residence.”.

(2) REGULATION OR NOTICE.—The Administrator of the Federal Emergency
Management Agency shall issue an interim final rule or notice to implement
this subsection and the amendments made by this subsection as soon as prac-
ticable after the date of the enactment of this Act.

(c) PHASE-IN OF ACTUARIAL RATES FOR CERTAIN PROPERTIES.—

(1) IN GENERAL.—Section 1308(c) of the National Flood Insurance Act of 1968
(42 U.S.C. 4015(c)) is amended—

(A) by redesignating paragraph (2) as paragraph (7); and

(B) by inserting after paragraph (1) the following new paragraphs:

“(2) COMMERCIAL PROPERTIES.—Any nonresidential property.

“(3) SECOND HOMES AND VACATION HOMES.—Any residential property that is
not the primary residence of any individual.

“(4) HOMES SOLD TO NEW OWNERS.—Any single family property that—

“(A) has been constructed or substantially improved and for which such
construction or improvement was started, as determined by the Adminis-
trator, before December 31, 1974, or before the effective date of the initial
rate map published by the Administrator under paragraph (2) of section
ngO(a) for the area in which such property is located, whichever is later;
an

“(B) is purchased after the effective date of this paragraph, pursuant to
section 5(c)(3)(A) of the Flood Insurance Reform Act of 2011.

“(5) HOMES DAMAGED OR IMPROVED.—Any property that, on or after the date
of the enactment of the Flood Insurance Reform Act of 2011, has experienced
or sustained—

“(A) substantial flood damage exceeding 50 percent of the fair market
value of such property; or

“(B) substantial improvement exceeding 30 percent of the fair market
value of such property.

“(6) HOMES WITH MULTIPLE CLAIMS.—Any severe repetitive loss property (as
such term is defined in section 1361A(b)).".

(2) TECHNICAL AMENDMENTS.—Section 1308 of the National Flood Insurance
Act of 1968 (42 U.S.C. 4015) is amended—

(A) in subsection (c)—
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(i) in the matter preceding paragraph (1), by striking “the limitations
pr%vided under paragraphs (1) and (2)” and inserting “subsection (e)”;
an

(ii) in paragraph (1), by striking “, except” and all that follows
through “subsection (e)”; and

(B) in subsection (e), by striking “paragraph (2) or (3)" and inserting
“paragraph (7)".

(3) EFFECTIVE DATE AND TRANSITION.—

(A) EFFECTIVE DATE.—The amendments made by paragraphs (1) and (2)
shall apply beginning upon the expiration of the 12-month period that be-
gins on the date of the enactment of this Act, except as provided in sub-
paragraph (B) of this paragraph.

(B) TRANSITION FOR PROPERTIES COVERED BY FLOOD INSURANCE UPON EF-
FECTIVE DATE.—

(i) INCREASE OF RATES OVER TIME.—In the case of any property de-
scribed in paragraph (2), (3), (4), (5), or (6) of section 1308(c) of the Na-
tional Flood Insurance Act of 1968, as amended by paragraph (1) of this
subsection, that, as of the effective date under subparagraph (A) of this
paragraph, is covered under a policy for flood insurance made available
under the national flood insurance program for which the chargeable
premium rates are less than the applicable estimated risk premium
rate under section 1307(a)(1) of such Act for the area in which the
property is located, the Administrator of the Federal Emergency Man-
agement Agency shall increase the chargeable premium rates for such
property over time to such applicable estimated risk premium rate
under section 1307(a)(1).

(if) AMOUNT OF ANNUAL INCREASE.—Such increase shall be made by
increasing the chargeable premium rates for the property (after appli-
cation of any increase in the premium rates otherwise applicable to
such property), once during the 12-month period that begins upon the
effective date under subparagraph (A) of this paragraph and once every
12 months thereafter until such increase is accomplished, by 20 percent
(or such lesser amount as may be necessary so that the chargeable rate
does not exceed such applicable estimated risk premium rate or to com-
ply with clause (iii)).

(iii) PROPERTIES SUBJECT TO PHASE-IN AND ANNUAL INCREASES.—In
the case of any pre-FIRM property (as such term is defined in section
578(b) of the National Flood Insurance Reform Act of 1974), the aggre-
gate increase, during any 12-month period, in the chargeable premium
rate for the property that is attributable to this subparagraph or to an
increase described in section 1308(e) of the National Flood Insurance
Act of 1968 may not exceed 20 percent.

(iv) FULL ACTUARIAL RATES.—The provisions of paragraphs (2), (3),
(4), (5), and (6) of such section 1308(c) shall apply to such a property
upon the accomplishment of the increase under this subparagraph and
thereafter.

(d) PROHIBITION OF EXTENSION OF SUBSIDIZED RATES TO LAPSED POLICIES.—Sec-
tion 1308 of the National Flood Insurance Act of 1968 (42 U.S.C. 4015), as amended
by the preceding provisions of this Act, is further amended—

(1) in subsection (e), by inserting “or subsection (h)” after “subsection (c)”;
(2) by adding at the end the following new subsection:

“(h) PROHIBITION OF EXTENSION OF SUBSIDIZED RATES TO LAPSED POLICIES.—Not-
withstanding any other provision of law relating to chargeable risk premium rates
for flood insurance coverage under this title, the Administrator shall not provide
flood insurance coverage under this title for any property for which a policy for such
coverage for the property has previously lapsed in coverage as a result of the delib-
erate choice of the holder of such policy, at a rate less than the applicable estimated
risk premium rates for the area (or subdivision thereof) in which such property is
located.”.

(e) RECOGNITION OF STATE AND LOCAL FUNDING FOR CONSTRUCTION, RECONSTRUC-
TION, AND IMPROVEMENT OF FLOOD PROTECTION SYSTEMS IN DETERMINATION OF
RATES.—

(1) IN GENERAL.—Section 1307 of the National Flood Insurance Act of 1968
(42 U.S.C. 4014) is amended—

(A) in subsection (e)—

(i) in the first sentence, by striking “construction of a flood protection
system” and inserting “construction, reconstruction, or improvement of
a flood protection system (without respect to the level of Federal invest-
ment or participation)”; and
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(i) in the second sentence—

() by striking “construction of a flood protection system” and in-
serting “construction, reconstruction, or improvement of a flood
protection system”; and

(1) by inserting “based on the present value of the completed
system” after “has been expended”; and

(B) in subsection (f)—

(i) in the first sentence in the matter preceding paragraph (1), by in-
serting “(without respect to the level of Federal investment or partici-
pation)” before the period at the end;

(ii) in the third sentence in the matter preceding paragraph (1), by
inserting “, whether coastal or riverine,” after “special flood hazard”;
and

(iti) in paragraph (1), by striking “a Federal agency in consultation
with the local project sponsor” and inserting “the entity or entities that
own, operate, maintain, or repair such system”.

(2) REGULATIONS.—The Administrator of the Federal Emergency Management
Agency shall promulgate regulations to implement this subsection and the
amendments made by this subsection as soon as practicable, but not more than
18 months after the date of the enactment of this Act. Paragraph (3) may not
be construed to annul, alter, affect, authorize any waiver of, or establish any
exception to, the requirement under the preceding sentence.

SEC. 6. TECHNICAL MAPPING ADVISORY COUNCIL.

(a) ESTABLISHMENT.—There is established a council to be known as the Technical
Mapping Advisory Council (in this section referred to as the “Council”).
(b) MEMBERSHIP.—
(1) IN GENERAL.—The Council shall consist of—

(A) the Administrator of the Federal Emergency Management Agency (in
this section referred to as the “Administrator”), or the designee thereof;

(B) the Director of the United States Geological Survey of the Depart-
ment of the Interior, or the designee thereof;

(C) the Under Secretary of Commerce for Oceans and Atmosphere, or the
designee thereof;

(D) the commanding officer of the United States Army Corps of Engi-
neers, or the designee thereof;

(E) the chief of the Natural Resources Conservation Service of the De-
partment of Agriculture, or the designee thereof;

(F) the Director of the United States Fish and Wildlife Service of the De-
partment of the Interior, or the designee thereof;

(G) the Assistant Administrator for Fisheries of the National Oceanic and
Atmospheric Administration of the Department of Commerce, or the des-
ignee thereof; and

(H) 14 additional members to be appointed by the Administrator of the
Federal Emergency Management Agency, who shall be—

(i) an expert in data management;

(if) an expert in real estate;

(iif) an expert in insurance;

(iv) a member of a recognized regional flood and storm water man-
agement organization;

(v) a representative of a State emergency management agency or as-
sociation or organization for such agencies;

(vi) a member of a recognized professional surveying association or
organization;

(vii) a member of a recognized professional mapping association or or-
ganization;

(viii) a member of a recognized professional engineering association
or organization;

(ix) a member of a recognized professional association or organization
representing flood hazard determination firms;

(X) a representative of State national flood insurance coordination of-
fices;

(xi) representatives of two local governments, at least one of whom
is a local levee flood manager or executive, designated by the Federal
Emergency Management Agency as Cooperating Technical Partners;
and

(xii) representatives of two State governments designated by the Fed-
eral Emergency Management Agency as Cooperating Technical States.
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(2) QUALIFICATIONS.—Members of the Council shall be appointed based on
their demonstrated knowledge and competence regarding surveying, cartog-
raphy, remote sensing, geographic information systems, or the technical aspects
of preparing and using flood insurance rate maps. In appointing members under
paragraph (1)(1), the Administrator shall ensure that the membership of the
Council has a balance of Federal, State, local, and private members.

(c) DUTIES.—

(1) NEW MAPPING STANDARDS.—Not later than the expiration of the 12-month
period beginning upon the date of the enactment of this Act, the Council shall
develop and submit to the Administrator and the Congress proposed new map-
ping standards for 100-year flood insurance rate maps used under the national
flood insurance program under the National Flood Insurance Act of 1968. In de-
veloping such proposed standards the Council shall—

(A) ensure that the flood insurance rate maps reflect true risk, including
graduated risk that better reflects the financial risk to each property; such
reflection of risk should be at the smallest geographic level possible (but not
necessarily property-by-property) to ensure that communities are mapped
in a manner that takes into consideration different risk levels within the
community;

(B) ensure the most efficient generation, display, and distribution of flood
risk data, models, and maps where practicable through dynamic digital en-
vironments using spatial database technology and the Internet;

(C) ensure that flood insurance rate maps reflect current hydrologic and
hydraulic data, current land use, and topography, incorporating the most
current and accurate ground and bathymetric elevation data;

(D) determine the best ways to include in such flood insurance rate maps
levees, decertified levees, and areas located below dams, including deter-
mining a methodology for ensuring that decertified levees and other protec-
tions are included in flood insurance rate maps and their corresponding
flood zones reflect the level of protection conferred;

(E) consider how to incorporate restored wetlands and other natural buff-
ers into flood insurance rate maps, which may include wetlands, ground-
water recharge areas, erosion zones, meander belts, endangered species
habitat, barrier islands and shoreline buffer features, riparian forests, and
other features;

(F) consider whether to use vertical positioning (as defined by the Admin-
istrator) for flood insurance rate maps;

(G) ensure that flood insurance rate maps differentiate between a prop-
erty that is located in a flood zone and a structure located on such property
that is not at the same risk level for flooding as such property due to the
elevation of the structure;

(H) ensure that flood insurance rate maps take into consideration the
best scientific data and potential future conditions (including projections for
sea level rise); and

(1) consider how to incorporate the new standards proposed pursuant to
this paragraph in existing mapping efforts.

(2) ONGOING DUTIES.—The Council shall, on an ongoing basis, review the
mapping protocols developed pursuant to paragraph (1), and make recommenda-
tions to the Administrator when the Council determines that mapping protocols
should be altered.

(3) MEETINGS.—In carrying out its duties under this section, the Council shall
consult with stakeholders through at least 4 public meetings annually, and
shall seek input of all stakeholder interests including State and local represent-
atives, environmental and conservation organizations, insurance industry rep-
resentatives, advocacy groups, planning organizations, and mapping organiza-
tions.

(d) PROHIBITION ON COMPENSATION.—Members of the Council shall receive no ad-
ditional compensation by reason of their service on the Council.

(e) CHAIRPERSON.—The Administrator shall serve as the Chairperson of the Coun-
cil.

(f) STAFF.—

(1) FEMA.—Upon the request of the Council, the Administrator may detail,
on a nonreimbursable basis, personnel of the Federal Emergency Management
Agency to assist the Council in carrying out its duties.

(2) OTHER FEDERAL AGENCIES.—Upon request of the Council, any other Fed-
eral agency that is a member of the Council may detail, on a non-reimbursable
basis, personnel to assist the Council in carrying out its duties.
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(g) POWERS.—In carrying out this section, the Council may hold hearings, receive
evidence and assistance, provide information, and conduct research, as the Council
considers appropriate.

(h) TERMINATION.—The Council shall terminate upon the expiration of the 5-year
period beginning on the date of the enactment of this Act.

SEC. 7. FEMA INCORPORATION OF NEW MAPPING PROTOCOLS.

(a) NEW RATE MAPPING STANDARDS.—Not later than the expiration of the 6-month
period beginning upon submission by the Technical Mapping Advisory Council
under section 6 of the proposed new mapping standards for flood insurance rate
maps used under the national flood insurance program developed by the Council
pursuant to section 6(c), the Administrator of the Federal Emergency Management
Agency (in this section referred to as the “Administrator”) shall establish new stand-
ards for such rate maps based on such proposed new standards and the rec-
ommendations of the Council.

(b) REQUIREMENTS.—The new standards for flood insurance rate maps established
by the Administrator pursuant to subsection (a) shall—

(1) delineate and include in any such rate maps—

(A) all areas located within the 100-year flood plain;

(B) areas of residual risk, including areas behind levees, dams, and other
man-made structures; and

(C) areas subject to graduated and other risk levels, to the maximum ex-
tent possible;

(2) ensure that any such rate maps—

(A) include levees, including decertified levees, and the level of protection
they confer;

(B) reflect current land use and topography and incorporate the most cur-
rent and accurate ground level data;

(C) take into consideration the impacts and use of fill and the flood risks
associated with altered hydrology;

(D) differentiate between a property that is located in a flood zone and
a structure located on such property that is not at the same risk level for
flooding as such property due to the elevation of the structure;

(E) identify and incorporate natural features and their associated flood
protection benefits into mapping and rates; and

(F) identify, analyze, and incorporate the impact of significant changes to
building and development throughout any river or costal water system, in-
cluding all tributaries, which may impact flooding in areas downstream;
and

(3) provide that such rate maps are developed on a watershed basis.

(c) REPORT.—If, in establishing new standards for flood insurance rate maps pur-
suant to subsection (a) of this section, the Administrator does not implement all of
the recommendations of the Council made under the proposed new mapping stand-
ards developed by the Council pursuant to section 6(c), upon establishment of the
new standards the Administrator shall submit a report to the Committee on Finan-
cial Services of the House of Representatives and the Committee on Banking, Hous-
ing, and Urban Affairs of the Senate specifying which such recommendations were
not adopted and explaining the reasons such recommendations were not adopted.

(d) IMPLEMENTATION.—The Administrator shall, not later than the expiration of
the 6-month period beginning upon establishment of the new standards for flood in-
surance rate maps pursuant to subsection (a) of this section, commence use of the
new standards and updating of flood insurance rate maps in accordance with the
new standards. Not later than the expiration of the 5-year period beginning upon
the establishment of such new standards, the Administrator shall complete updat-
ing of all flood insurance rate maps in accordance with the new standards, subject
to the availability of sufficient amounts for such activities provided in appropriation
Acts.

(e) TEMPORARY SUSPENSION OF MANDATORY PURCHASE REQUIREMENT FOR CER-
TAIN PROPERTIES.—

(1) SUBMISSION OF ELEVATION CERTIFICATE.—Subject to paragraphs (2) and (3)
of this subsection, subsections (a), (b), and (e) of section 102 of the Flood Dis-
aster Protection Act of 1973 (42 U.S.C. 4012a), and section 202(a) of such Act,
shall not apply to a property located in an area designated as having a special
flood hazard if the owner of such property submits to the Administrator an ele-
vation certificate for such property showing that the lowest level of the primary
residence on such property is at an elevation that is at least three feet higher
than the elevation of the 100-year flood plain.

(2) REVIEW OF SURVEY.—The Administrator shall accept as conclusive each
elevation survey submitted under paragraph (1) unless the Administrator con-
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ducts a subsequent elevation survey and determines that the lowest level of the
primary residence on the property in question is not at an elevation that is at
least three feet higher than the elevation of the 100-year flood plain. The Ad-
ministrator shall provide any such subsequent elevation survey to the owner of
such property.

(3) DETERMINATIONS FOR PROPERTIES ON BORDERS OF SPECIAL FLOOD HAZARD
AREAS.—

(A) EXPEDITED DETERMINATION.—In the case of any survey for a property
submitted to the Administrator pursuant to paragraph (1) showing that a
portion of the property is located within an area having special flood haz-
ards and that a structure located on the property is not located within such
area having special flood hazards, the Administrator shall expeditiously
process any request made by an owner of the property for a determination
pursuant to paragraph (2) or a determination of whether the structure is
located within the area having special flood hazards.

(B) PROHIBITION OF FEE.—If the Administrator determines pursuant to
subparagraph (A) that the structure on the property is not located within
the area having special flood hazards, the Administrator shall not charge
a fee for reviewing the flood hazard data and shall not require the owner
to provide any additional elevation data.

(C) SIMPLIFICATION OF REVIEW PROCESS.—The Administrator shall col-
laborate with private sector flood insurers to simplify the review process for
properties described in subparagraph (A) and to ensure that the review
process provides for accurate determinations.

(4) TERMINATION OF AUTHORITY.—This subsection shall cease to apply to a
property on the date on which the Administrator updates the flood insurance
rate map that applies to such property in accordance with the requirements of
subsection (d).

SEC. 8. TREATMENT OF LEVEES.

Section 1360 of the National Flood Insurance Act of 1968 (42 U.S.C. 4101) is
amended by adding at the end the following new subsection:

“(k) TREATMENT OF LEVEES.—The Administrator may not issue flood insurance
maps, or make effective updated flood insurance maps, that omit or disregard the
actual protection afforded by an existing levee, floodwall, pump or other flood pro-
tection feature, regardless of the accreditation status of such feature.”.

SEC. 9. PRIVATIZATION INITIATIVES.

(a) FEMA AND GAO REPORTS.—Not later than the expiration of the 18-month pe-
riod beginning on the date of the enactment of this Act, the Administrator of the
Federal Emergency Management Agency and the Comptroller General of the United
States shall each conduct a separate study to assess a broad range of options, meth-
ods, and strategies for privatizing the national flood insurance program and shall
each submit a report to the Committee on Financial Services of the House of Rep-
resentatives and the Committee on Banking, Housing, and Urban Affairs of the Sen-
ate with recommendations for the best manner to accomplish such privatization.

(b) PRIVATE RISK-MANAGEMENT INITIATIVES.—

(1) AUTHORITY.—The Administrator of the Federal Emergency Management
Agency may carry out such private risk-management initiatives under the na-
tional flood insurance program as the Administrator considers appropriate to
determine the capacity of private insurers, reinsurers, and financial markets to
assist communities, on a voluntary basis only, in managing the full range of fi-
nancial risks associated with flooding.

(2) ASSESSMENT.—Not later than the expiration of the 12-month period begin-
ning on the date of the enactment of this Act, the Administrator shall assess
the capacity of the private reinsurance, capital, and financial markets by seek-
ing proposals to assume a portion of the program’s insurance risk and submit
to the Congress a report describing the response to such request for proposals
and the results of such assessment.

(3) PROTOCOL FOR RELEASE OF DATA.—The Administrator shall develop a pro-
tocol to provide for the release of data sufficient to conduct the assessment re-
quired under paragraph (2).

(c) REINSURANCE.—The National Flood Insurance Act of 1968 is amended—

(1) in section 1331(a)(2) (42 U.S.C. 4051(a)(2)), by inserting “, including as re-
insurance of insurance coverage provided by the flood insurance program” be-
fore “, on such terms”;

(2) in section 1332(c)(2) (42 U.S.C. 4052(c)(2)), by inserting “or reinsurance”
after “flood insurance coverage”;

(3) in section 1335(a) (42 U.S.C. 4055(a))—

(A) by inserting “(1)" after “(a)”; and
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(B) by adding at the end the following new paragraph:

“(2) The Administrator is authorized to secure reinsurance coverage of coverage
provided by the flood insurance program from private market insurance, reinsur-
ance, and capital market sources at rates and on terms determined by the Adminis-
trator to be reasonable and appropriate in an amount sufficient to maintain the
ability of the program to pay claims and that minimizes the likelihood that the pro-
gram will utilize the borrowing authority provided under section 1309.";

(4) in section 1346(a) (12 U.S.C. 4082(a))—

(A) in the matter preceding paragraph (1), by inserting “, or for purposes
of securing reinsurance of insurance coverage provided by the program,” be-
fore “of any or all of”;

(B) in paragraph (1)—

(i) by striking “estimating” and inserting “Estimating”; and

(i1) by striking the semicolon at the end and inserting a period,;
(C) in paragraph (2)—

(i) by striking “receiving” and inserting “Receiving”; and

(i1) by striking the semicolon at the end and inserting a period;
(D) in paragraph (3)—

(i) by striking “making” and inserting “Making”; and

(in) by striking “; and” and inserting a period;
(E) in paragraph (4)—

(i) by striking “otherwise” and inserting “Otherwise”; and

(i1) by redesignating such paragraph as paragraph (5); and

(F) by inserting after paragraph (3) the following new paragraph:

“(4) Placing reinsurance coverage on insurance provided by such program.”;
and

(5) in section 1370(a)(3) (42 U.S.C. 4121(a)(3)), by inserting before the semi-
colon at the end the following: “, is subject to the reporting requirements of the
Securities Exchange Act of 1934, pursuant to section 13(a) or 15(d) of such Act
(15 U.S.C. 78m(a), 780(d)), or is authorized by the Administrator to assume re-
insurance on risks insured by the flood insurance program”.

(d) ASSESSMENT OF CLAIMS-PAYING ABILITY.—

(1) ASSESSMENT.—Not later than September 30 of each year, the Adminis-
trator of the Federal Emergency Management Agency shall conduct an assess-
ment of the claims-paying ability of the national flood insurance program, in-
cluding the program’s utilization of private sector reinsurance and reinsurance
equivalents, with and without reliance on borrowing authority under section
1309 of the National Flood Insurance Act of 1968 (42 U.S.C. 4016). In con-
ducting the assessment, the Administrator shall take into consideration regional
concentrations of coverage written by the program, peak flood zones, and rel-
evant mitigation measures.

(2) REPORT.—The Administrator shall submit a report to the Congress of the
results of each such assessment, and make such report available to the public,
not later than 30 days after completion of the assessment.

SEC. 10. FEMA ANNUAL REPORT ON INSURANCE PROGRAM.

Secaiogl 1320 of the National Flood Insurance Act of 1968 (42 U.S.C. 4027) is
amended—
(1) in the section heading, by striking “REPORT TO THE PRESIDENT” and insert-
ing “ANNUAL REPORT TO CONGRESS”;
(2) in subsection (a)—
(A) by striking “biennially”;
(B) by striking “the President for submission to”; and
(C) by inserting “not later than June 30 of each year” before the period
at the end;
(3) in subsection (b), by striking “biennial” and inserting “annual”; and
(4) by adding at the end the following new subsection:

“(c) FINANCIAL STATUS OF PROGRAM.—The report under this section for each year
shall include information regarding the financial status of the national flood insur-
ance program under this title, including a description of the financial status of the
National Flood Insurance Fund and current and projected levels of claims, premium
receipts, expenses, and borrowing under the program.”.

SEC. 11. ACTUARIAL RATES FOR SEVERE REPETITIVE LOSS PROPERTIES REFUSING MITIGA-
TION OR PURCHASE OFFERS.
Subsection (h) of section 1361A of the National Flood Insurance Act of 1968 (42
U.S.C. 4102a(h)) is amended—
(1) in paragraph (1)—
(A) in subparagraph (B), by striking “150 percent” and all that follows
through “paragraph (3)” and inserting “the applicable estimated risk pre-
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mium rate for such coverage for the area (or subdivision thereof) deter-
mined in accordance with section 1307(a), subject to phase-in of such rates
in the same manner provided under paragraph (2) of section 1308(g) for
properties described in paragraph (1) of such section”; and

(B) by inserting after and below subparagraph (B) the following:

“An offer to take action under paragraph (1) or (2) of subsection (c) shall be
considered to be made for purposes of this paragraph with respect to a severe
repetitive loss property regardless of the time that the offer was made and re-
gardless of whether the Administrator has transferred financial assistance
under this section to the State or community making the offer for funding such
action, but only if the owner of the property is provided a reasonable period of
time, not to exceed 15 days, to respond to the offer.”;

(2) by striking paragraphs (2) and (3); and

(3) by redesignating paragraphs (4) through (6) as paragraphs (2) through (4),
respectively.

SEC. 12. MITIGATION ASSISTANCE.

Subsection (e) of section 1366 of the National Flood Insurance Act of 1968 (42
U.S.C. 4104c(e)) is amended by adding at the end the following new paragraph:

“(6) ELIGIBILITY OF DEMOLITION AND REBUILDING OF PROPERTIES.—The Admin-
istrator shall consider as an eligible activity the demolition and rebuilding of
properties to at least base flood levels or higher, if required by the Adminis-
trator or if required by any State or local ordinance, and in accordance with
project implementation criteria established by the Administrator.”.

SEC. 13. GRANTS FOR DIRECT FUNDING OF MITIGATION ACTIVITIES FOR INDIVIDUAL REPET-
ITIVE CLAIMS PROPERTIES.
(a) DIRECT GRANTS TO OWNERS.—Section 1323 of the National Flood Insurance
Act of 1968 (42 U.S.C. 4030) is amended—
(1) in the section heading, by inserting “direct” pefore “grants”; gnd
(2) in subsection (a), in the the matter preceding paragraph (1)—
(A) by inserting “, to owners of such properties,” before “for mitigation ac-
tions”; and
(B) by striking “1” and inserting “two”.
(b) AVAILABILITY OF FUNDS.—Paragraph (9) of section 1310(a) of the National
Flood Insurance Act of 1968 (42 U.S.C. 4017(a)) is amended by inserting “which
shall remain available until expended,” after “any fiscal year,”.

SEC. 14. NOTIFICATION TO HOMEOWNERS REGARDING MANDATORY PURCHASE REQUIRE-
MENT APPLICABILITY AND RATE PHASE-INS.

Section 201 of the Flood Disaster Protection Act of 1973 (42 U.S.C. 4105) is
amended by adding at the end the following new subsection:

“(f) ANNUAL NOTIFICATION.—The Administrator, in consultation with affected com-
munities, shall establish and carry out a plan to notify residents of areas having
special flood hazards, on an annual basis—

“(1) that they reside in such an area;

“(2) of the geographical boundaries of such area;

“(3) of whether section 1308(h) of the National Flood Insurance Act of 1968
applies to properties within such area;

“(4) of the provisions of section 102 requiring purchase of flood insurance cov-
erage for properties located in such an area, including the date on which such
provisions apply with respect to such area, taking into consideration section
102(i); and

“(5) of a general estimate of what similar homeowners in similar areas typi-
cally pay for flood insurance coverage, taking into consideration section 1308(g)
of the National Flood Insurance Act of 1968.".

SEC. 15. NOTIFICATION OF ESTABLISHMENT OF FLOOD ELEVATIONS.

Section 1360 of the National Flood Insurance Act of 1968 (42 U.S.C. 4101), as
amended by the preceding provisions of this Act, is further amended by adding at
the end the following new subsection:

“(I) NOTIFICATION TO MEMBERS OF CONGRESS OF MAP MODERNIZATION.—Upon any
revision or update of any floodplain area or flood-risk zone pursuant to subsection
(f), any decision pursuant to subsection (f)(1) that such revision or update is nec-
essary, any issuance of preliminary maps for such revision or updating, or any other
significant action relating to any such revision or update, the Administrator shall
notify the Senators for each State affected, and each Member of the House of Rep-
resentatives for each congressional district affected, by such revision or update in
writing of the action taken.”.
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SEC. 16. NOTIFICATION TO TENANTS OF AVAILABILITY OF CONTENTS INSURANCE.

The National Flood Insurance Act of 1968 is amended by inserting after section
1308 (42 U.S.C. 4015) the following new section:

“SEC. 1308A. NOTIFICATION TO TENANTS OF AVAILABILITY OF CONTENTS INSURANCE.

“(a) IN GENERAL.—The Administrator shall, upon entering into a contract for flood
insurance coverage under this title for any property—
“(1) provide to the insured sufficient copies of the notice developed pursuant
to subsection (b); and
“(2) require the insured to provide a copy of the notice, or otherwise provide
notification of the information under subsection (b) in the manner that the man-
ager or landlord deems most appropriate, to each such tenant and to each new
tenant upon commencement of such a tenancy.
“(b) NOTICE.—Notice to a tenant of a property in accordance with this subsection
is written notice that clearly informs a tenant—
“(1) whether the property is located in an area having special flood hazards;
“(2) that flood insurance coverage is available under the national flood insur-
ance program under this title for contents of the unit or structure leased by the
tenant;
“(3) of the maximum amount of such coverage for contents available under
this title at that time; and
“(4) of where to obtain information regarding how to obtain such coverage, in-
cluding a telephone number, mailing address, and Internet site of the Adminis-
trator where such information is available.”.

SEC. 17. NOTIFICATION TO POLICY HOLDERS REGARDING DIRECT MANAGEMENT OF POLICY
BY FEMA.
Part C of chapter Il of the National Flood Insurance Act of 1968 (42 U.S.C. 4081
et seq.) is amended by adding at the end the following new section:

“SEC. 1349. NOTIFICATION TO POLICY HOLDERS REGARDING DIRECT MANAGEMENT OF POL-
ICY BY FEMA.

“(a) NOTIFICATION.—Not later than 60 days before the date on which a transferred
flood insurance policy expires, and annually thereafter until such time as the Fed-
eral Emergency Management Agency is no longer directly administering such policy,
the Administrator shall notify the holder of such policy that—

“(1) the Federal Emergency Management Agency is directly administering the
policy;

“(2) such holder may purchase flood insurance that is directly administered
by an insurance company; and

“(3) purchasing flood insurance offered under the National Flood Insurance
Program that is directly administered by an insurance company will not alter
the coverage provided or the premiums charged to such holder that otherwise
would be provided or charged if the policy was directly administered by the Fed-
eral Emergency Management Agency.

“(b) DEFINITION.—In this section, the term ‘transferred flood insurance policy’
means a flood insurance policy that—

“(1) was directly administered by an insurance company at the time the policy
was originally purchased by the policy holder; and

“(2) at the time of renewal of the policy, direct administration of the policy
was or will be transferred to the Federal Emergency Management Agency.”.

SEC. 18. NOTICE OF AVAILABILITY OF FLOOD INSURANCE AND ESCROW IN RESPA GOOD
FAITH ESTIMATE.

Subsection (c) of section 5 of the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. 2604(c)) is amended by adding at the end the following new sentence:
“Each such good faith estimate shall include the following conspicuous statements
and information: (1) that flood insurance coverage for residential real estate is gen-
erally available under the national flood insurance program whether or not the real
estate is located in an area having special flood hazards and that, to obtain such
coverage, a home owner or purchaser should contact the national flood insurance
program; (2) a telephone number and a location on the Internet by which a home
owner or purchaser can contact the national flood insurance program; and (3) that
the escrowing of flood insurance payments is required for many loans under section
102(d) of the Flood Disaster Protection Act of 1973, and may be a convenient and
available option with respect to other loans.”.
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SEC. 19. REIMBURSEMENT FOR COSTS INCURRED BY HOMEOWNERS OBTAINING LETTERS OF
MAP AMENDMENT.

(@) IN GENERAL.—Section 1360 of the National Flood Insurance Act of 1968 (42
U.S.C. 4101), as amended by the preceding provisions of this Act, is further amend-
ed by adding at the end the following new subsection:

“(m) REIMBURSEMENT.—

“(1) REQUIREMENT UPON BONA FIDE OFFER.—If an owner of any property lo-
cated in an area described in section 102(i)(3) of the Flood Disaster Protection
Act of 1973 obtains a letter of map amendment due to a bona fide error on the
part of the Administrator of the Federal Emergency Management Agency, the
Administrator shall reimburse such owner, or such entity or jurisdiction acting
on such owner’'s behalf, for any reasonable costs incurred in obtaining such let-
ter.

“(2) REASONABLE COSTS.—The Administrator shall, by regulation or notice, de-
termine a reasonable amount of costs to be reimbursed under paragraph (1), ex-
cept that such costs shall not include legal or attorneys fees. In determining the
reasonableness of costs, the Administrator shall only consider the actual costs
to the owner of utilizing the services of an engineer, surveyor, or similar serv-
ices.”.

(b) REGULATIONS.—Not later than 90 days after the date of the enactment of this
Act, the Administrator of the Federal Emergency Management Agency shall issue
the regulations or notice required under section 1360(m)(2) of the National Flood In-
surance Act of 1968, as added by the amendment made by subsection (a) of this sec-
tion.

SEC. 20. TREATMENT OF SWIMMING POOL ENCLOSURES OUTSIDE OF HURRICANE SEASON.

Chapter | of the National Flood Insurance Act of 1968 (42 U.S.C. 4001 et seq.)
is amended by adding at the end the following new section:

“SEC. 1325. TREATMENT OF SWIMMING POOL ENCLOSURES OUTSIDE OF HURRICANE SEASON.

“In the case of any property that is otherwise in compliance with the coverage and
building requirements of the national flood insurance program, the presence of an
enclosed swimming pool located at ground level or in the space below the lowest
floor of a building after November 30 and before June 1 of any year shall have no
effect on the terms of coverage or the ability to receive coverage for such building
under the national flood insurance program established pursuant to this title, if the
pool is enclosed with non-supporting breakaway walls.”.

SEC. 21. CDBG ELIGIBILITY FOR FLOOD INSURANCE OUTREACH ACTIVITIES AND COMMUNITY
BUILDING CODE ADMINISTRATION GRANTS.
Section 105(a) of the Housing and Community Development Act of 1974 (42
U.S.C. 5305(a)) is amended—

(1) in paragraph (24), by striking “and” at the end;

(2) in paragraph (25), by striking the period at the end and inserting a semi-
colon; and

(3) by adding at the end the following new paragraphs:

“(26) supplementing existing State or local funding for administration of
building code enforcement by local building code enforcement departments, in-
cluding for increasing staffing, providing staff training, increasing staff com-
petence and professional qualifications, and supporting individual certification
or departmental accreditation, and for capital expenditures specifically dedi-
cated to the administration of the building code enforcement department, except
that, to be eligible to use amounts as provided in this paragraph—

“(A) a building code enforcement department shall provide matching, non-
Federal funds to be used in conjunction with amounts used under this para-
graph in an amount—

“(i) in the case of a building code enforcement department serving an
area with a population of more than 50,000, equal to not less than 50
percent of the total amount of any funds made available under this title
that are used under this paragraph;

“(ii) in the case of a building code enforcement department serving
an area with a population of between 20,001 and 50,000, equal to not
less than 25 percent of the total amount of any funds made available
under this title that are used under this paragraph; and

“(iii) in the case of a building code enforcement department serving
an area with a population of less than 20,000, equal to not less than
12.5 percent of the total amount of any funds made available under
this title that are used under this paragraph;

except that the Secretary may waive the matching fund requirements under
this subparagraph, in whole or in part, based upon the level of economic
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distress of the jurisdiction in which is located the local building code en-
forcement department that is using amounts for purposes under this para-
graph, and shall waive such matching fund requirements in whole for any
recipient jurisdiction that has dedicated all building code permitting fees to
the conduct of local building code enforcement; and

“(B) any building code enforcement department using funds made avail-
able under this title for purposes under this paragraph shall empanel a
code administration and enforcement team consisting of at least 1 full-time
building code enforcement officer, a city planner, and a health planner or
similar officer; and

“(27) provision of assistance to local governmental agencies responsible for
floodplain management activities (including such agencies of Indians tribes, as
such term is defined in section 4 of the Native American Housing Assistance
and Self-Determination Act of 1996 (25 U.S.C. 4103)) in communities that par-
ticipate in the national flood insurance program under the National Flood In-
surance Act of 1968 (42 U.S.C. 4001 et seq.), only for carrying out outreach ac-
tivities to encourage and facilitate the purchase of flood insurance protection
under such Act by owners and renters of properties in such communities and
to promote educational activities that increase awareness of flood risk reduc-
tion; except that—

“(A) amounts used as provided under this paragraph shall be used only
for activities designed to—

“(i) identify owners and renters of properties in communities that
participate in the national flood insurance program, including owners
of residential and commercial properties;

“(ii) notify such owners and renters when their properties become in-
cluded in, or when they are excluded from, an area having special flood
hazards and the effect of such inclusion or exclusion on the applica-
bility of the mandatory flood insurance purchase requirement under
section 102 of the Flood Disaster Protection Act of 1973 (42 U.S.C.
4012a) to such properties;

“(iii) educate such owners and renters regarding the flood risk and
reduction of this risk in their community, including the continued flood
risks to areas that are no longer subject to the flood insurance manda-
tory purchase requirement;

“(iv) educate such owners and renters regarding the benefits and
costs of maintaining or acquiring flood insurance, including, where ap-
plicable, lower-cost preferred risk policies under this title for such prop-
erties and the contents of such properties;

“(v) encourage such owners and renters to maintain or acquire such
coverage;

“(vi) notify such owners of where to obtain information regarding how
to obtain such coverage, including a telephone number, mailing ad-
dress, and Internet site of the Administrator of the Federal Emergency
Management Agency (in this paragraph referred to as the ‘Adminis-
trator’) where such information is available; and

“(vii) educate local real estate agents in communities participating in
the national flood insurance program regarding the program and the
availability of coverage under the program for owners and renters of
properties in such communities, and establish coordination and liaisons
with such real estate agents to facilitate purchase of coverage under
the National Flood Insurance Act of 1968 and increase awareness of
flood risk reduction;

“(B) in any fiscal year, a local governmental agency may not use an
amount under this paragraph that exceeds 3 times the amount that the
agency certifies, as the Secretary, in consultation with the Administrator,
shall require, that the agency will contribute from non-Federal funds to be
used with such amounts used under this paragraph only for carrying out
activities described in subparagraph (A); and for purposes of this subpara-
graph, the term ‘non-Federal funds' includes State or local government
agency amounts, in-kind contributions, any salary paid to staff to carry out
the eligible activities of the local governmental agency involved, the value
of the time and services contributed by volunteers to carry out such services
(at a rate determined by the Secretary), and the value of any donated mate-
rial or building and the value of any lease on a building;

“(C) a local governmental agency that uses amounts as provided under
this paragraph may coordinate or contract with other agencies and entities
having particular capacities, specialties, or experience with respect to cer-
tain populations or constituencies, including elderly or disabled families or
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persons, to carry out activities described in subparagraph (A) with respect
to such populations or constituencies; and

“(D) each local government agency that uses amounts as provided under
this paragraph shall submit a report to the Secretary and the Adminis-
trator, not later than 12 months after such amounts are first received,
which shall include such information as the Secretary and the Adminis-
trator jointly consider appropriate to describe the activities conducted using
such amounts and the effect of such activities on the retention or acquisi-
tion of flood insurance coverage.”.

SEC. 22. TECHNICAL CORRECTIONS.

(a) FLOOD DISASTER PROTECTION ACT OF 1973.—The Flood Disaster Protection Act
of 1973 (42 U.S.C. 4002 et seq.) is amended—
(1) by striking “Director” each place such term appears, except in section
102(f)(3) (42 U.S.C. 4012a(f)(3)), and inserting “Administrator”; and
(2) in section 201(b) (42 U.S.C. 4105(b)), by striking “Director’s” and inserting
“Administrator’s”.
(b) NATIONAL FLOOD INSURANCE ACT OF 1968.—The National Flood Insurance Act
of 1968 (42 U.S.C. 4001 et seq.) is amended—
(1) by striking “Director” each place such term appears and inserting “Admin-
istrator”; and
(2) in sections 1363 (42 U.S.C. 4104), by striking “Director's” each place such
term appears and inserting “Administrator’s”.
(c) FEDERAL FLOOD INSURANCE ACT OF 1956.—Section 15(e) of the Federal Flood
Insurance Act of 1956 (42 U.S.C. 2414(e)) is amended by striking “Director” each
place such term appears and inserting “Administrator”.

SEC. 23. REPORT ON WRITE-YOUR-OWN PROGRAM.

Not later than one year after the date of the enactment of this Act, the Adminis-
trator of the Federal Emergency Management Agency shall submit to Congress a
report describing procedures and policies that the Administrator can implement to
limit the percentage of flood insurance polices directly managed by the Agency to
not more than 10 percent, if possible, of all flood insurance policies issued in accord-
ance with the National Flood Insurance Program.

SEC. 24. STUDIES OF VOLUNTARY COMMUNITY-BASED FLOOD INSURANCE OPTIONS.

(a) STUDIES.—The Administrator of the Federal Emergency Management Agency
and the Comptroller General of the United States shall each conduct a separate
study to assess options, methods, and strategies for offering voluntary community-
based flood insurance policy options and incorporating such options into the national
flood insurance program. Such studies shall take into consideration and analyze how
the policy options would affect communities having varying economic bases, geo-
graphic locations, flood hazard characteristics or classifications, and flood manage-
ment approaches.

(b) REPORTS.—Not later than the expiration of the 18-month period beginning on
the date of the enactment of this Act, the Administrator of the Federal Emergency
Management Agency and the Comptroller General of the United States shall each
submit a report to the Committee on Financial Services of the House of Representa-
tives and the Committee on Banking, Housing, and Urban Affairs of the Senate on
the results and conclusions of the study such agency conducted under subsection (a),
and each such report shall include recommendations for the best manner to incor-
porate voluntary community-based flood insurance options into the national flood in-
surance program and for a strategy to implement such options that would encourage
communities to undertake flood mitigation activities.

SEC. 25. REPORT ON INCLUSION OF BUILDING CODES IN FLOODPLAIN MANAGEMENT CRI-
TERIA.

Not later than the expiration of the 6-month period beginning on the date of the
enactment of this Act, the Administrator of the Federal Emergency Management
Agency shall conduct a study and submit a report to the Committee on Financial
Services of the House of Representatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate regarding the impact, effectiveness, and feasibility
of amending section 1361 of the National Flood Insurance Act of 1968 (42 U.S.C.
4102) to include widely used and nationally recognized building codes as part of the
floodplain management criteria developed under such section, and shall determine—

(1) the regulatory, financial, and economic impacts of such a building code re-
quirement on homeowners, States and local communities, local land use poli-
cies, and the Federal Emergency Management Agency;

(2) the resources required of State and local communities to administer and
enforce such a building code requirement;
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(3) the effectiveness of such a building code requirement in reducing flood-re-
lated damage to buildings and contents;

(4) the impact of such a building code requirement on the actuarial soundness
of the National Flood Insurance Program;

(5) the effectiveness of nationally recognized codes in allowing innovative ma-
terials and systems for flood-resistant construction;

(6) the feasibility and effectiveness of provndmg an incentive in lower pre-
mium rates for flood insurance coverage under such Act for structures meeting
whichever of such widely used and nationally recognized building code or any
applicable local building code provides greater protection from flood damage;

(7) the impact of such a building code requirement on rural communities with
different building code challenges than more urban environments; and

(8) the impact of such a building code requirement on Indian reservations.

SEC. 26. STUDY ON GRADUATED RISK.

(a) STUDY.— The National Academy of Sciences shall conduct a study exploring
methods for understanding graduated risk behind levees and the associated land de-
velopment, insurance, and risk communication dimensions, which shall—

(1) research, review, and recommend current best practices for estimating di-
rect annualized flood losses behind levees for residential and commercial struc-
tures;

(2) rank such practices based on their best value, balancing cost, scientific in-
tegrity, and the inherent uncertainties associated with all aspects of the loss es-
timate, including geotechnical engineering, flood frequency estimates, economic
value, and direct damages;

(3) research, review, and identify current best floodplain management and
land use practices behind levees that effectively balance social, economic, and
environmental considerations as part of an overall flood risk management strat-
egy;

(4) identify examples where such practices have proven effective and rec-
ommend methods and processes by which they could be applied more broadly
across the United States, given the variety of different flood risks, State and
local legal frameworks, and evolving judicial opinions;

(5) research, review, and identify a variety of flood insurance pricing options
for flood hazards behind levees which are actuarially sound and based on the
flood risk data developed using the top three best value approaches identified
pursuant to paragraph (1);

(6) evaluate and recommend methods to reduce insurance costs through cre-
ative arrangements between insureds and insurers while keeping a clear ac-
counting of how much financial risk is being borne by various parties such that
the entire risk is accounted for, including establishment of explicit limits on dis-
aster aid or other assistance in the event of a flood; and

(7) taking into consideration the recommendations pursuant to paragraphs (1)
through (3), recommend approaches to communicating the associated risks to
community officials, homeowners, and other residents.

(b) REPORT.—Not later than the expiration of the 12-month period beginning on
the date of the enactment of this Act, the National Academy of Sciences shall sub-
mit a report to the Committees on Financial Services and Science, Space, and Tech-
nology of the House of Representatives and the Committees on Banking, Housing,
and Urban Affairs and Commerce, Science and Transportation of the Senate on the
study under subsection (a) including the information and recommendations required
under such subsection.

SEC. 27. NO CAUSE OF ACTION.

No cause of action shall exist and no claim may be brought against the United
States for violation of any notification requirement imposed upon the United States
by this Act or any amendment made by this Act.

PURPOSE AND SUMMARY

H.R. 1309, the Flood Insurance Reform Act of 2011, reauthorizes
the National Flood Insurance Program (NFIP) through September
30, 2016, and amends the National Flood Insurance Act to ensure
the immediate and near-term fiscal and administrative health of
the NFIP. The bill also ensures the NFIP’s continued viability by
encouraging broader participation in the program, increasing finan-
cial accountability, eliminating unnecessary rate subsidies, and up-
dating the program to meet the needs of the 21st century. The key
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provisions of H.R. 1309 include: (1) a five-year reauthorization of
the NFIP; (2) a three-year delay in the mandatory purchase re-
quirement for certain properties in newly designated Special Flood
Hazard Areas (SFHASs); (3) a phase-in of full-risk, actuarial rates
for areas newly designated as Special Flood Hazard; (4) a reinstate-
ment of the Technical Mapping Advisory Council; and (5) an em-
phasis on greater private sector participation in providing flood in-
surance coverage.

BACKGROUND AND NEED FOR LEGISLATION

In 1968, Congress created the National Flood Insurance Program
(NFIP) to address the nation’s flood exposure and the need to al-
leviate taxpayers’ responsibility for flood losses paid out in the form
of post-disaster relief following annual flooding and severe flooding
following hurricanes. At the time, Congress recognized that the in-
herent challenges of managing flood risk were too great for the pri-
vate sector and that no viable private sector insurance alternative
existed. The Flood Disaster Protection Act of 1973 established a
mandatory flood insurance purchase requirement for structures lo-
cated in identified Special Flood Hazard Areas.

Under the 1973 Act, Federally regulated lenders were obligated
to require flood insurance on any mortgage issued or guaranteed by
the Federal government in a designated SFHA in a participating
community. By 1994, lax enforcement of the mandatory purchase
requirements led Congress to require lenders to purchase coverage
on behalf of—and bill premiums to—mortgagees who failed to pur-
chase coverage on their own (called “forced placed insurance”).
Since 1994, lenders who fail to enforce the mandatory purchase re-
quirement have been subject to civil penalties.

Eligible homeowners, renters, and business owners purchase cov-
erage under the program either directly from the NFIP or, more
often, from private insurers that voluntarily participate in the
Write Your Own (WYO) program. WYO insurers take responsibility
for policy administration and claims processing but assume no fi-
nancial risk in settling claims. As of 2010, there are approximately
5.6 million residential and commercial policyholders under the
NFIP.

The NFIP is administered by the Federal Emergency Manage-
ment Agency (FEMA), which is housed in the Department of Home-
land Security. The NFIP reduces future flood losses through: (i)
flood hazard identification; (ii) floodplain management (e.g., land
use controls and building codes); and (iii) insurance protection. The
NFIP generated premium income of approximately $3.3 billion in
2010. The 2005 hurricane season resulted in significant claims
which the program’s annual premium income could not cover. To
pay the claims, the NFIP borrowed from the U.S. Treasury. Prior
to 2005, the NFIP’s borrowing authority had been limited by stat-
ute to $1.5 billion. Congress made up for the shortfall by increasing
the program’s borrowing authority three times between September
2005 and January 2007 (from $1.5 billion to $20.8 billion). The
NFIP currently owes $17.775 billion to the U.S. Treasury.

Congress last passed a long-term NFIP reauthorization and re-
form bill in 2004 (P.L. 108-264). The House and Senate each
passed significant reform measures during the 110th Congress but
could not agree on final legislation. Since September 2008, the
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NFIP has been extended eleven times; the program authorization
has lapsed three times during that same time period. Last year,
after several short-term extensions and three temporary lapses in
the program, Congress extended the current program through Sep-
tember 30, 2011. These short-term extensions and lapses in the
program have created needless uncertainty in the residential and
commercial real estate sectors in communities across the country.

Without flood insurance from the NFIP, homebuyers or busi-
nesses are unable to complete real estate closings on properties lo-
cated in SFHAs. From an insurance business perspective, WYO
companies that voluntarily participate in the NFIP find it difficult
to continue participating, given the uncertainty of the NFIP au-
thorization.

In administering the NFIP, FEMA: (i) identifies and maps flood-
prone areas eligible to participate in the program; and (ii) sets land
use controls and building codes that flood-prone communities are
required to adopt and enforce in order to participate in the pro-
gram. FEMA issues Flood Insurance Rate Maps (FIRMSs) that de-
lineate SFHAs, determined to have a “one chance in 100" of flood-
ing in any given year (the “100—year floodplain”). Because FIRMs
determine where and at what rate insurance under the program is
required, outdated or inaccurate FIRMSs result in flood-prone prop-
erties either being left out of the program or being charged insuffi-
cient rates. FEMA currently is engaged in a multi-year flood map
modernization program to update, revise, and digitize more than
20,000 flood maps, some of which date back to the 1970s. The re-
vising, updating and promulgation of these new flood maps has
drawn considerable attention around the country as revised SFHAs
include properties not previously required to purchase flood insur-
ance.

Under the NFIP, FEMA has established minimum flood plain
management regulations that communities must adopt and enforce
in order to be eligible for insurance under the program. Related to
this land-use function, the NFIP includes mitigation programs,
under which the Federal government purchases properties subject
to repeated flood losses and relocates property owners to lower risk
areas.

The NFIP has a two-tiered rate structure: (i) a subsidized pre-
FIRM rate for structures built before the 1974 mandatory purchase
requirement went into effect for all FIRM properties; and (ii) an
“actuarial” rate for structures built or substantially improved after
1974. Actuarial rates for the NFIP are not the same as actuarial
rates for private market-based insurance, however. Under the
NFIP, the actuarial rate has been less than the rate that would be
charged for private, market-based flood insurance coverage. Pre-
FIRM rates are determined through a Federal rule-making process
with criteria designed to encourage participation in the program
and not, by definition, to generate premium income sufficient to
pay anticipated claims on pre-FIRM properties.

Congress initially appropriated funds to subsidize the difference
between pre-FIRM and “actuarial” rates, expecting that, over time,
the percentage of pre-FIRM structures would decline and that most
or all of the structures insured under the program would be subject
to “actuarial” rates. These appropriations ended in 1985; however,
pre-FIRM structures continue to represent approximately 24 per-
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cent of structures insured under the NFIP (there are currently
more than a million pre-FIRM properties). Between 1985 and 2005,
the NFIP used its “actuarial” rate premiums, interest earned on
those premiums, and borrowing authority to cover any shortfalls
that resulted from the program’s two-tier rate structure.

The program’s “actuarial” rates also are designed, in part, to en-
courage participation in the program. As a result, these “actuarial”
rates do not follow traditional underwriting methods designed to
generate premium income sufficient to pay all reasonably antici-
pated claims and expenses. Instead, rates under the program are
designed only to generate annual premium income sufficient to
cover expenses and the average annual claims paid under the pro-
gram since 1978. In “bad” years, when actual annual claims have
exceeded the program'’s average annual claims, the NFIP has used
its borrowing authority to make up the shortfall. In “good” years,
when average annual claims have exceeded actual annual claims,
the NFIP has either used surplus premiums to repay funds bor-
rowed in “bad” years or has saved surplus premiums to cover above
average claims in future “bad” years.

Since 2006, the Government Accountability Office (GAO) has
identified the NFIP as “high-risk” because of inadequate manage-
ment and insufficient funds. H.R. 1309 institutes reforms that will
improve NFIP’s financial stability, reduce the burden on taxpayers,
and facilitate the creation of a private market that eliminates tax-
payer risk over the long-term.

HEARINGS

The Subcommittee on Insurance, Housing and Community Op-
portunity held a hearing on March 11, 2011 entitled “Legislative
Proposals to Reform the National Flood Insurance Program.” The
following witnesses testified:

Panel One

e Orice Williams Brown, Managing Director, Government
Accountability Office

e Sally McConkey, Vice Chair, Association of State Flood
Plain Managers and Manager, Coordinated Hazard Assess-
ment and Mapping Program, lllinois State Water Survey

Panel Two

e Stephen Ellis, on behalf of the SmarterSafer Coalition, and
Vice President, Taxpayers for Common Sense, Washington,
D.C.

e Terry Sullivan, Chair, Committee on Flood Insurance, Na-
tional Association of REALTORS® and Owner, Sullivan Real-
ty, Spokane, Washington

e Spencer Houldin, Chair, Government Affairs Committee,
Independent Insurance Agents and Brokers of America and
President, Ericson Insurance Services, Washington Depot, Con-
necticut

e Franklin Nutter, President, Reinsurance Association of
America, Washington, D.C.

e Sandra G. Parrillo, Chair, National Association of Mutual
Insurance Companies and President and CEO of Providence
Mutual Fire Insurance Company, Warwick, Rhode Island
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e Donna Jallick, on behalf of the Property Casualty Insurers
Association of America, and Vice President, Flood Operations,
Harleysville Insurance, Harleysville, Pennsylvania

e Barry Rutenberg, First Vice Chairman, National Associa-
tion of Home Builders, Washington, D.C.

The Subcommittee on Insurance, Housing and Community Op-
portunity held a hearing on April 1, 2011 entitled “Legislative Pro-
posals to Reform the National Flood Insurance Program, Part I1.”
There was one witness: The Honorable W. Craig Fugate, Adminis-
trator, Federal Emergency Management Agency.

COMMITTEE CONSIDERATION

The Subcommittee on Insurance, Housing and Community Op-
portunity met in open session on April 8, 2011 and ordered H.R.
1309, Flood Insurance Reform Act of 2011, as amended, favorably
reported to the Full Committee by a voice vote.

The Committee on Financial Services met in open session on
May 12, 2011 and ordered H.R. 1309, Flood Insurance Reform Act
of 2011, as amended, favorably reported to the House by a record
vote of 54 yeas and 0 nays (Record vote no. FC-28).

COMMITTEE VOTES

Clause 3(b) of rule XII1 of the Rules of the House of Representa-
tives requires the Committee to list the record votes on the motion
to report legislation and amendments thereto. A motion by Chair-
man Bachus to report the bill, as amended, to the House with a
favorable recommendation was agreed to by a record vote of 54
yeas and 0 nays (Record vote no. FC-28). The names of Members
voting for and against follow:

RECORD VOTE NO. FC-28

Representative Aye Nay Present Representative Aye Nay Present
Mr. BaChus .......ccoovveeervrirnnns X Mr. Frank (MA) ....oovveeerieinnne X
Mr. Hensarling ........ccccovuvens X Ms. Waters .......ccocevvevninnnne X
Mr. King (NY) oo X Ms. Maloney ........ccccovemvvernae X
MF. ROYCE oo X Mr. GUEIBITEZ ..o e
M. LUCAS oo X Ms. Velazquez ..o X
M Paul i e MEWaALE X

Mr. Manzullo .......ccovvvvvnnnnee X Mr. ACKErMaN ..o i

Mr. Sherman ... X

X X
X X
X X
X i v Mrsc McCarthy (NY) s e
X
X X
. Bachmann . X Mr. Miller (NC) X
Mr. MCCOLter ..vvvvvvrrcrrirs X Mr. David Scott (GA) .. X
Mr. McCarthy (CA) ..ovvvvernne X Mr. Al Green (TX) ...coovvvvvernne X
Mr. PEArce .......cooeuvmvvnniiens X Mr. Cleaver ... X
MF. POSEY ovvverevereeerrcrnninens X MS. MOOTE ..o X
Mr. Fitzpatrick ..........ccoueven X M, EHISON oo e
Mr. Westmoreland ................. X Mr. Perlmutter ..........ccccoeee X
Mr. Luetkemeyer ... X Mr. Donnelly ........coccovevvnninnne X
Mr. HUizenga ..o X Mr. Carson ......oocoveeveernniinns X
Mr. DUFFY s X Mr. HIMES oo X
Ms. Hayworth .........ccoocevvneens X Mr. PELErs ......ovvvermereriririnns X
Mr. RENACCH ....vvvvvevvrririrs X Mr. Carmey .......cccvveveerenrennae X
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RECORD VOTE NO. FC—28—Continued

Representative Aye Nay Present Representative Aye Nay Present

. Schweikert
Mr. Grimm ...
Mr. Canseco
Mr. Stivers ..
Mr. Fincher

During consideration of H.R. 1309, the following amendments
were considered:

1. An amendment offered by Mr. Hensarling, no. 11, to strike the
provision allowing FEMA to provide, under certain circumstances,
additional coverage for business interruption and cost of living ex-
penses, was not agreed to by a record vote of 9 yeas, 38 nays and
1 present (Record vote no. FC-26).

RECORD VOTE NO. FC-26

Representative Aye Nay Present Representative Aye Nay Present

Mr. Bachus Mr. Frank (MA) ...

Mr. Hensarling X Ms. Waters .....

Mr. King (NY) v e X Mrs. Maloney ..

Mr. Royce ... X Mr. Gutierrez ..

Mr. Lucas X Ms. Velazquez

M PaUl s e Mr. Watt .........

Mr. Manzullo X Mr. Ackerman .
MF.JONES oo s X . Sherman

MrS. BIgQert ... v X . Meeks

Mr. Gary G. Miller (CA) . X . Capuano ..

Mrs. Capito ..... X . Hinojosa ...

Mr. Garrett .o X . . Clay ........

Mr. Neugebauer .....cccee X s s Mrs. McCarthy (NY) ...
Mr MCHENTY o X i Mr. Baca

Mr. Campbell .. Mr. Lynch ..

Mrs. Bachmann Mr. Miller (NC) ...
Mr. McCotter ........ Mr. David Scott (GA)

Mr. McCarthy (CA)
Mr. Pearce
Mr. Posgy ...
Mr. Fitzpatrick .
Mr. Westmoreland
Mr. Luetkemeyer ...
Mr. Huizenga
Mr. Duffy ..... [P
Ms. Hayworth
Mr. Renacci .
Mr. Hurt ..
Mr. Dold .
Mr. Schweiker
Mr. Grimm ...
Mr. Canseco
Mr. Stivers ...
Mr. Fincher

Mr. Al Green (TX) ...
Mr. Cleaver
Ms. Moore .
Mr. Ellison ......
Mr. Perimutter
Mr. Donnelly ...
Mr. Carson
Mr. Himes .
Mr. Peters .
Mr. Carney

2. An amendment offered by Mr. Hensarling, no. 21, to eliminate
all existing pre-FIRM subsidized rate discounts for properties in
the NFIP and phase-in full actuarial rates for those properties, was
not agreed to by a record vote of 14 yeas and 38 nays (Record vote
no. FC-27).
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RECORD VOTE NO. FC-27

Representative Aye Nay Present Representative Aye Nay Present
Mr. Bachus .......cccovvvviiincns s Mr. Frank (MA) X
Mr. Hensarling . X Ms. Waters ... X
Mr.King (NY) oo s Mrs. Maloney . X
Mr. Royce ... X Mr. GULIEITEZ ..o v v
Mr. Lucas Ms. Velazquez X
Mr. Paul ...... Mr. Watt ........ X
Mr. Manzullo Mr, ACKEIMAN .o e e
MFJONES oo s Mr. Sherman ... o X
MIS. BIgQert ...c.vverervciiciinens s ME. MEEKS ..o e e
Mr. Gary G. Miller (CA) . Mr. Capuano .. X
Mrs. Capito ...... s Mr. Hinojosa .. X
Mr. Garrett ....... X Mr. Clay ......... X
Mr. Neugebauer X Mrs. McCarthy (NY) oo e e
Mr. McHenry ..... X = 0 RO
Mr. Campbell ... s Mr. Lynch ... X
Mrs. Bachmann X Mr. Miller (NC) ... X
Mr. McCotter ........ X Mr. David Scott (G X
Mr. McCarthy (CA) X Mr. Al Green (TX) ... X
Mr. Pearce ....... X Mr. Cleaver ... X
ME POSEY oo s Ms. Moore .. X
Mr. Fitzpatrick .....cccovvvviinees e M, EHISON oo e e
Mr. Westmoreland X Mr. Perlmutter X
Mr. Luetkemeyer .......omes woveeenns Mr. Donnelly .. X
Mr. Huizenga ... ME. CaSON wovvoeevviiiseniriiinens v s
ME, DUFFY oo s Mr. Himes .. X
Ms. Hayworth X Mr. Peters .. X
Mr. Renacci X Mr. Carney X
Mr. Hurt .. X
ME DOId oo s
Mr. Schweikert . X
Mr. Grimm ..
Mr. Canseco
Mr. Stivers ..
Mr. Fincher ....cccoiiies s

The following amendments and motion were also considered by
the Committee:

1. An amendment offered by Mrs. Biggert, no. 1, to make tech-
nical changes, was agreed to by voice vote.

2. An amendment offered by Ms. Waters, no. 2, to allow for miti-
gation grants for repetitive flood loss properties to be provided di-
rectly to homeowners, was agreed to by voice vote.

3. An amendment offered by Mr. Green, no. 3a, to an amendment
offered by Mr. Schweikert, no. 3, to add "“if possible” after “percent”
on page 1 line 8, was agreed to by Unanimous Consent.

4. An amendment offered by Mr. Schweikert, no. 3, as amended
by an amendment offered by Mr. Green, no. 3a, to require FEMA
to report on the policies and procedures that it can implement, to
limit the number of policies in its NFIP Direct program to less
than 10 percent, and to require FEMA to notify all holders of poli-
cies transferred to the NFIP Direct program of their options to pur-
chase flood insurance directly from another insurance company,
was agreed to by voice vote.

5. An amendment offered by Mrs. McCarthy of NY, no. 4, to
make homeowners in newly mapped areas subject to the 5-year
phase-in of rates eligible for FEMA's discounted Preferred Risk
Premium (PRP) rate, was agreed to by voice vote.

6. An amendment offered by Mr. Lucas, no. 5, to allow lenders
purchasing forced place insurance for homeowners to charge for
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such insurance starting on the date on which the previous flood in-
surance policy had lapsed, was agreed to by voice vote.

7. An amendment offered by Mrs. McCarthy of NY, no. 6, to di-
rect FEMA to notify elected officials when there are changes or up-
dates to a floodplain area or flood risk zones, was agreed to by
voice vote.

8. An amendment offered by Mr. Luetkemeyer and Mr. Renacci,
no. 7, to clarify Congressional intent regarding residential and com-
mercial coverage limits, was agreed to by voice vote.

9. An amendment offered by Mr. Frank, no. 8, to allow certain
properties with swimming pools enclosed with non-supporting
breakaway walls to be eligible for participation in the NFIP, was
agreed to by voice vote.

10. An amendment offered by Mr. Westmoreland, no. 9, to make
technical and clarifying changes to language exempting elevated
structures from the mandatory purchase requirement, was agreed
to by voice vote.

11. An amendment offered by Mr. Watt, no. 10a, to an amend-
ment offered by Mr. Watt, no. 10, to add representation for state
and local government officials on the Technical Mapping Advisory
Committee including at least one local levee flood manager or exec-
utive, was agreed to by Unanimous Consent.

12. An amendment offered by Mrs. Biggert, no. 10b, to an
amendment offered by Mr. Watt, no. 10, to have the Council “con-
sider,” not “ensure,” the most efficient technology and data for flood
risk data, models and maps, was offered and withdrawn.

13. An amendment offered by Mr. Watt, no. 10, as amended by
an amendment offered by Mr. Watt, no. 10a, to add representation
for state and local government officials on the Technical Mapping
Advisory Committee and ensure new maps incorporate spatial
database technology and accurate ground and bathymetric ele-
vation data, was agreed to by voice vote.

14. An amendment offered by Ms. Moore, no. 12, to require
FEMA and GAO to conduct a study to assess options, methods, and
strategies for offering voluntary community-based flood insurance
policy options, was agreed to by voice vote.

15. An amendment offered by Mr. Neugebauer and Mr. Dold, no.
13, to direct FEMA to study and report to Congress on the impact,
effectiveness, and feasibility of including widely used and nation-
ally recognized building codes as part of its floodplain management
criteria, was agreed to by voice vote.

16. An amendment offered by Ms. Waters, no. 14, to allow flood
insurance outreach activities to be an eligible use of CDBG funds,
was agreed to by voice vote.

17. An amendment offered by Ms. Waters, no. 15, to allow home-
owners to be reimbursed for certain costs associated with a success-
ful challenge to bona fide mapping error made by FEMA resulting
in a Letter of Map Amendment (LOMA), was agreed to by voice
vote.

18. An amendment offered by Mr. Fitzpatrick, no. 16, to require
FEMA to assess and issue a report on the capacity of the private
reinsurance market for flood insurance risk, was agreed to by voice
vote.

19. An amendment offered by Ms. Waters, no. 17, to allow for
two additional one-year extensions of mandatory purchase delay for
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communities that demonstrate, to the satisfaction of FEMA, their
need for additional time to complete flood control projects, appeals,
or for other extenuating circumstances, was offered and withdrawn.

20. An amendment offered by Mr. Canseco, no. 18, to exclude sec-
ond homes and vacation homes from receiving “phase-in” subsidy
rates in newly mapped areas, was offered and withdrawn.

21. An amendment offered by Ms. Waters, no. 19, to reauthorize
the severe repetitive loss pilot program, was not agreed to by voice
vote.

22. An amendment offered by Mr. Westmoreland, no. 20, to
strike the annual inflation adjustment and replace it with a one-
time adjustment to 2011, and to require any policyholder that opts
for higher coverage due to the adjusted coverage limits to pay the
full actuarial rate, was agreed to by voice vote.

23. An amendment offered by Mr. Canseco, no. 22, to exclude sec-
ond homes and vacation homes from receiving “phase-in” subsidy
rates in newly mapped areas, except in cases of a residential prop-
erty occupied by its owner or a bona fide tenant as a primary resi-
dence, was agreed to by voice vote.

24. An amendment offered by Mrs. Biggert, no. 23, to require the
National Academy of Sciences to conduct a study on graduated risk
and report back to Congress, was agreed to by voice vote.

25. An amendment offered by Mr. Luetkemeyer, Mr. Pearce and
Mr. Paul, no. 24, to prohibit the FEMA Administrator from issuing
or updating flood insurance maps that do not factor in the actual
protection afforded by existing levees regardless of their accredita-
tion status, was agreed to by voice vote.

26. An amendment offered by Mr. Westmoreland, no. 25, to pro-
vide for actuarial rates for the owners of severe repetitive loss
properties who refuse offers of mitigation or purchase assistance,
was agreed to by voice vote.

27. An amendment offered by Mr. Bachus, Mrs. Capito, and Mr.
Schweikert, no. 26, to require lenders to accept substantially simi-
lar private flood insurance coverage as a satisfaction of a manda-
tory flood insurance purchase requirement, was agreed to by voice
vote.

28. A motion offered by Mr. Bachus, to move the previous ques-
tion on H.R. 1309, was agreed to by voice vote.

COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House
of Representatives, the Committee has held a hearing and made
findings that are reflected in this report.

PERFORMANCE GOALS AND OBJECTIVES

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House
of Representatives, the Committee establishes the following per-
formance related goals and objectives for this legislation:

H.R. 1309, the Flood Insurance Reform Act of 2011, reauthorizes
the National Flood Insurance Program (NFIP) through September
30, 2016, and amends the National Flood Insurance Act with re-
forms needed to ensure the immediate and near-term fiscal and ad-
ministrative health of the NFIP. The bill also ensures the NFIP’s
continued viability by encouraging broader participation in the pro-
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gram, increasing financial accountability, eliminating unnecessary
rate subsidies, and updating the program to meet the needs of the
21st century. The key provisions of H.R. 1309 include: (1) a five-
year reauthorization of the NFIP; (2) a three-year delay in the
mandatory purchase requirement for certain properties in newly
designated Special Flood Hazard Areas (SFHAS); (3) a phase-in of
full-risk, actuarial rates for areas newly designated as Special
Flood Hazard; (4) a reinstatement of the Technical Mapping Advi-
sory Council; and (5) an emphasis on greater private sector partici-
pation in providing flood insurance coverage.

NEW BUDGET AUTHORITY, ENTITLEMENT AUTHORITY, AND TAX
EXPENDITURES

In compliance with clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives, the Committee adopts as its own the es-
timate of new budget authority, entitlement authority, or tax ex-
penditures or revenues contained in the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974.

COMMITTEE COST ESTIMATE

The Committee adopts as its own the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974.

CONGRESSIONAL BUDGET OFFICE ESTIMATES

Pursuant to clause 3(c)(3) of rule XIII of the Rules of the House
of Representatives, the following is the cost estimate provided by
the Congressional Budget Office pursuant to section 402 of the
Congressional Budget Act of 1974:

JUNE 8, 2011.

Hon. SPENCER BACHUS,
Chairman, Committee on Financial Services,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 1309, the Flood Insurance
Reform Act of 2011.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Daniel Hoople.

Sincerely,
DOUGLAS W. ELMENDORF.

Enclosure.

H.R. 1309—Flood Insurance Act of 2011

Summary: H.R. 1309 would authorize the National Flood Insur-
ance Program (NFIP) of the Federal Emergency Management
Agency (FEMA) to enter into and renew flood insurance policies
through fiscal year 2016. Under current law, that authority will ex-
pire at the end of fiscal year 2011.

The legislation also would make a number of changes to the
NFIP aimed at improving the financial status of the program.
Under both current law and this legislation, the NFIP may borrow
an additional $3 billion from the Treasury (the program’s current
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debt stands at $17.8 billion). Assuming a small probability of a rare
catastrophic event, CBO expects that this additional borrowing au-
thority will be exhausted in 2014. The changes made by this legis-
lation would reduce the need to borrow from the Treasury—a
source of direct spending—by a total of $165 million in 2013 and
2014, CBO estimates. However, because the program would con-
tinue to operate with an annual net deficit, reduced borrowing in
those years would be offset by increased borrowing in 2015, result-
ing in no net effect on direct spending over the next 10 years.

CBO also estimates that the changes made by H.R. 1309 would
increase net income to the NFIP by $4.2 billion over the 2012-2021
period, improving the financial status of the program by that
amount. However, we expect that additional income earned by the
program would be used to fulfill existing obligations that would
otherwise be delayed under current law, resulting in no net effect
on direct spending.

Pay-as-you-go procedures apply because enacting the legislation
would affect direct spending. Enacting this legislation would not af-
fect revenues.

H.R. 1309 would authorize a number of other activities, including
establishing a Technical Mapping Advisory Council, updating flood
maps to incorporate new standards within five years, and issuing
several reports on the NFIP. The cost of some of those activities
would be offset by fee collections paid by policyholders; however,
CBO estimates that other provisions would cost $317 million over
the 2012-2016 period, subject to appropriation of the necessary
amounts.

H.R. 1309 would impose intergovernmental and private-sector
mandates, as defined in the Unfunded Mandates Reform Act
(UMRA), on public and private mortgage lenders. Because the
mandates would require only small changes in existing industry
practice, CBO expects that the cost to comply with the mandates
would be small relative to the annual thresholds established in
UMRA for intergovernmental and private-sector mandates ($71
million and $142 million in 2011, respectively, adjusted annually
for inflation).

Estimated cost to the federal government: The estimated budg-
etary impact of H.R. 1309 is shown in Table 1. The costs of this
legislation fall within budget function 450 (community and regional
development).

TABLE 1.—CHANGES IN DIRECT SPENDING AND SPENDING SUBJECT TO APPROPRIATION UNDER

H.R. 1309
By fiscal year in millions of dollars—
2012~ 2012~
2012 2013 2014 2015 2016 2016 2021
CHANGES IN DIRECT SPENDING
Estimated Budget Authority ... 0 0 0 0 0 0 0
Estimated OUEIYS .......cccvevvmrernerreeircrineinne 0 -45 -120 165 0 0 0
CHANGES IN SPENDING SUBJECT TO APPROPRIATION
New Mapping Standards:
Estimated Authorization Level .................. 0 100 130 135 140 505 750
Estimated OUtlayS .......ccccoeremeeeeeieniniinne 0 20 66 100 128 314 745
Studies and Reports:
Estimated Authorization Level ... 1 1 * * * 3 4
Estimated Outlays 1 1 * * * 3 4
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TABLE 1.—CHANGES IN DIRECT SPENDING AND SPENDING SUBJECT TO APPROPRIATION UNDER
H.R. 1309—Continued

By fiscal year in millions of dollars—

2012— 2012—

2012 2013 2014 2015 2016 2016 2021

Total Changes:
Estimated Authorization Level .............. 1 101 130 135 140 508 754
Estimated OULIAYS ........ccoovvvrervriinniis 1 21 66 100 128 317 749

Note: * = between $0 and $500,000.

Basis of estimate: For this estimate, CBO assumes that the legis-
lation will be enacted by the end of fiscal year 2011 and that
amounts estimated to be necessary will be appropriated for each
year.

Background

Authority to Underwrite Coverage. The NFIP was established to
encourage the purchase of flood insurance by property owners lo-
cated in communities that adopt minimum guidelines for floodplain
management and to enforce building codes designed to mitigate
flood damages. Flood insurance coverage is mandatory for prop-
erties located within an area designated as having at least a 1 per-
cent chance of being flooded in any year (such an area is known
as a Special Flood Hazard Area, or SFHA) and is financed by a fed-
erally regulated lending institution, a government-sponsored enter-
prise for housing, or a federal lender. Property owners not receiving
financing or coverage from those entities or located outside a SFHA
may purchase flood insurance coverage from a private carrier or
the NFIP at their discretion. Under current law, FEMA is author-
ized to underwrite the sale and renewal of flood insurance policies
through September 30, 2011.

Subsidized Premiums. Throughout the program’s history, FEMA
has charged premiums well below the amount necessary to offset
the expected cost (also known as the full-risk or actuarial cost) for
properties built before a community’'s Flood Insurance Rate Map
(FIRM) was completed, or before 1975, whichever is later. Those
properties, known as pre-FIRM properties, make up over 20 per-
cent of all NFIP policies. FEMA estimates that pre-FIRM policy-
holders pay average premiums that are about 40 percent to 45 per-
cent of the full-risk cost. Some post-FIRM properties also receive
discounted premiums under current law; however, they are few in
number (less than 1 percent of all NFIP policies) relative to pre-
FIRM properties. It is unclear whether other property owners re-
ceive premium subsidies not directly specified in law.1 For this esti-
mate, CBO assumes that all policies not directly receiving subsidies
will generate a sufficient amount of income to cover expected
claims and related expenses over time.

Ability to Pay Claims and Other Expenses. The National Flood
Insurance Fund (NFIF) is the sole source of claims payments and
other expenses associated with the NFIP. Under current law, the
fund is credited with premium and fee receipts from policyholders,
annual appropriations, interest earned on fund balances, and
amounts borrowed from the Treasury. As of February 2011, the

1See Congressional Budget Office, The National Flood Insurance Program: Factors Affecting
Actuarial Soundness (November 2009).
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NFIP insured approximately 5.6 million policies with written an-
nual premiums in force of $3.4 billion. For fiscal year 2011, the
Congress provided the fund with $169 million in appropriations,
offset by an equivalent amount of fee collections from policyholders
(see Public Law 112-10). No interest income or borrowing is ex-
pected to occur this year, CBO estimates.

The majority of the NFIP’s expenses consist of payments for in-
sured claims resulting from outstanding coverage in force, which
currently stands at about $1.2 trillion. FEMA estimates that claims
payments in 2011 will total about 43.5 percent of premium income,
based on the historical experience of policies and coverage amounts
currently insured by the program. Actual expenses for insured
claims, however, have varied widely by year, ranging from less
than 10 percent of premium to almost 800 percent of premium
(based on calendar-year totals).

In most years, annual appropriations along with premium and
fee income have been sufficient to cover the annual expenses of the
NFIP. Prior to 2005, it was occasionally necessary for the program
to borrow from the Treasury to meet expenses during greater-than-
average-loss years; however, that borrowing was relatively small
(less than $1 billion) and was repaid with interest. Nonetheless, be-
cause of the large subsidy that exists for many policies, CBO esti-
mates that the program will—on average—have greater annual ex-
penses than revenue. This differential became apparent in the
aftermath of Hurricanes Katrina, Rita, and Wilma in 2005. Be-
cause of the severe and widespread damages experienced during
those storms, the program borrowed an unprecedented $16.7 billion
in fiscal year 2006 to cover claims and interest expenses. NFIP’s
current debt to the Treasury stands at $17.8 billion. It is highly un-
likely that the program will have sufficient income to repay those
borrowed funds within the next 10 years.

Assuming actuarial-level losses2 in 2012 and beyond, the NFIP
will need to continue borrowing from the Treasury until its line of
credit (currently set at $20.7 billion) is exhausted, which CBO esti-
mates will occur in 2014 under current law. At that point, because
expenses of the program may only be paid to the extent that re-
sources in the NFIF are available, net spending would be zero.
Payments for claims and other expenses would be delayed until
sufficient resources became available to the NFIF from premium
and fee income.

Direct Spending

CBO estimates that enacting H.R. 1309 would have no net im-
pact on direct spending over the 2012—-2016 or 2012-2021 periods.

Section 2 would provide FEMA with the authority to continue
selling and renewing policies through fiscal year 2016. While this
authority would otherwise expire at the end of the current fiscal
year, the program is assumed to continue in the CBO baseline, con-
sistent with the rules governing baseline projections for mandatory
programs. Thus, extending the NFIP under this legislation would
have no effect on direct spending relative to the baseline.

2 Actuarial-level losses take into account the full range of possible losses, including rare cata-
strophic events like Hurricane Katrina.
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In addition to extending the NFIP, H.R. 1309 would make a
number of changes to the program. The two changes that would af-
fect direct spending are:

e Premium increases for some pre-FIRM policyholders; and
e Temporary discounted premiums for certain properties lo-
cated in such areas.

Other changes that CBO estimates would affect the amount of
flood insurance coverage and the amount of premiums collected but
would not affect net direct spending include:

¢ Increasing the minimum-policy deductible;

¢ Increasing the average annual limit on premium growth;

e Increasing the maximum coverage for structure and con-
tents policies; and

¢ Introducing new lines of insurance for additional living ex-
pense and business interruption.

The estimated aggregate effects of those changes are listed in
Table 2.

TABLE 2.—CHANGE IN NET INCOME TO THE NFIP UNDER H.R. 1309 OVER SELECTED TIME
PERIODS

By fiscal year in millions of dollars—

2012-2014 2012-2016 2012-2021

Income:

Premium Increases for Some Pre-FIRMs 222 936 5,364
Temporary Discounted Premiums -38 -84 -180
Total Changes to Revenues et 184 852 5,184
Expenses:
Increased Payments to WYO Companies 56 259 1,584
Reduced Claims Due to Dropped Policies ... -37 -125 -564
Total Changes to Expenses 19 134 1,020
Change in Net Income?a ............... 165 718 4,164
Cumulative Net Effect on Direct Spending - 165 0 0

aAfter the NFIP's borrowing authority has been exhausted, changes in net income are reflected as a corresponding increase or decrease in
the delay in claims payments expected to be experienced by NFIP policyholders and thus do not affect direct spending.
Note: FIRM = Flood Insurance Rate Map; WYO = Write-Your-Own.

Overall, CBO estimates that changes made by H.R. 1309 would
increase net income to the NFIP by $165 million through 2014.
CBO expects that the flood insurance program will not have ex-
hausted its remaining borrowing authority during this period.
Therefore, additional net income earned by the NFIP over that pe-
riod would reduce expected borrowing from the Treasury—a source
of direct spending. However, assuming annual program deficits,3
CBO estimates that any reduction in direct spending generated by
lower borrowing in those years will be offset by increased direct
spending from additional borrowing in 2015, resulting in no net ef-
fect on the federal budget over the next 10 years.

After 2014, the changes made by H.R. 1309 would not affect net
direct spending because CBO expects that any additional income
earned by the program would be used to fulfill obligations (mostly
claims payments) that would otherwise be delayed. However, enact-
ment of the legislation would improve the financial status of the

3CBO estimates that changes made by H.R. 1309 would reduce the aggregate subsidy built
into premiums under current law by over 50 percent by 2021; however, because the legislation
would not completely eliminate subsidies for all policies, we estimate that the program would
continue to operate under an annual deficit.
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program by reducing this expected “backlog” of unfulfilled pay-
ments. Under current law, CBO estimates that delayed payments
would total $3.6 billion by 2016 and $12.6 billion by 2021. Under
H.R. 1309, we estimate that the “backlog” would total $2.9 billion
in 2016 and $8.4 billion in 2021, a reduction of about $700 million
and $4.2 billion, respectively.

Premium Increases for Some Pre-FIRM Properties. Section 5
would direct FEMA to increase flood insurance premiums for pre-
FIRM properties that are: nonresidential or nonprimary residences;
residences sold to new owners; or severe repetitive loss properties
(defined as residences with at least four paid claims greater than
$5,000 or with two paid claims that cumulatively exceed the mar-
ket value of the house). One year after enactment, all policyholders
of properties fitting such categories would begin receiving premium
increases of 20 percent per year#4 until the amount collected each
year covers the full cost of the insurance. New policies that fit such
criteria one year after enactment would immediately pay the full-
risk premium.

Based on housing data and current policy information obtained
from FEMA, about 355,000 policies would initially be subject to
such premium increases under the bill, CBO estimates. Those pol-
icyholders currently pay an average premium of about $1,174 per
year. Once subsidies are completely phased out, we expect that an-
nual premiums for those policies would be, on average, about 2%
times greater than premium that would otherwise be charged
under current law. While some policyholders would reduce or elimi-
nate coverage as a result of those increases, CBO estimates that
any resulting decrease in premium receipts would be more than off-
set by increases from properties that remain in the program.

Additional premium receipts from pre-FIRM policyholders would
total $936 million over the 2012-2016 period and about $5.4 billion
over the next 10 years, CBO estimates. Under current agreements,
Write-Your-Own (WYQO) companies would receive a portion of this
additional premium (about 30 percent), reflected in Table 2 as an
increase in expenses. Subsidized policyholders that drop out of the
NFIP would save the cost of paying claims on those policies, result-
ing in a decrease in expenses. Altogether, CBO estimates that im-
plementing the premium increases outlined in the legislation would
increase net income to the NFIP by $775 million over the next five
years and by about $4.3 billion over the 2012-2021 period.

Temporary Discounted Premiums. Section 5 would direct FEMA
to charge subsidized premiums for certain properties newly mapped
into a SFHA after October 1, 2008. Under the bill, owners of pri-
mary residences in new SFHAs would be charged 50 percent of the
premium that applies under current law during the first year fol-
lowing the map’s effective date (or, in the case of properties eligible
for a Preferred Risk Policy Extension,> during the first year fol-

4The 20 percent would include some increase that FEMA would have applied to the policy
under current law; thus the actual increase in per policy premium attributable to this legislation
would be less than 20 percent.

5For properties newly mapped into a SFHA after October 1, 2008, that previously qualified
for a Preferred Risk Policy (PRP) premium (i.e., could not have two or more claims or disaster
relief payments of $1,000 or more, or three losses or payments of any kind), FEMA currently
offers a discount equal to the premium the policyholder would have paid and the PRP premium.
That discount is available for two years. For properties mapped into a SFHA after October 1,
2008, and before January 1, 2011, the discounted premium is available for the two renewals
between January 1, 2011, and December 31, 2012.
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lowing the expiration of that extension). The legislation requires
FEMA, in each successive year, to increase rates by 20 percent
until the premium is equal to the amount that otherwise would be
charged in the absence of this section.

That provision would create a new class of subsidized policies
within the NFIP. The cost of the subsidy would be somewhat miti-
gated by the delay in the mandatory purchase requirement under
section 3 of the bill.6 According to the American Institutes for Re-
search, voluntary take-up of flood insurance within an SFHA is
about 20 percent, compared to 75 percent to 80 percent if such cov-
erage were mandatory. Because fewer property owners would pur-
chase subsidized flood insurance if coverage is voluntary, the over-
all cost of the new subsidy would be lower than if coverage were
mandatory.

Based on the estimated number of properties that have been or
would be placed into a SFHA, CBO estimates that implementing
this new subsidy would reduce premium income to the NFIP by
about $180 million over the next 10 years. The overall effect of this
provision on net income would be somewhat less (about $125 mil-
lion) because it also would result in reduced payments to WYO
companies.

Increase in the Minimum Policy Deductible. Section 4 would set
the minimum deductible for structural coverage at $2,000 for sub-
sidized properties and $1,000 for nonsubsidized properties. Under
current law, FEMA has the discretion to set a minimum deductible.
For the current policy year (which began October 2010), the stand-
ard deductible is $2,000 for most subsidized properties and $1,000
for nonsubsidized properties; however, pre-FIRM policyholders may
reduce that deductible by $1,000 in exchange for a higher pre-
mium. Under the bill, CBO expects that the standard deductible
would remain unchanged but that subsidized policyholders would
no longer be able to reduce their deductible. Based on information
from FEMA, CBO estimates that about 250,000 policies (mostly for
pre-FIRM properties) would carry a higher deductible as a result
of this provision, which would reduce average insured claims for
those properties by between 5 percent and 10 percent. However, in-
creasing the deductible also would lower premium receipts by an
equivalent amount. As such, CBO estimates that implementing
this provision would not affect net income to the NFIP and would
have no effect on the federal budget.

Increase in Average Annual Limit on Premium Growth. Section
5 would authorize the NFIP to increase premiums within a specific
risk category by an average of up to 20 percent per year. Under
current law, the limit is 10 percent. Based on historical experience,
CBO assumes that raising this limit would not result in consistent
premium increases of more than 10 percent for most subsidized
policies. (Under both current law and H.R. 1309, actuarially rated
policies are assumed to receive premium increases necessary to
cover the full cost of the coverage.) Therefore, implementing this

6 Section 3 would delay the requirement to purchase flood insurance for some property owners.
Upon receiving a request from a local government, property owners placed into a SFHA because
of changes to a FIRM would not immediately be required to purchase flood insurance. This delay
in the mandatory purchase requirement would last for a period of time to be determined by
FEMA, but no longer than three years.
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provision would have no net effect on the NFIP or the federal budg-
et.

Increase in Maximum Coverage and New Lines of Insurance. Sec-
tion 4 would adjust the total amount of flood insurance coverage
available by increasing the current limit by the level of inflation
from the end of fiscal year 1994 to enactment of the legislation.
The current limit is $350,000 ($250,000 for structures and
$100,000 for contents) for a residential policy and $1 million
($500,000 for structures and $500,000 for contents) for a non-resi-
dential policy. CBO estimates that the new coverage limits would
be about $520,000 and $1.5 million, respectively. In addition, the
legislation would direct FEMA to offer optional coverage of up to
$5,000 for living expenses incurred during the loss of use of a per-
sonal residence and up to $20,000 for partial or total business
interruption.

Under the bill, the increased coverage limits and new lines of in-
surance would be offered to policyholders at the full-risk premium.
For this estimate, CBO did not estimate the total amount of new
coverage that would be purchased as a result of those provisions.
We expect that any additional coverage would increase premium
receipts to the federal government as well as claims payments and
other expenses, resulting in no net effect on the federal budget.

Spending Subject to Appropriation

CBO estimates that implementing H.R. 1309 would cost $317
million over the 2012-2016 period and $749 million over the 2012—
2021 period, subject to appropriation of the necessary amounts.

Technical Mapping Advisory Council. Section 6 would establish
a Technical Mapping Advisory Council (TMAC) to develop and rec-
ommend new mapping standards for FIRMs. The council would in-
clude representatives from FEMA, the U.S. Geological Survey, the
Army Corps of Engineers, other federal agencies, state and local
governments, as well as experts from private stakeholder groups.
The council would submit the new standards to FEMA and the
Congress within 12 months of enactment and would continue to re-
view those standards for four additional years, at which time the
council would be terminated.

Under current law, spending for floodplain management activi-
ties (which CBO assumes would include operations of the new
council) are subject to future appropriation acts. FEMA is author-
ized to offset those costs by collecting a fee (known as the Federal
Policy Fee) from policyholders. As such, CBO estimates that imple-
menting this section would have no net effect on discretionary
spending over the next five years.

New Mapping Standards. Section 7 would direct FEMA to imple-
ment new standards for FIRMs. Beginning six months after the
TMAC issues its initial set of recommendations, FEMA would have
five years to update all FIRMs to incorporate the new standards,
subject to the availability of appropriated funds. The greatest costs
likely would arise from determining the level of protection afforded
by decertified levees; however, because the new standards would be
based on recommendations made by the TMAC and on findings
from studies required in the bill (for example, graduated risk), it
is unclear how the new standards and the cost to implement them
would differ from those currently in use. Based in part on the pro-
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jected costs of implementing FEMA's Risk Mapping, Assessment,
and Planning program (which would incorporate some of the new
standards in this section), CBO estimates implementing this sec-
tion would cost $314 million over the 2012-2016 period. Because
CBO expects the required map updating would continue through
2018 under the bill, we estimate that implementing this section
would cost an additional $431 million after 2016. All expenditures
would be subject to appropriation of the necessary amounts.

Studies and Reports. H.R. 1309 would direct FEMA and the Gov-
ernment Accountability Office (GAO) to conduct studies and issue
reports on a number of topics, including limiting the percentage of
policies directly managed by FEMA, community-based flood insur-
ance, building codes, varying risk behind levees, privatization of
the NFIP, and the financial status and claims-paying ability of the
program. Based on the cost of similar studies, CBO estimates that
producing the reports required under the legislation would cost
about $3 million over the next five years, subject to appropriation
of the necessary funds.

Other Discretionary Changes. H.R. 1309 would make a number
of other changes to current law, including authorizing FEMA to
make flood mitigation grants directly to property owners (under
current law, funding is provided through communities), authorizing
the use of Community Development Block Grant funds for building
code enforcement and flood program outreach, and authorizing the
reimbursement of costs incurred by homeowners that obtain a Let-
ter of Map Amendment (LOMA). CBO does not expect that changes
made to mitigation or community development grants under the
bill would significantly alter the pace of expenditures under either
program. Based on information from FEMA, reimbursements of ex-
penses related to LOMAs could total as much as $15 million annu-
ally; however, those costs would likely be recouped through in-
creases in premiums or fees paid by policyholders, resulting in no
net effect on the federal budget.

Pay-as-you-go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures
for legislation affecting direct spending or revenues. The net
changes in outlays that are subject to those pay-as-you-go proce-
dures are shown in the following table.
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Intergovernmental and private-sector impact: H.R. 1309 would
impose intergovernmental and private-sector mandates, as defined
in UMRA, on public and private mortgage lenders. Because the
mandates would require only small changes in existing industry
practice, CBO expects that the cost to comply with the mandates
would be small relative to the annual thresholds established in
UMRA for intergovernmental and private-sector mandates ($71
million and $142 million in 2011, respectively, adjusted annually
for inflation).

Flood Insurance

Current law prohibits lenders from making loans for real estate
in areas at high risk for flood damage unless the property is cov-
ered by flood insurance. This bill would require lenders to accept
flood insurance from a private company if the policy fulfills all fed-
eral requirements for flood insurance. Under current law, lenders
also are required to purchase flood insurance on behalf of the
homeowner if, at any time during the life of a loan, they determine
that a homeowner does not have a current policy in place. The bill
would require lenders to terminate those policies within 30 days of
being notified that the homeowner has purchased another policy.
Lenders also would have to refund any premium payments and
fees made by the homeowner for the time when both policies were
in effect. Based on information from industry sources on current
practice, CBO estimates that the cost of complying with those man-
dates would be small.

Disclosure Requirements

Current law requires mortgage lenders that make federally re-
lated mortgages (as defined in title 12, U.S.C. 2602) to provide a
good-faith estimate of the amount or range of charges the borrower
is likely to incur for specific settlement services. (To the extent that
state agencies issue loans or other credit instruments that would
be subject to the requirements of the Real Estate Settlement Proce-
dures Act, the bill also would impose intergovernmental mandates.)
The bill would require such mortgage lenders to include specific in-
formation about the availability of flood insurance in each good-
faith estimate. The mandate would require small changes in exist-
ing disclosure requirements. Consequently, CBO estimates that the
cost of the mandate to public and private mortgage lenders would
be small.

Other Impacts

State, local, and tribal governments would benefit if funds au-
thorized to be appropriated for mitigation and outreach activities
related to flood hazards were made available in the future. Any
costs to those governments, including matching funds, would be in-
curred voluntarily.

Estimate prepared by: Federal Costs: Daniel Hoople; Impact on
State, Local, and Tribal Governments: Melissa Merrell; Impact on
the Private Sector: Sam Wice.

Estimate approved by: Theresa Gullo, Deputy Assistant Director
for Budget Analysis.
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FEDERAL MANDATES STATEMENT

The Committee adopts as its own the estimate of Federal man-
dates prepared by the Director of the Congressional Budget Office
pursuant to section 423 of the Unfunded Mandates Reform Act.

ADVISORY COMMITTEE STATEMENT

No advisory committees within the meaning of section 5(b) of the
Federal Advisory Committee Act were created by this legislation.

APPLICABILITY TO LEGISLATIVE BRANCH

The Committee finds that the legislation does not relate to the
terms and conditions of employment or access to public services or
accommodations within the meaning of the section 102(b)(3) of the
Congressional Accountability Act.

EARMARK IDENTIFICATION

H.R. 1309 does not contain any congressional earmarks, limited
tax benefits, or limited tariff benefits as defined in clause 9 of rule
XXI.

SECTION-BY-SECTION ANALYSIS OF THE LEGISLATION

Section 1. Short title and table of contents

This section establishes the short title of the bill, the Flood In-
surance Reform Act of 2011.

Section 2. Extensions

This section reauthorizes the NFIP and its financing for five
years from October 1, 2011, through September 30, 2016.

Section 3. Mandatory purchase

To ease the burden on newly mapped communities, this section
establishes criteria for the temporary suspension of the mandatory
purchase requirement for one year (with the possibility of two addi-
tional one-year suspensions) that the requirement may be sus-
pended if the Federal Emergency Management Agency (FEMA)
makes a finding, with respect to flood risk mapping on a commu-
nity-by-community basis and pursuant to a formal request sub-
mitted by a local governing authority, that one or more of the fol-
lowing conditions are met: (1) the community has never been
mapped as a high-risk area; (2) the community is taking specific
steps to rebuild or repair a dam or a levee that has not been cer-
tified, or is required to be certified, as providing adequate protec-
tion from a 100-year flood, and the community is making adequate
progress in completing the construction work and securing the fi-
nancial commitments needed to complete the flood control project;
or (3) the community has challenged the accuracy of a dam or levee
decertification or disaccreditation, or a new or revised flood risk
map, and has filed a formal appeal.

This section also establishes that a mortgage lender or servicer
must terminate the “force-placed” insurance and refund any pre-
miums or fees paid for the period of coverage overlap within 30
days of receiving confirmation in writing (e.g., an insurance policy
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declarations page) that a property owner has obtained flood insur-
ance coverage.

Additionally, this section clarifies and codifies longstanding prac-
tices that allow lenders and servicers to collect premiums and fees
incurred for coverage beginning on the date an existing flood insur-
ance policy lapsed or did not provide sufficient coverage. In this cir-
cumstance, the lender can collect fees and premiums for “force-
placed” insurance during the 45-day notification period.

To encourage greater private sector participation, this section
further requires lenders to accept non-NFIP backed flood insurance
coverage provided by a private entity if that coverage meets all the
same requirements as NFIP-backed flood insurance.

This section also clarifies that private sector flood insurance
products are acceptable where they meet the requirements of the
NFIP. Like other property-casualty insurance products, private-sec-
tor flood products and the companies that offer them would be sub-
ject to state regulation. This section does not create preferences ei-
ther for government or private-sector flood products; it does con-
firm, however, that private sector flood insurance products could
replace Federal government products.

Section 4. Reforms of coverage terms

This section sets the minimum deductible levels at $1,000 for
properties with full-risk rates and $2,000 for properties with dis-
counted rates. It also establishes that the maximum coverage lim-
its will be indexed for inflation, starting in 2012.

This section also authorizes FEMA to offer optional coverage for
additional living expenses, up to a maximum of $5,000, as well as
to offer optional coverage for the interruption of business oper-
ations up to a maximum of $20,000, provided that FEMA: (1)
charges full-risk rates for such coverage; (2) makes a finding that
a competitive private market for such coverage does not exist; and
(3) certifies that the NFIP has the capacity to offer such coverage
without the need to borrow additional funds from Treasury.

Additionally, this section directs FEMA to offer policyholders the
option of paying their premiums for one-year policies in install-
ments, and authorizes FEMA to impose higher rates or surcharges,
or to deny future access to NFIP coverage, if property owners at-
tempt to limit their coverage to coincide only with the annual
storm season by neglecting to pay their premiums on schedule.

Section 5. Reforms of premium rates

This section increases the annual cap on premium rate increases
from 10 percent to 20 percent. It also provides for a phase-in of
full-risk rates for newly-mapped areas. For properties mapped into
a high-risk area, initial rates are set at a 50 percent discount from
full-risk rates, with annual rate increases thereafter limited by the
aforementioned 20 percent annual cap. For areas eligible for the
lower-cost Preferred Risk Policy (PRP) rates, the phase-in begins
after the expiration of their PRP rates. For all properties, the
phase-in of rates only applies to residential properties occupied by
their owner or a bona fide tenant as a primary residence.

Additionally, beginning one year after enactment, the premium
rate subsidies (pre-FIRM discounts) for certain properties in the
following categories are phased-out, with annual rate increases lim-
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ited by a 20 percent annual cap: commercial properties, second and
vacation homes (i.e., residential properties not occupied by any in-
dividual as a primary residence), homes sold to new owners, homes
damaged or improved (substantial flood damage exceeding 50 per-
cent or substantial improvement exceeding 30 percent of the fair
market value of the property), and properties with multiple flood
claims (i.e., statutorily defined severe repetitive loss properties).

This section removes the eligibility of property owners who allow
their policies to lapse by choice to receive discounted rates on those
properties. Furthermore, the section updates the standards by
which FEMA evaluates a community’s eligibility for special flood
insurance rates by considering: (1) state and local funding, in addi-
tion to federal funding, of flood control projects; (2) reconstruction
and improvements, in addition to construction, of flood control
projects; (3) the standard of “present value” in evaluating the
progress of work completed on a flood control system; (4) riverine,
in addition to coastal, flood hazard areas; and (5) the assessment
of qualified private entities, instead of a federal agency, to deter-
mine if a flood protection system is restorable.

Section 6. Technical Mapping Advisory Council

This section re-establishes the Technical Mapping Advisory
Council (Council), which operated from 1995 to 2000. The Council
would bring together the FEMA Administrator as well as rep-
resentatives of Federal agencies with mapping responsibilities, rep-
resentatives of state governments, representatives of local govern-
ments, and private sector experts to review and propose new map-
ping standards within one year. FEMA then would be required,
within six months, to revise its criteria for updating flood hazard
maps based on the Council’s recommendations. The Council also
would assist FEMA in addressing mapping issues as they arise.

Section 7. FEMA incorporation of new mapping protocols

This section requires FEMA to update flood insurance rate maps
according to revised standards recommended by the Technical Map-
ping Advisory Council within six months, or to submit a report to
Congress with an explanation for any recommendations it did not
implement. This section also provides for a temporary suspension
of the existing flood insurance mandatory purchase requirement
until the new mapping protocols are implemented for any property
the owner of which submits an elevation study documenting that
the lowest level of the property is at least 3 feet higher than the
elevation of the 100-year flood plain.

Section 8. Treatment of levees

This section prohibits FEMA from issuing or updating flood in-
surance maps that do not factor in the actual protection afforded
by existing levees regardless of their accreditation status. FEMA's
former “without levees” policy assumed that an existing levee or
other flood control structure that does not meet FEMA certification
levels does not exist for the purposes of mapping flood hazard
areas. This section codifies FEMA's new policy, which takes into
consideration the existence of levees and flood control structures for
maps and flood insurance rates. Therefore, FEMA'’s previous “all or
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nothing” approach for mapping flood hazard areas is eliminated
and allows for “partial credit.”

Section 9. Privatization initiatives

This section directs FEMA and GAO each to assess a broad
range of options to begin privatizing the NFIP over time and to re-
port to Congress with recommendations in 18 months. Also, in re-
viewing the full range of risks associated with flooding, the FEMA
Administrator is authorized to carry out initiatives to determine
the capacity of private insurers, reinsurers, and financial markets
to assume a portion the flood risk exposure in the United States.
These provisions also clarify the FEMA Administrator's authority
to use private market reinsurance capacity to minimize the likeli-
hood that the program would need to borrow additional Treasury
funds. In addition, FEMA is directed to assess the capacity of the
private reinsurance market by seeking proposals to assume a por-
tion of the program’s risk, and to submit a report on such assess-
ment within six months of enactment. Finally, this section requires
FEMA each year to assess the capacity of the NFIP to pay claims
without having to borrow from the Treasury, including its use of
private sector reinsurance, and report that assessment to Congress.

Section 10. FEMA annual report on insurance program

This section replaces the required biennial report of FEMA to the
President with an annual report to Congress including detailed in-
formation about the financial status of the program.

Section 11. Actuarial rates for severe repetitive loss properties refus-
ing mitigation or purchase offers

This section requires owners of severe repetitive loss properties
who refuse government offers of mitigation or purchase assistance
for their properties to forfeit their subsidized rates and pay full ac-
tuarial rates.

Section 12. Mitigation assistance

This section clarifies that the demolition and rebuilding of flood-
damaged properties should be considered by FEMA as an eligible
activity for the purpose of mitigation assistance, which must be
cost-effective.

Section 13. Grants for direct funding of mitigation activities for in-
dividual repetitive claims properties

This section allows for mitigation grants for repetitive flood loss
properties to be provided directly to homeowners.

Section 14. Notification to homeowners regarding mandatory pur-
chase requirement applicability and rate phase-ins

This section directs FEMA to establish an annual notification
process to inform individuals who reside in an area having special
flood hazards: (1) that they live in a such an area; (2) what the geo-
graphical boundaries of that area are; (3) if they are subject to the
prohibition on the extension of subsidized rates for lapsed policies;
(4) that they are subject to the existing flood insurance mandatory
purchase requirement; and (5) what other homeowners in similar
areas pay (on an estimated basis) for flood insurance.
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Section 15. Notification of establishment of flood elevations

This section requires that FEMA notify Members of the House
and Senate whose districts or states would be affected when there
are changes or updates to a floodplain area or flood risk zones.

Section 16. Notification to tenants of the availability of contents in-
surance

This section requires FEMA to develop and distribute a notice to
landlords and building managers that informs tenants: (1) if they
live in an area having special flood hazards; (2) that NFIP offers
insurance for the contents of the apartment; (3) the maximum level
of that coverage; and (4) where to find information about obtaining
such coverage.

Section 17. Notification to policy holders regarding direct manage-
ment of policy by FEMA

This section requires FEMA to annually notify all holders of poli-
cies transferred to FEMA’s NFIP Direct policy servicing program of
their options to purchase flood insurance directly from another
Write-Your-Own (WYQ) insurance company.

Section 18. Notice of the availability of flood insurance and escrow
in RESPA good faith estimate

This section amends the Real Estate Settlement Procedures Act
(RESPA) to disclose as part of RESPA’s good faith estimate: (1)
that flood insurance is generally available from the NFIP for homes
located both in and out of a special flood hazard area; (2) the con-
tact information for the NFIP; and (3) that the escrowing of flood
insurance payments is required for many loans and may be an op-
tion available under other loans.

Section 19. Reimbursement for costs incurred by homeowners ob-
taining Letters of Map Amendment

This section allows homeowners to be reimbursed for certain
costs associated with a successful challenge to a bona fide mapping
error made by FEMA resulting in a Letter of Map Amendment
(LOMA), not including legal fees.

Section 20. Treatment of swimming pool enclosures outside of hurri-
cane season

This section allows certain properties with swimming pools that
are enclosed with non-supporting breakaway walls outside of hurri-
cane season (November 20 through June 1) to be eligible for par-
ticipation in the NFIP.

Section 21. CDBG eligibility for flood insurance outreach activities
and community building code administration grants

To give local communities more flexibility to reduce the potential
for property losses caused by flooding events, this section permits
funds awarded under the Community Development Block Grant
(CDBG) program to be used for local building code enforcement, as
long as local matching funds are provided. It also allows CDBG
funds to be used by local governments for flood risk outreach and
education activities.
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Section 22. Technical corrections

This section contains a technical correction to the underlying Na-
tional Flood Insurance Act of 1968 and the Flood Disaster Protec-
tion Act of 1973 to update references in those statutes to the head
of FEMA as its “Administrator” rather than its “Director.”

Section 23. Report on write-your-own program

To address the rapid increase in the number of policies adminis-
tered under the FEMA's NFIP Direct policy servicing program, this
section requires FEMA to report on the policies and procedures
that it can implement to limit the size of the NFIP Direct to less
than 10 percent of all flood insurance policies. Last year, a WYO
carrier decided to no longer participate in NFIP and placed the ad-
ministration and servicing rights of all 800,000 of its policies with
FEMA's NFIP Direct program. Prior to this, only about 250,000
policies were administered by NFIP Direct; now, FEMA is respon-
sible for administering approximately 1,000,000 NFIP Direct poli-
cies. Having a large number of WYO carriers (there are currently
88) ensures that the ability to effectively administer the program
is spread among many firms and is not overly concentrated in the
Federal government.

Section 24. Studies of voluntary community-based flood insurance
options

This section requires FEMA and GAO each to conduct a study
to assess options, methods, and strategies for offering voluntary
community-based flood insurance policy options, and report their
findings to Congress within 18 months.

Section 25. Report on inclusion of building codes in floodplain man-
agement criteria

This section directs FEMA to study the impact, effectiveness, and
feasibility of including widely used and nationally recognized build-
ing codes as part of its floodplain management criteria and report
its findings to Congress within 18 months. It is the intent of this
provision that FEMA would examine only the use of the Inter-
national Building Code© and/or International Residential Code @,
which contain relevant provisions covering flood plain management
and are consistent with the current NFIP. Such “impact” studies,
including those designed to examine building code requirements in
rural communities and on Indian reservations, must address cost
impacts, including upfront costs to consumers for buildings covered
by such codes, and include in the “feasibility and effectiveness” as-
sessment of the use of “innovative materials and systems for flood-
resistant construction.”

The report must include language specifying that FEMA is re-
quired to abide by the standard regulatory process in considering
the inclusion and application of building codes in these criteria.
This section does not authorize FEMA to establish regulatory guid-
ance that may be used in any enforcement action brought by the
agency.

Section 26. Study on graduated risk

This section requires the National Academy of Sciences to study
methods for understanding graduated risk for properties and resi-
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dential and commercial structures behind levees and report its
findings to Congress within one year.

Section 27. No cause of action

In an effort to ensure that individuals living in areas subject to
flooding are aware of the potential risks that they face and insur-
ance options available to them, various provisions of H.R. 1309
place certain notification requirements on FEMA. These require-
ments—particularly those in Section 14 regarding “Notification to
Homeowners Regarding Mandatory Purchase Requirement Applica-
bility and Rate Phase-Ins,” Section 15 regarding “Notification of
Establishment of Flood Elevations,” Section 16 regarding “Notifica-
tion to Tenants of the Availability of Contents Insurance,” Section
17 regarding “Notification to Policy Holders Regarding Direct Man-
agement of Policy by FEMA,” and Section 18 regarding “Notice of
the Availability of Flood Insurance and Escrow in RESPA Good
Faith Estimate”—were designed to serve a strictly informational
purpose for various stakeholders.

The Committee intended for these notification requirements to
educate individuals living in flood zones about flood risks, explain
options to existing NFIP policyholders, and inform policymakers
about pertinent mapping changes. Because the Committee did not
intend for these requirements to give rise to private rights of action
against the NFIP, FEMA, or any other agency of the United States
for failure to meet the obligations imposed by the bill or the under-
lying statute, this section specifies that no cause of action against
the federal government exists for violations of any notification re-
quirement under this Act. Furthermore, this language was de-
signed to codify existing judicial interpretations regarding similar
notice requirements. See, e.g., Paul v. Landsafe Flood Determina-
tion, Inc., 550 F.3d 511 (5th Cir. 2008); Wentwood Woodside I, LP
v. GMAC Commercial Mortgage Corp., 419 F.3d 310 (5th Cir.
2005); Till v. Unifirst Fed. Sav. & Loan Ass'n., 653 F.2d 152 (5th
Cir. 1981); Barras v. Cmty. Home Loan, LLC, No. 06-2000, 2007
WL 2156558, 2007 U.S. Dist. LEXIS 53534 (W.D.La. July 24,
2007); Clade v. Stone Ins., Inc., No. CIV.A.06-2304-F, 2006 WL
2366373, 2006 U.S. Dist. LEXIS 57152 (E.D.La. Aug. 14, 2006).

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIIl of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

NATIONAL FLOOD INSURANCE ACT OF 1968
TITLE XIII—NATIONAL FLOOD INSURANCE
SHORT TITLE

SEC. 1301. This title may be cited as the “National Flood Insur-
ance Act of 1968".

* * * * * * *
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CHAPTER I—THE NATIONAL FLOOD INSURANCE PROGRAM
BASIC AUTHORITY

SEC. 1304. (a) To carry out the purposes of this title, the ¢Direc-
tor Administrator of the Federal Emergency Management Agency
is authorized to establish and carry out a national flood insurance
program which will enable interested persons to purchase insur-
ance against loss resulting from physical damage to or loss of real
property or personal property related thereto arising from any flood
occurring in the United States.

(b) ADDITIONAL COVERAGE FOR COMPLIANCE WITH LAND USE AND
CONTROL MEASURES.—The national flood insurance program estab-
lished pursuant to subsection (a) shall enable the purchase of in-
surance to cover the cost of implementing measures that are con-
sistent with land use and control measures established by the com-
munity under section 1361 for—

(1) * Kk x

* * * * * * *

(3) properties that have sustained flood damage on multiple
occasions, if the ¢Director Administrator determines that it is
cost-effective and in the best interests of the National Flood In-
surance Fund to require compliance with the land use and con-
trol measures.

* * * * * * *

The ¢Director Administrator shall impose a surcharge on each in-
sured of not more than $75 per policy to provide cost of compliance
coverage in accordance with the provisions of this subsection.

(c) In carrying out the flood insurance program the ¢Director
Administrator shall, to the maxmium extent practicable, encourage
and arrange for—

(1) * * x

* * * * * * *

SCOPE OF PROGRAM AND PRIORITIES

SEC. 1305. (a) In carrying out the flood insurance program the
¢Director Administrator shall afford a priority to making flood in-
surance available to cover residential properties which are de-
signed for the occupancy of from one to four families, church prop-
erties, and business properties which are owned or leased and oper-
ated by small business concerns.

(b) If on the basis of—

(1) * * x

* * * * * * *

the ¢Director Administrator determines that it would be feasible
to extend the flood insurance program to cover other properties, he
may take such action under this title as from time to time may be
necessary in order to make flood insurance available to cover, on
such basis as may be feasible, any types and classes of—

(A) * * %

* * * * * * *
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(c) The ¢Director Administrator shall make flood insurance
available in only those States or areas (or subdivisions thereof)
which he has determined have—

(1) * * *

* * * * * * *

NATURE AND LIMITATION OF INSURANCE COVERAGE

SEC. 1306. (a) The ¢Director Administrator shall from time to
time, after consultation with the advisory committee authorized
under section 1318, appropriate representatives of the pool formed
or otherwise created under section 1331, and appropriate rep-
resentatives of the insurance authorities of the respective States,
provide by regulation for general terms and conditions of insur-
ability which shall be applicable to properties eligible for flood in-
surance coverage under section 1305, including—

(1) * x *x

* * * * * * *

(b) In addition to any other terms and conditions under sub-
section (a), such regulations shall provide that—

(1) any flood insurance coverage based on chargeable pre-
mium rates under section 1308 which are less than the esti-
mated premium rates under section 1307(a)(1) shall not ex-
ceed (A)* * *

(B) in the case of business properties which are owned
or leased and operated by small business concerns, an ag-
gregate liability with respect to any single structure, in-
cluding any contents thereof related to premises of small
business occupants (as term is defined by the ¢Director
Administrator), which shall be equal to (i) $100,000 plus
(i) $100,000 multiplied by the number of such occupants
and shall be allocated among such occupants (or among
the occupant or occupants and the owner) under regula-
tions prescribed by the :Director Administrator; except
that the aggregate liability for the structure itself may in
no case exceed $100,000; and

* * * * * * *

(2) ¢in the case of any residential property in the case of
any residential building designed for the occupancy of from one
to four families for which the risk premium rate is determined
in accordance with the provisions of section 1307(a)(1), addi-
tional flood insurance in excess of the limits specified in clause
(i) of subparagraph (A) of paragraph (1) ¢:shall be made avail-
able to every insured upon renewal and every applicant for in-
surance so as to enable such insured or applicant to receive
coverage up to a total amount (including such limits specified
in paragraph (1)(A)(i)) of $250,000 shall be made available,
with respect to any single such building, up to an aggregate li-
ability (including such limits specified in paragraph (1)(A)(i)) of
$250,000;

* * * * * * *

(4) ¢in the case of any nonresidential property, including
churches, in the case of any nonresidential building, including
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a church, for which the risk premium rate is determined in ac-
cordance with the provisions of section 1307(a)(1), additional
flood insurance in excess of the limits specified in subpara-
graphs (B) and (C) of paragraph (1) ¢shall be made available
to every insured upon renewal and every applicant for insur-
ance, in respect to any single structure, up to a total amount
(including such limit specified in subparagraph (B) or (C) of
paragraph (1), as applicable) of $500,000 for each structure and
$500,000 for any contents related to each structure shall be
made available with respect to any single such building, up to
an aggregate liability (including such limits specified in sub-
paragraph (B) or (C) of paragraph (1), as applicable) of
$500,000, and coverage shall be made available up to a total
of $500,000 aggregate liability for contents owned by the build-
ing owner and $500,000 aggregate liability for each unit within
the building for contents owned by the tenant; cand

(5) the Administrator may provide that, in the case of any
residential property, each renewal or new contract for flood in-
surance coverage may provide not more than $5,000 aggregate
liability per dwelling unit for any necessary increases in living
expenses incurred by the insured when losses from a flood make
the residence unfit to live in, except that—

(A) purchase of such coverage shall be at the option of the
insured,;

(B) any such coverage shall be made available only at
chargeable rates that are not less than the estimated pre-
mium rates for such coverage determined in accordance
with section 1307(a)(1); and

(C) the Administrator may make such coverage available
only if the Administrator makes a determination and
causes notice of such determination to be published in the
Federal Register that—

(i) a competitive private insurance market for such
coverage does not exist; and

(ii) the national flood insurance program has the ca-
pacity to make such coverage available without bor-
rowing funds from the Secretary of the Treasury under
section 1309 or otherwise;

(6) the Administrator may provide that, in the case of any
commercial property or other residential property, including
multifamily rental property, coverage for losses resulting from
any partial or total interruption of the insured’s business
caused by damage to, or loss of, such property from a flood may
be made available to every insured upon renewal and every ap-
plicant, up to a total amount of $20,000 per property, except
that—

(A) purchase of such coverage shall be at the option of the
insured,;

(B) any such coverage shall be made available only at
chargeable rates that are not less than the estimated pre-
mium rates for such coverage determined in accordance
with section 1307(a)(1); and

(C) the Administrator may make such coverage available
only if the Administrator makes a determination and
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causes notice of such determination to be published in the
Federal Register that—
(i) a competitive private insurance market for such
coverage does not exist; and
(i1) the national flood insurance program has the ca-
pacity to make such coverage available without bor-
rowing funds from the Secretary of the Treasury under
section 1309 or otherwise;
¢(5) (7) any flood insurance coverage which may be made
available in excess of the limits specified in subparagraph (A),
(B), or (C) of paragraph (1), shall be based only on chargeable
premium rates under section 1308 which are not less than the
estimated premium rates under section 1307(a)(1), and the
amount of such excess coverage shall not in any case exceed an
amount equal to the applicable limit so specified (or allocated)
under paragraph (1)(C), (2), (3), or (4), as applicable¢. ; and
(8) each of the dollar amount limitations under paragraphs
(2), (3), (4), (5), and (6) shall be adjusted effective on the date
of the enactment of the Flood Insurance Reform Act of 2011,
such adjustments shall be calculated using the percentage
change, over the period beginning on September 30, 1994, and
ending on such date of enactment, in such inflationary index as
the Administrator shall, by regulation, specify, and the dollar
amount of such adjustment shall be rounded to the next lower
dollar; and the Administrator shall cause to be published in the
Federal Register the adjustments under this paragraph to such
dollar amount limitations; except that in the case of coverage
for a property that is made available, pursuant to this para-
graph, in an amount that exceeds the limitation otherwise ap-
plicable to such coverage as specified in paragraph (2), (3), (4),
(5), or (6), the total of such coverage shall be made available
only at chargeable rates that are not less than the estimated
premium rates for such coverage determined in accordance with
section 1307(a)(1).

* * * * * * *

(d) PAYMENT OF PREMIUMS IN INSTALLMENTS FOR RESIDENTIAL
PROPERTIES.—

(1) AUTHORITY.—In addition to any other terms and condi-
tions under subsection (a), such regulations shall provide that,
in the case of any residential property, premiums for flood in-
surance coverage made available under this title for such prop-
erty may be paid in installments.

(2) LIMITATIONS.—In implementing the authority under para-
graph (1), the Administrator may establish increased charge-
able premium rates and surcharges, and deny coverage and es-
tablish such other sanctions, as the Administrator considers
necessary to ensure that insureds purchase, pay for, and main-
tain coverage for the full term of a contract for flood insurance
coverage or to prevent insureds from purchasing coverage only
for periods during a year when risk of flooding is comparatively
higher or canceling coverage for periods when such risk is com-
paratively lower.
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ESTIMATES OF PREMIUM RATES

SEC. 1307. (a) The ¢Director Administrator is authorized to un-
dertake and carry out such studies and investigations and receive
or exchange such information as may be necessary to estimate, and
shall from time to time estimate, on an area, subdivision, or other
appropriate basis—

(1) * * *

* * * * * * *

(b) In carrying out subsection (a), the ¢Director Administrator
shall, to the maximum extent feasible and on a reimbursable basis,
utilize the services of the Department of the Army, the Department
of the Interior, The Department of Agriculture, the Department of
Commerce, and the Tennessee Valley Authority, and, as appro-
priate, other Federal departments or agencies, and for such pur-
poses may enter into agreements or other appropriate arrange-
ments with any persons.

(c) The ¢Director Administrator shall give priority to conducting
studies and investigations and making estimates under this section
in those States or areas (or subdivisions thereof) which he has de-
termined have evidenced a positive interest in securing flood insur-
ance coverage under the flood insurance program.

(d) Notwithstanding any other provision of law, any structure ex-
isting on the date of enactment of the Flood Disaster Protection Act
of 1973 and located within Avoyelles, Evangeline, Rapides, or Saint
Landry Parish in the State of Louisiana, which the :Director Ad-
ministrator determines is subject to additional flood hazards as a
result of the construction or operation of the Atchafalaya Basin
Levee System, shall be eligible for flood insurance under this title
(if and to the extent it is eligible for such insurance under the other
provisions of this title) at premium rates that shall not exceed
those which would be applicable if such additional hazards did not
exist.

(e) Notwithstanding any other provision of law, any community
that has made adequate progress, acceptable to the ¢Director Ad-
ministrator, on the ¢construction of a flood protection system con-
struction, reconstruction, or improvement of a flood protection sys-
tem (without respect to the level of Federal investment or participa-
tion) which will afford flood protection for the one-hundred-year
frequency flood as determined by the :Director Administrator,
shall be eligible for flood insurance under this title (if and to the
extent it is eligible for such insurance under the other provisions
of this title) at premium rates not exceeding those which would be
applicable under this section if such flood protection system had
been completed. The ¢Director Administrator shall find that ade-
quate progress on the ¢construction of a flood protection system
construction, reconstruction, or improvement of a flood protection
system as required herein has been only if (1) 100 percent of the
project cost of the system has been authorized, (2) at least 60 per-
cent of the project cost of the system has been appropriated, (3) at
least 50 percent of the project cost of the system has been expended
based on the present value of the completed system, and (4) the sys-
tem is at least 50 percent completed.

(f) Notwithstanding any other provision of law, this subsection
shall only apply in a community which has been determined by the
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¢Director Administrator of the Federal Emergency Management
Agency to be in the process of restoring flood protection afforded by
a flood protection system that had been previously accredited on a
Flood Insurance Rate Map as providing 100-year frequency flood
protection but no longer does so (without respect to the level of Fed-
eral investment or participation). Except as provided in this sub-
section, in such a community, flood insurance shall be made avail-
able to those properties impacted by the disaccreditation of the
flood protection system at premium rates that do not exceed those
which would be applicable to any property located in an area of
special flood hazard, the construction of which was started prior to
the effective date of the initial Flood Insurance Rate Map published
by the ¢Director Administrator for the community in which such
property is located. A revised Flood Insurance Rate Map shall be
prepared for the community to delineate as Zone AR the areas of
special flood hazard, whether coastal or riverine, that result from
the disaccreditation of the flood protection system. A community
will be considered to be in the process of restoration if—

(1) the flood protection system has been deemed restorable
by :ca Federal agency in consultation with the local project
sponsor the entity or entities that own, operate, maintain, or
repair such system;

* * * * * * *

Communities that the ¢Director Administrator of the Federal
Emergency Management Agency determines to meet the criteria
set forth in paragraphs (1) and (2) as of January 1, 1992, shall not
be subject to revised Flood Insurance Rate Maps that contravene
the intent of this subsection. Such communities shall remain eligi-
ble for C zone rates for properties located in zone AR for any policy
written prior to promulgation of final regulations for this section.
Floodplain management criteria for such communities shall not re-
quire the elevation of improvements to existing structures and
shall not exceed 3 feet above existing grade for new construction,
provided the base flood elevation based on the disaccredited flood
control system does not exceed five feet above existing grade, or the
remaining new construction in such communities is limited to infill
sites, rehabilitation of existing structures, or redevelopment of pre-
viously developed areas.

The ¢Director Administrator of the Federal Emergency Manage-
ment Agency shall develop and promulgate regulations to imple-
ment this subsection, including minimum floodplain management
criteria, within 24 months after the date of enactment of this sub-
section.

ESTABLISHMENT OF CHARGEABLE PREMIUM RATES

SEC. 1308. (a) On the basis of estimates made under section 1307
and such other information as may be necessary, the ¢Director
Administrator shall from time to time, after consultation with the
advisory committee authorized under section 1318, appropriate rep-
resentatives of the pool formed or otherwise created under section
1331, and appropriate representatives of the insurance authorities
of the respective States, prescribe by regulation or notice—

(1) * k x

* * * * * * *



51

(c) ACTUARIAL RATE PROPERTIES.—Subject only to :the limita-
tions provided under paragraphs (1) and (2) subsection () and
subsection (g), the chargeable rate shall not be less than the appli-
cable estimated risk premium rate for such area (or subdivision
thereof) under section 1307(a)(1) with respect to the following prop-
erties:

(1) POST-FIRM PROPERTIES.—AnNy property the construction or
substantial improvement of which the ¢Director Adminis-
trator determines has been started after December 31, 1974, or
started after the effective date of the initial rate map published
by the ¢Director Administrator under paragraph (2) of section
1360 for the area in which such property is located, whichever
is later¢, except that the chargeable rate for properties under
this paragraph shall be subject to the limitation under sub-
section (e) .

(2) COMMERCIAL PROPERTIES.—AnNy nonresidential property.

(3) SECOND HOMES AND VACATION HOMES.—Any residential
property that is not the primary residence of any individual.

(4) HOMES SOLD TO NEW OWNERS.—Any single family prop-
erty that—

(A) has been constructed or substantially improved and
for which such construction or improvement was started, as
determined by the Administrator, before December 31,
1974, or before the effective date of the initial rate map
published by the Administrator under paragraph (2) of sec-
tion 1360(a) for the area in which such property is located,
whichever is later; and

(B) is purchased after the effective date of this para-
graph, pursuant to section 5(c)(3)(A) of the Flood Insurance
Reform Act of 2011.

(5) HOMES DAMAGED OR IMPROVED.—AnNy property that, on or
after the date of the enactment of the Flood Insurance Reform
Act of 2011, has experienced or sustained—

(A) substantial flood damage exceeding 50 percent of the
fair market value of such property; or

(B) substantial improvement exceeding 30 percent of the
fair market value of such property.

(6) HOMES WITH MULTIPLE CLAIMS.—AnNy severe repetitive loss
property (as such term is defined in section 1361A(b)).

&(2) (7) CERTAIN LEASED COASTAL AND RIVER PROP-
ERTIES.—AnNny property leased from the Federal Government
(including residential and nonresidential properties) that the
¢Director Administrator determines is located on the river-
facing side of any dike, levee, or other riverine flood control
structure, or seaward of any seawall or other coastal flood con-
trol structure.

(d) With respect to any chargeable premium rate prescribed
under this section, a sum equal to the portion of the rate that cov-
ers any administrative expenses of carrying out the flood insurance
and floodplain management programs which have been estimated
under paragraphs (1)(B)(ii) and (1)(B)(iii) of section 1307(a) or para-
graph (2) of such section (including the fees under such para-
graphs), shall be paid to the ¢Director Administrator. The ¢Direc-
tor Administrator shall deposit the sum in the National Flood In-
surance Fund established under section 1310.
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(e) ANNUAL LIMITATION ON PREMIUM INCREASES.—Except with
respect to properties described under cparagraph (2) or (3) para-
graph (7) of subsection (c) or subsection (h), and notwithstanding
any other provision of this title, the chargeable risk premium rates
for flood insurance under this title for any properties within any
single risk classification may not be increased by an amount that
would result in the average of such rate increases for properties
within the risk classification during any 12-month period exceeding
¢10 percent 20 percent of the average of the risk premium rates
for properties within the risk classification upon the commence-
ment of such 12-month period.

(f) ADJUSTMENT OF PREMIUM.—Notwithstanding any other provi-
sion of law, if the ¢Director Administrator determines that the
holder of a flood insurance policy issued under this Act is paying
a lower premium than is required under this section due to an
error in the flood plain determination, the :Director Adminis-
trator may only prospectively charge the higher premium rate.

(9) 5-YEAR PHASE-IN OF FLOOD INSURANCE RATES FOR CERTAIN
PROPERTIES IN NEWLY MAPPED AREAS.—

(1) 50 PERCENT RATE FOR INITIAL YEAR.—Notwithstanding
subsection (c) or any other provision of law relating to charge-
able risk premium rates for flood insurance coverage under this
title, in the case of any area that was not previously designated
as an area having special flood hazards and that, pursuant to
any issuance, revision, updating, or other change in flood insur-
ance maps, becomes designated as such an area, during the 12-
month period that begins, except as provided in paragraph (2),
upon the date that such maps, as issued, revised, updated, or
otherwise changed, become effective, the chargeable premium
rate for flood insurance under this title with respect to any cov-
ered property that is located within such area shall be 50 per-
cent of the chargeable risk premium rate otherwise applicable
under this title to the property.

(2) APPLICABILITY TO PREFERRED RISK RATE AREAS.—In the
case of any area described in paragraph (1) that consists of or
includes an area that, as of date of the effectiveness of the flood
insurance maps for such area referred to in paragraph (1) as
so issued, revised, updated, or changed, is eligible for any rea-
son for preferred risk rate method premiums for flood insurance
coverage and was eligible for such premiums as of the enact-
ment of the Flood Insurance Reform Act of 2011, the 12-month
period referred to in paragraph (1) for such area eligible for
preferred risk rate method premiums shall begin upon the expi-
ration of the period during which such area is eligible for such
preferred risk rate method premiums.

(3) PHASE-IN OF FULL ACTUARIAL RATES.—With respect to any
area described in paragraph (1), upon the expiration of the 12-
month period under paragraph (1) or (2), as applicable, for
such area, the Administrator shall increase the chargeable risk
premium rates for flood insurance under this title for covered
properties in such area by 20 percent, and by 20 percent upon
the expiration of each successive 12-month period thereafter
until the chargeable risk premium rates comply with subsection

(©).
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(4) COVERED PROPERTIES.—For purposes of the subsection,
the term “covered property” means any residential property oc-
cupied by its owner or a bona fide tenant as a primary resi-
dence.

(h) PROHIBITION OF EXTENSION OF SUBSIDIZED RATES TO LAPSED
POLICIES.—Notwithstanding any other provision of law relating to
chargeable risk premium rates for flood insurance coverage under
this title, the Administrator shall not provide flood insurance cov-
erage under this title for any property for which a policy for such
coverage for the property has previously lapsed in coverage as a re-
sult of the deliberate choice of the holder of such policy, at a rate
less than the applicable estimated risk premium rates for the area
(or subdivision thereof) in which such property is located.

SEC. 1308A. NOTIFICATION TO TENANTS OF AVAILABILITY OF CON-
TENTS INSURANCE.

(&) IN GENERAL.—The Administrator shall, upon entering into a
contract for flood insurance coverage under this title for any prop-
erty—

(1) provide to the insured sufficient copies of the notice devel-
oped pursuant to subsection (b); and

(2) require the insured to provide a copy of the notice, or oth-
erwise provide notification of the information under subsection
(b) in the manner that the manager or landlord deems most ap-
propriate, to each such tenant and to each new tenant upon
commencement of such a tenancy.

(b) NOTICE.—Notice to a tenant of a property in accordance with
this subsection is written notice that clearly informs a tenant—

(1) whether the property is located in an area having special
flood hazards;

(2) that flood insurance coverage is available under the na-
tional flood insurance program under this title for contents of
the unit or structure leased by the tenant;

(3) of the maximum amount of such coverage for contents
available under this title at that time; and

(4) of where to obtain information regarding how to obtain
such coverage, including a telephone number, mailing address,
and Internet site of the Administrator where such information
is available.

FINANCING

SEC. 1309. (a) All authority which was vested in the Housing and
Home Finance Administrator by virtue of section 15(e) of the Fed-
eral Flood Insurance Act of 1956 (70 Stat. 1084) (pertaining to the
issue of notes or other obligations or the Secretary of the Treasury),
as amended by subsections (a) and (b) of section 1303 of this Act,
shall be available to the ¢Director Administrator for the purpose
of carrying out the flood insurance program under this title; except
that the total amount of notes and obligations which may be issued
by the ¢Director Administrator pursuant to such authority (1)
without the approval of the President, may not exceed
$500,000,000, and (2) with the approval of the President, may not
exceed $1,500,000,000 through the date specified in section 1319,
and $1,000,000,000 thereafter; except that, through :September 30,
2011 September 30, 2016, clause (2) of this sentence shall be ap-
plied by substituting “$20,725,000,000" for “$1,500,000,000”. The
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¢Director Administrator shall report to the Committee on Bank-
ing, Finance and Urban Affairs of the House of Representatives
and the Committee on Banking, Housing, and Urban Affairs of the
Senate at any time when he requests the approval of the President
in accordance with the preceding sentence.

(b) Any funds borrowed by the ¢Director Administrator under
this authority shall, from time to time, be deposited in the National
Flood Insurance Fund established under section 1310.

NATIONAL FLOOD INSURANCE FUND

SEC. 1310. (a) To carry out the flood insurance program author-
ized by this title, the ¢Director Administrator shall establish in
the Treasury of the United States a National Flood Insurance Fund
(hereinafter referred to as the “fund”) which shall be an account
separate from any other accounts or funds available to the ¢Direc-
tor Administrator and shall be available as described in sub-
section (f), without fiscal year limitation (except as otherwise pro-
vided in this section)—

(1) * * *
* * * * * * *

(9) for funding, not to exceed $10,000,000 in any fiscal year,
which shall re