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The topic of flood insurance — who has it, who doesn’t have it, 
who thinks they have it and what it
 actually covers when your home is flooded — has 
been dominating the national headlines since Hurricanes Harvey, 
Irma and Marie devastated parts of Texas, Florida and Puerto 
Rico.  

But since 2012 the number of homeowners with flood insurance 
policies nationwide has fallen by roughly 10 percent.1 In Florida, 
in the five years before Hurricane Irma
 made landfall, causing $50 billion in damage, flood 
insurance policies fell by 16 percent.2 Less than 20 percent of 
Houston residents had flood insurance when Hurricane Harvey 
drowned parts of Texas.3 

With flood insurance policies on the decline and an increase of 
flooding all over the United States, homeowners living in flood 
zones must consider the great financial risk
 they take when they do not purchase flood 
insurance. The damage from a flood can financially ruin them. 

Even homeowners who do not live in a flood plain should at least 
seriously consider purchasing flood insurance. Just a few inches of 
water can cost thousands of dollars in damage to a home.  

Hurricane Harvey dumped more than 50

 inches of rain over a fourday

 period, causing at least $30 billion to

 $40 billion in damage.4 

What makes flood insurance so important

 is that it can help

 homeowners deal with the financial

 consequences of flooding — although,

 like other types of insurance policies, it doesn’t 

cover all losses. 

A common misconception is that homeowner’s insurance will 
cover flood damage from a flooding event (hurricanes, tropical 
storms, torrential downpours, etc.). However, this is not true.  

Homeowners insurance will cover broken

 pipes, clogged drains and leaky washing

 machines, but it will not

 cover a major flood event. 

Physical damage to a building or personal possessions that is 
directly caused by a flood is generally covered by flood insurance. 
For example, damage caused by a sewer
 backup is covered if the backup is a
 direct result of flooding. However, if
 the backup is caused by some  other 
problem, the damage is not covered.5   

WHAT IS A FLOOD?  

FEMA defines a flood as: 

• A general and temporary condition of
 partial or complete inundation of two or 
more acres of normally dry land area or of  

two or more properties (at least one of which is your 
property) from a. overflow of inland or tidal waters; b. 
unusual and rapid accumulation or runoff of surface waters 
from any source; or c. mudflow. 

• Collapse or subsidence of land
 along the shore of a lake or
 similar body of water as a result of erosion or 
undermining caused by waves or currents of water exceeding 
anticipated cyclical levels that result in a flood.6 

So what options are there when your home has been flooded?  

WHAT IS THE NFIP — AND WHY DOES IT MATTER? 

The National Flood Insurance Program was established with the 
passage of the National Flood Insurance Act of 1968. It is a federal 
program enabling property owners in participating communities 
to purchase flood insurance as protection against flood losses, 
while requiring state and local governments to enforce flood plain 
management ordinances that aim to reduce future flood 
damage.7  

Unit 2 of the NFIP manual mentions that communities can choose 
to voluntary participate in the program. Flood insurance and 
many types of disaster assistance are only available in 
communities that participate by adopting and enforcing flood 
plain management and construction ordinances that meet or 
exceed NFIP guidelines. 

More than 20,000 communities participate in the NFIP in an effort 
to avoid the skyrocketing costs of
 disaster assistance, repair and rebuilding.8   



The NFIP offers two types of coverage: one for buildings, and the 
other for contents. It also offers two types of policies: a preferred 
risk policy, which is for lower-risk
 zones and can be under $400 a
 year, and a standard flood insurance policy. 

The maximum one- to four-family building coverage available to 

homeowners is $250,000, with a

 maximum contents coverage of

 $100,000. Commercial policies offer a

 $500,000 maximum for both 

building and contents coverage.  

WHAT IS INSURED UNDER BUILDING PROPERTY COVERAGE? 

Building property coverage includes:  

• The insured building and its foundation.  

• The electrical and plumbing systems.  
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• Central air-conditioning equipment, furnaces

 and water heaters.  

• Refrigerators, cooking stoves, and built-in

 appliances such as dishwashers.  

• Permanently installed carpeting over an

 unfinished floor.  

• Permanently installed paneling, wallboard,

 bookcases and cabinets.  

• Window blinds.  

• A detached garage (up to 10

 percent of building Ppoperty coverage). 

• Debris removal.9   

WHAT IS INSURED UNDER PERSONAL PROPERTY COVERAGE? 

Personal property coverage includes:  

• Personal belongings such as clothing,

 furniture and electronic equipment.  

• Curtains.  

• Portable and window air conditioners.  

• Portable microwave ovens and portable

 dishwashers.  

• Carpets not included in building coverage

 (see above).  

• Clothes washers and dryers.  

• Food freezers and the food in

 them.  

• Certain valuable items such as original

 artwork and furs (up to $2,500).10  

In 2012 the NFIP began its reform with the Biggert-Waters Act, 
which was later followed by the Homeowner Flood Insurance
 Affordability Act of 2014. The NFIP
 was never designed to be profitable. Its goal was always to 
receive one premium dollar for every claim dollar paid out. 

Because homes that were built before flood maps were instituted 
were not built to a flood code standard, the NFIP offerred
 subsidized rates. A subsidized premium
 is a rate charged to a group of policies that 
results in aggregate premiums insufficient to pay anticipated 
losses and expenses for that group.11  

This caused the NFIP to go billions of dollars in debt, and it is 

why the program had to undergo reform. The legislative goal is
 to do away with these subsidized
 rates and gradually bring everyone 
up to their actuarial rating. 

The actuarial rate is what the homeowner should actually be 

paying for their risk. For example, a

 home with a basement that is 

below the base flood elevation level may have only been

 paying $1,500 annually for their policy

 even though their actuarial rate shows

 they should be paying $4,000 a

 year. This reform enticed private carriers to

 return to the market.  

PRIVATE FLOOD INSURANCE  

The NFIP was initially enacted because the private

 market no longer wanted to underwrite the 

flood peril. At the time, a major flood event could

 destroy an insurance carrier’s whole

 book of business. 

Now, reform and increasing premiums are are providing an 

opportunity for insurers to re-enter the

 marketplace by offering lower rates then 

the NFIP to homes that they determine, through

 catastrophe modeling, present a

 lower risk.  

THE DIFFERENCE BETWEEN PRIVATE AND NFIP FLOOD 

INSURANCE 

Insurers that provide private flood insurance not only offer 
lower rates to homeowners that qualify; they can also offer 
additional coverage. Depending on the carrier, they can offer 
between $500,000 and $1 million in
 building coverage. 
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They can also provide coverage for additional living expenses, 
which would pay for relocation if the insured’s home is 
rendered inhabitable. 

Private insurers offer more coverage on contents outside the 
home and contents located in the basement. In addition some 
carriers will even offer replacement cost value instead of 
actual cash value for both primary and secondary 
homeowners. (The NFIP offers replacement cost value to 
primary homeowners only.) 

Private insurance is clearly one way to improve your flood 
insurance coverage. Another option is to bring the home into 
compliance through flood mitigation. 

WHAT IS FLOOD MITIGATION?  

The NFIP recognizes two forms of
 mitigation: wet and dry flood-proofing. 

These flood-proofing solutions can address the increased 
probability of catastrophic damage. Just as metal window 
shutters preserve the integrity of a home’s windows, wet and 
dry flood-proofing preserve a structure’s foundation.  

Wet flood-proofing techniques reduce the structural stress 
that is caused by hydrostatic pressure during flooding. 
Residential homes built in special flood
 hazard areas (a flood plain) require this type of 
flood-proofing by the NFIP and local building codes.  

This type of flood-proofing requires the automatic entry and 
exit of floodwaters during a flood event and is considered a 
passive approach because the activation of the vent(s) does 
not require human intervention.  

According 44 C.F.R. § 60.3, the minimum

 design criteria for this category of flood plain 

management are: 
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A minimum of two openings having a total net area 
of not less than one square inch for every square 
foot of enclosed area subject to
 flooding is provided. The bottom 
of all openings shall be no higher than one foot 
above grade. Openings may be equipped with 
screens, louvers, valves, or other coverings or 
devices provided that they permit the automatic 
entry and exit of floodwaters.  

An example of wet flood-proofing would be proper flood 
vents in the enclosed area below the home’s lowest floor, 
such as a crawl space. Flood vents would also have to be 
installed in attached and detached garages, sheds and 
unfinished enclosures below an elevated home. 

The NFIP bases their rating on where the lowest floor level is 
compared to your local base flood elevation level. For 
example, if your lowest floor is below the base flood level, 
your flood insurance premium will be significantly higher. 

Wet flood-proofing helps reduce flood insurance rates 
primarily because the vented area becomes exempt from the 
flood insurance rating. As a result, rates would be based on 
the next floor level.  

Dry flood-proofing, on the other hand, is used only for 
commercial building located in a flood plain. Dry 
floodproofing can include passive measures such as 
waterproof sealants and coatings on walls and floors, along 
with automatic backflow prevention valves
 and sump pumps. However, it may also involve 
active measures — such as flood barriers, gates, shields or 
doors — that must be manually activated when high water is 
expected.  

Dry flood-proofing requires emergency operations planning, 
some of which is related to site selection. As some 
approaches include placing barriers over openings, advanced 

disaster planning is crucial to ensure all individuals are out 
before sealing and locking those barriers. 

Engineering considerations for dry flood-proofing include a 
regular inspection and maintenance plan to ensure all 
components operate properly under all conditions, including 
power failure. 

Mechanical equipment, generators, flood barriers or logs, 
and flood shields (including gaskets) should
 be inspected and repaired as needed, and at 
least annually. Further, foundation walls, levees and berms 
must be inspected and repaired as needed to
 ensure there are no cracks.  

By implementing these preventive measures, the business 
owner would receive a dry flood-proofing credit that can be 
applied to their flood insurance policy. This credit would help 
reduce the building’s actuarial risk rate,
 thus lowering the flood insurance premium.  

With flooding being the most common natural disaster in the 
country and happening more frequently, being properly 
prepared for a flood event is absolutely crucial. Ensuring your 
home or commercial building is compliant with 
floodproofing techniques helps to protect your home against 
destruction and reduce flood insurance premiums. 

Owning a flood insurance policy is critical and can prevent 
millions of people from being financially ruined when the 
floodwaters rise. 

“Floods are ‘acts of God,’ but flood losses are largely acts of 
man.” – Gilbert White   
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