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Deaar Admiral Walkins:

It was an honor and a privilege Lo speak before the commiszion, and I support
vour important work in developing recommendations for a coordinated and
comprehensive national ocean policy.

In response to the follow-up questions you submitted, the National Flood
Ingurance Program ( NFIP) docs not subsidize new construction. New
construction 1z charged actuaral rates for flood insurance that reflect the
building's risk of floading. Most coastal communities have been in the
regular program of the NFIP and have had actuamal rates charged on their
new buildings sinee the mid-1970=2, There 12 no "non-rigk adjustment” flood
insurance available for new buildings in eoastal communities. | assume by
"non-risk adjustment” you mean that the rate iz not rigk hazed and that, az a
resull, the premium is subsidized such as the chargeable rates charged to
structures built prior to the publication of a Flood Insurance Rate Map {pre-
FIRM). Again, the NFIP charges actuarial rates for new construction and
docs not subsidize that tvpe of construclion.

The study the Commission refers to is most likely the “BEvaluation ol Erosion
Hazards” study that was conducted for FEMA by the Heinz Center, | spoke
about this study in Anchorage. The Heinz Report was multifaceted and
examined many issues regarding coastal evosion and the NFIP. Although the
relationship between the availability of flood insurance and its cffcet on
development 1n coastal zomes was addressed, this was not a main focus of the
study, The study did not address the apecific question, how much
development in coastal zones occurs because of the availahility of "non-riak
msurance,” as I addreszed above.

Flood insurance policies for new development, whether located inaide or
oulside the coastal zone, are vated actuarially hased on the risk of damage



due to [looding, flood-related erosion, and wave forces. This is true for any
structure built or substantially improved atter December 31, 1974, or started
after the date of the initial publication of the Flood Insurance Rate Map for
the community in which the structure is located.

One of the findings of the Meinz Center study that is relevant to this question
is that aver the last 20 vears there was a 60 percent increase in development
denzity in the high-risk coastal areas, According to the Heinz Cenler,
approximately 15 percent of this increase appeared (o be alltributable to the
avatlahility of flood insurance through the NFIP. However, the study also
notes that because of increased buillding standards and Noodplain
management requirements thatl are parl of the program, flood and erosion
damages per structure have been reduced. In addition, FEMA estimates that
its promotion of sound floodplain risk management practices in communities
participating in the WFLI? have resulted in reduced flood damages to
buildings and their contents of about $1 hillion per vear.

If you have any further questions, please comtact Mr. Carl Cook, Division
Director of the TMederal Insurance and Mitigation Division, Region 10, at 425-
AXT-A6HT.
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