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Before the deluge: Why to buy flood insurance

Homeowners don't realize their risks are often higher than fire damage

John Brecher / MSNBC.com file

A home in Bay St. Louis, Miss., lies in ruin after Hurricane Katrina. In some areas where
flood insurance is considered mandatory, only 50 percent of homeowners actually carry a
policy.

By Gayle B. Ronan
Contributor

MSNBC
Updated: 7:11 a.m. ET Aug 16, 2006

CNBC SPECIAL REPORT

HURRICANE SEASON

= Millions are underinsured for next big storm

Who needs flood insurance?
According to the Federal
Emergency Management
Agency, which oversees the
National Flood Insurance
Program, the answer is very
simple: everyone, everywhere.
Flash floods occur in all 50 states. It is their
mantra.

- East Coast may be overdue for killer storm
= Insurance industry in good financial shape
= Insurer battles stormy conditions yearlong
- Florida real estate strong despite storm fears

- Gulf energy industry braced for a hit

Gayle B. Ronan
Contributor

= Biloxi bets on casinos to speed rebuilding

- Louisiana rebuilding lags Miss. neighbors
= Report Card: Is FEMA ready this time?
- Discuss: Ready for another big storm?

- FULL COVERAGE | VIDEO
While floods happen naturally and nationally,

insurance coverage does not. In the aftermath
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Buying flood insurance is easy — much easier

than understanding exactly why everyone needs it. With only one
game in town pricing is standard. A list of agents who sell the NFIP
policies may be found on the FEMA-run website, FloodSmart.gov.

Anyone living in one of the 20,000 communities participating in the
NFIP’s floodplains management program qualifies for coverage,
regardless of their risk for flooding. Only those living in communities
designated coastal barrier resource system areas are excluded.

NFIP policies cannot be canceled — “except for fraud or non-payment,”
says Kinerney — and there is no limit to the claims that may be filed
for any one property or by any individual. Also, claims are not
reported to the insurance industry’s database. The only limitation is a
30-day waiting period before a policy takes effect. However, policies
taken out because a mortgage company requires it take effect
immediately upon closing.
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e Judge rules with insurer in landmark Katrina case
e Full Coverage: Hurricane Watch
e Special Report: Rising from ruin

A hard sell

While obtaining the insurance is fairly straightforward, understanding
what one’s flood risk is and whether the policy warrants the cost is not
so easy. Even those in the highest risk group, for whom coverage is
mandatory, have trouble recognizing the value.

According to a 2006 RAND Corp. study, even in areas of the Northeast
and Midwest where flood insurance is considered mandatory for
mortgage holders, only 45 to 50 percent of households have the
coverage. In flood-prone areas of the South and West up to 90 percent
of households have flood insurance, according to the study.

Of those living near flood-prone areas where coverage is not
mandatory, only 20 percent buy it. Yet FEMA insists it is a matter of
‘when’ not ‘if’ a flood will occur for these folks.

Such high-risk dwellers face a 26 percent chance of being flooded
during the span of a 30-year mortgage. Supporters of flood insurance
note these same homeowners insure against fire but face only a 9
percent chance of experiencing a loss due to a blaze during that same
30-year span.

CONTINUED: FEMA pushes program outside flood zones

1] 2| Next >

Rate this story Low 55559573 High

Current rating: 3.5 by 115 users - View Top Rated stories

L Print this Email this £} Blog this IM this

MORE FROM PERSONAL FINANCE

Personal Finance Section Front

- The dark side of financial windfalls

- Saving some green at the supermarket
= When that extra something isn’t enough
- Pension choices just got harder

= Advice for saving for college tuition

- H&R Block to offer bank accounts

- Life gets easier for junk-fax peddlers

- 'Exotic' mortgages seen losing their allure
- Mortgage rates drop

- Video Answer Desk: Windfall wealth

- Personal Finance Section Front

http://msnbc.msn.com/id/14271414/ 9/14/2006



Before the deluge:Buying flood insurance - Personal Finance - MSNBC.com Page 4 of 4

Add Personal Finance headlines to your news reader:

[ 8 windows Live [ [IBl MY ¥ariool | [E3 Bleglines | [f3 Add to Google | [EZZM
= More RSS feeds from MSNBC.com

R e M A B )
D "-?,'H":E!'_ " 1:?'--

- Ford to offer buyouts to workers = Video: Whitney, Bobby B. split

- Bush anti-terror plan rejected - Video: PETA: Irwin harrassed wildlife

- Hollyweird: Tom Cruise buzz

- Matthews: Anti-Bush primary

- Gunman blogged about Columbine
- 2 soldiers Killed by suicide blast

= Judge: Saddam 'not a dictator’ = Video: 'Survivor' host defends show

Cover | U.S. News | Politics | World News | Business | Sports | Tech/Science | Entertainment | Travel | Health | Blogs Etc. | Weather | Local News

Newsweek | Today Show | Nightly News | Dateline NBC | Meet the Press | MSNBC TV

About MSNBC.com | Newsletters | RSS | Podcasts | Help | News Tools | Jobs at MSNBC.com | Contact Us | Terms & Conditions | Privacy
© 2006 MSNBC.com

© 2006 Microsoft MSN Privacy Legal Advertise Feedback | Help

http://msnbc.msn.com/id/14271414/ 9/14/2006



