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Options for Providing Affordability Assistance

What GAO Found

Options for targeting assistance to subsidized policyholders of primary
residences who may experience difficulty paying full-risk rates for their National
Flood Insurance Program (NFIP) policies include means testing assistance
based on the income lewel of policyholders or geographic areas, setting premium
caps, and basing assistance on the cost of mitigating the risk of damage to their
homes. Currently, NFIP subsidies are tied to the property. Implementing a
means-tested approach would decouple the subsidy from the property and
instead attach it to the policyholder or a group of policyholders on the basis of
financial need. All of these options inwlve trade-offs, and implementing any of
them would present challenges because the Federal Emergency Management
Agency (FEMA) would have to collect data that it does not currently collect, such
as policyholders’ income and flood-risk information needed to calculate full-risk
rates.

Although data are limited, they suggest that many policyholders who currently
receive a subsidy would likely be eligible for assistance under certain targeting
options GAO identified. For example, using Census data, under the means-
tested approach based on individual policyholders’ income and using an eligibility
threshold of 80 percent of area median income, about 47 percent of subsidized
policyholders, as of September 2013, would likely be eligible to receive
assistance. If the eligibility threshold were increased to 140 percent of area
median income, 74 percent would likely be eligible to receive assistance. Under
this and other targeting options, howevwer, it is not possible to estimate the cost of
providing assistance with precision because FEMA lacks the information needed
to calculate full-risk rates for currently subsidized properties. GAO recommended
in July 2013 that FEMA collect information from all policyholders necessary to
determine flood risk. FEMA agreed with the recommendation but has taken
limited action to implement it, citing the considerable time and cost inwolved in
obtaining the information. FEMA officials stated that they plan to continue to rely
on subsidized policyholders to woluntarily obtain this information. Without proper
flood-risk information, the cost of the existing subsidy or other assistance—which
would be important for Congress in considering options to address affordability—
cannot be determined accurately.

Several mechanisms are available for delivering assistance to eligible
policyholders, but each inwlves trade-offs among four public policy goals. For
NFIP, these goals are (1) charging premium rates that fully reflect risk, (2)
encouraging private markets to provide flood insurance, (3) encouraging broad
program participation, and (4) limiting administrative costs. NFIP currently uses
discounted rates to deliver subsidies to certain policyholders but could choose
from a variety of delivery mechanisms, including vouchers, tax expenditures, and
grants and loans, depending on policy priorities. For example, while tax
expenditures do not have the stigma that some individuals may associate with
government spending programs, policyholders could face cash flow challenges
because they would generally need to pay the full premium before they receive
the tax benefit. Finally, alternative mechanisms could increase administrative
costs because FEMA would incur additional costs associated with setting up and
administering a new assistance program or tax benefit, among other reasons.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

February 10, 2016

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
House of Representatives

Dear Ms. Waters:

As of May 30, 2015, approximately 996,000 residential flood insurance
policies—about 19 percent—covered by the National Flood Insurance
Program (NFIP) continued to be sold at highly discounted rates that did
not fully reflect the actual risk of flooding damage (known as subsidized
rates). The National Flood Insurance Act of 1968 authorized subsidized
rates to encourage participation in NFIP." Generally, subsidized policies
cover properties in high-risk locations known as Special Flood Hazard Areas
(SFHA) that were built before Flood Insurance Rate Maps (FIRM)
became available for the community and the flood risk was clearly
understood; these properties otherwise would have been charged higher
premiums.

Although subsidized rates promote participation in NFIP by offering
affordable premiums, these premiums do not contribute sufficient
revenues to cover long-term expected losses. As a result, policies
receiving subsidized rates have been a financial burden on NFIP, and the
program is not actuarially sound.? In recent years, claims related to major
weather events, especially catastrophic weather events in 2005 and 2012, have
required the Federal Emergency Management Agency (FEMA), which
administers NFIP, to borrow funds from the Department of the Treasury
(Treasury). As of September 30, 2015, FEMA owed Treasury $23 billion,

'"The National Flood Insurance Act of 1968 established NFIP. Pub. L. No. 90 -448, tit. X,
§ 1304,82 Stat. 476, 574.

2Actuarial Standards of Practice note that “actuarial soundness” has differentmeanings in
different contexts, and these practices state that if an actuary identifies a process orresult
as actuariallysound, the actuary should define the meaning ofactuariallysound in that
context. For this report, inreferringto NFIP as not actuariallysound, we mean thatiits
aggregate premiums, after providing for program expenses, are notat a sufficientlevel to
cover actuarial estimates ofthe program’s long-term expected losses.
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and it made a $1 billion principal repayment at the end of December
2014—FEMA’s first such payment since 2010.3 As a result of the program’s
importance, level of indebtedness to Treasury, and substantial financial
exposure for the federal government and taxpayers, as well as FEMA’s
operating and management challenges, NFIP has been on our high-risk
list since 2006.4

The Biggert-Waters Flood Insurance Reform Act of 2012 (Biggert-Waters
Act) instituted provisions to help strengthen the future financial solvency
and administrative efficiency of NFIP.5 For example, it required FEMA to
eliminate or phase out almost all subsidized insurance premiums and
establish a reserve fund.® Specifically, as mandated by the Biggert-Waters
Act, on October 1, 2013, FEMA began prohibiting subsidies from being
passed to new property owners and removed subsidies if insurance
coverage lapsed as a result of the policyholders’ deliberate choice.
Additionally, FEMA has begun phasing out subsidies on policies for
business properties, residential properties that are not primary
residences, and single-family properties with severe repetitive losses.’
The Biggert-Waters Act also mandated that FEMA contract with the National
Academy of Sciences (NAS) to conduct an initial study on the affordability

3In September 2014, FEM A’s largestloan from Treasury was refinanced into three smaller
loans with higherinterestrates, which increased the amountof FEMA's payments onits
debt.

4Every 2 years, we provide Congress with an update on our high-risk program, which highlights
major areas that are at high risk for fraud, waste, abuse, or mismanagement, or that need
broad reform.See GAO, High-Risk Series:An Update, GAO-15-290 (Washington,D.C.:
Feb.11,2015).

5pub. L. No. 112-141, tit. Il, 126 Stat. 405, 916.

pub. L. No. 112-141, §§100205,100212, 126 Stat. 405, 917, 922 (codified as amended at42
U.S.C. §4014(a)(2)and(g),42U.S.C. § 4017a).Discounted insurance premiumsinclude
both subsidized and grandfathered policies. NFIP allows other propertyowners to
continue to pay “grandfathered” rates, which do not reflect reassessments oftheir
properties’ flood riskthatoccur when the properties are remapped into higher -risk flood
zones but whose policies continue to be classified with oth er policyholders from lower-risk
zones. The scope ofthis report excludes policies with grandfathered rates and policies
with preferred risk premiums, which are also discounted.

"For single-family properties, severerepetitive loss properties are those that have incurred four
or more claim payments exceeding $5,000 each with a cumulative amountofsuch

payments over $20,000, or at leasttwo claims with a cumulative total exceeding the value
of the property. 42 U.S.C. § 4014(h)(1). For multifamilyproperties (those which consist of
five or more residences), FEMA will define the term by regulation.42 U.S.C. § 4014(h)(2).
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of NFIP premiums.8 Under the Biggert-Waters Act, the NAS study is to inform
a subsequent FEMA study, which is to include methods to encourage and
maintain participation in NFIP and to establish an affordability framework.
As implementation proceeded, however, affected policyholders raised
concerns about some Biggert-Waters Act requirements, particularly the
rate increases that resulted from the elimination and phase out of
subsidies.

In March 2014, Congress passed and the President signed into law the
Homeowner Flood Insurance Affordability Act of 2014 (HFIAA).° HFIAA
sought to address affordability concerns by repealing or altering some
Biggert-Waters Act requirements. For example, HFIAA repealed the
prohibition on the extension of subsidized rates to new property owners
and allowed subsidies to continue after a lapse in insurance coverage for
certain reasons. HFIAA did not stop the phasing out of subsidies on
policies for businesses, nonprimary residences, and severe repetitive loss
properties. FEMA plans to continue to phase out subsidized rates for
these policies by increasing premium rates by 25 percent annually until
the average rate equals the full-risk rate. In our 2014 report on forgone
premiums, we found that the complete phase-out of these subsidized
rates could take 12 years or more.'® Under HFIAA, FEMA also generally
must increase premium rates on other subsidized policies by 5 percent to 15
percent annually until full-risk rates are achieved. In our 2014 report, we
found that the complete phase-out of these rates could take 25 years or
more. In addition, HFIAA permitted additional funding to complete the
affordability studies and extended the time for completing them, after

8pub. L. No. 112-141, tit. II, § 100236(b), 126 Stat. 405, 957.
9Pub. L. No. 113-89, 128 Stat. 1020.

1°GAO, Flood Insurance: Forgone Premiums Cannot Be Measured and FEMA Should
Validate and Monitor Data System Changes, GAO-15-111 (Washington,D.C.:Dec. 11,
2014).
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which FEMA would be required to prepare and present to Congress an
affordability framework."’

You asked us to describe options that exist for identifying property owners
experiencing difficulty with premium rate increases under the Biggert-
Waters Act, as amended, and options for addressing their affordability
issues. This report focuses on subsidized policies for residential
properties that are primary residences located in SFHAs and describes
(1) options to target assistance to NFIP subsidized policyholders who
may experience difficulty paying full-risk rates, (2) the number of currently
subsidized policyholders who might be eligible for assistance under
certain options and the cost of implementing these options, and (3)
potential delivery mechanisms for providing assistance to eligible
policyholders.

To identify options for targeting assistance to policyholders who may
experience difficulty paying full-risk rates and to identify potential
mechanisms for delivering that assistance, we reviewed our prior related
reports, conducted a literature search by searching for key words and
reviewing abstracts of the literature we found to select relevant studies
and reports, and analyzed relevant laws. In addition, we interviewed
officials from FEMA, the Department of Housing and Urban Development
(HUD), Treasury’s Federal Insurance Office, and three state insurance
commissioner offices and representatives from 18 organizations with
flood insurance knowledge to obtain input on (1) options that could be
used to target assistance for NFIP; (2) different mechanisms that other
federal programs have used to deliver assistance and the extent to which
they could be used to deliver assistance for NFIP; and (3) to the extent
possible, any benefits and challenges of using these options and delivery
mechanisms. To select the organizations to interview, we reviewed lists
compiled for prior GAO reports on NFIP, identified organizations that
have testified before Congress on the affordability of NFIP premiums, and
obtained recommendations from those we interviewed, among other

TNAS issued two separate reports to fulfill this affordability study requirement. NAS issued
the first of these two reports in March 2015, which, among otherthings, describes policy
options thatmightbe part of an affordability strategy. See National Research Council of
the National Academies, Affordability of National Flood Insurance Program Premiums —
Report1 (Washington,D.C.: March 2015).NAS issued the second reportin December
2015, which proposes procedures with which FEMA mightanalyze those policy options.
See National Academies of Sciences, Engineering, and Medicine, Affordability of National
Flood Insurance Program Premiums — Report 2 (Washington,D.C.: 2015).
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approaches. For purposes of this report, we assumed that (1) only
policyholders who own currently subsidized primary residences located in
SFHAs would be potentially eligible for assistance; (2) the starting point
for premiums, before the provision of any assistance, would be a full-risk
premium; and (3) the maximum amount of the assistance provided to
those policyholders deemed eligible for assistance under the premium
subsidy options would be the difference between the full-risk premium
and the subsidized premium charged under the current NFIP structure.
Further, to obtain information on (1) benefits and challenges of obtaining
tax data from the Internal Revenue Service (IRS) and (2) the implications
certain delivery mechanisms may have for the tax system, we contacted
representatives of Treasury’s Office of Tax Policy and IRS.

To assess the number of currently subsidized policyholders who might be
eligible for assistance under certain options, we analyzed the most
reliable recent data available at the time of our analysis from (1) the 2009
through 2013 5-year American Community Survey (ACS)—a continuous
survey of households conducted by the U.S. Census Bureau—and (2)
FEMA on NFIP flood insurance policies for primary residences located in
SFHAs with subsidized rates as of September 30, 2013.' We used the
ACS data at the census tract and county levels for the 50 states, the
District of Columbia, and Puerto Rico to estimate the number of
subsidized policyholders who would likely receive assistance under two
different approaches using three means-tested thresholds. We assessed
the reliability of the NFIP policy and ACS data by analyzing available
information about how the data were created and maintained and
performing electronic tests of required data elements. We determined that
the NFIP policy data were sufficiently reliable for the purpose of
determining the number of subsidized policies and the associated

12The 2009 through 2013 ACS 5-year estimates, which were released on December 4, 2014, are
based on multiyear period estimates for the years 2009 through 20 13 and should notbe
interpreted as estimates for any particular year in that period. We used data on NFIP flood
insurance policies forfiscal year2013 because in December2014 we identified anumber
of discrepanciesin thefiscal year 2014 data and determined them to be not sufficiently
reliable. We recommended that FEMA institute internal controls, such as testingasample
of policies, to validate that the data system contractorfully implemented changes and edit
checks before program changes become effective (see GAO-15-111). In March 2015,
FEMA addressed this recommendation byinstituting the use of a new procedure manual,
including a testing plan, for data system programming changesrequired toimp lement
NFIP rate and rule changes.Accordingto FEMA, the contractor conducted sample testing
of the April 2015 program changes and plansto conducta comprehensive validation.
However, these data were not available at the time of our analysis.
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Background

premiums. We found that the ACS data were sufficiently reliable for the
purpose of estimating the number of households that were below different
income thresholds. We used these data to determine the potential effect
of applying certain targeting options on the number of subsidized
policyholders. We also attempted to gather data on the income of
individual subsidized policyholders, but we found such data to either be
unavailable or unreliable for our purposes.'® Further, we also attempted to
illustrate the potential subsidy cost of implementing various targeting options we
identified by obtaining digital elevation data from the North Carolina
Floodplain Mapping Program and FEMA’'s National Flood Hazard Layer
system to calculate the full-risk rate of subsidized properties in North
Carolina. However, the North Carolina and FEMA data were not precise
enough for purposes of this analysis. See appendix | for more details
about our scope and methodology.

We conducted this performance audit from July 2014 to February 2016 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

NFIP Overview

In 1968, Congress created NFIP to address the increasing cost of federal
disaster assistance by providing flood insurance to property owners in
flood-prone areas, where such insurance was either not available or
prohibitively expensive.' The 1968 law also authorized premium subsidies
to encourage community and property owner participation. To participate
in the program, communities must adopt and agree to enforce floodplain
management regulations to reduce future flood damage. In exchange,

13We were unable to obtain access to IRS tax return data, which are confidential and may not be
disclosed, except as specifically authorized by law. 26 U.S.C. § 6103. We also explored obtaining
income data from third-party vendors but determined thatthe data were not precise enough
for the purposes ofouranalysis.

"4National Flood Insurance Act of 1968. Pub. L. No. 90-4438, tit. XIII, §§ 1301-1304, 82 Stat. 476,
572-574.
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federally backed flood insurance is offered to residents in those
communities.

NFIP was subsequently modified by various amendments to strengthen
certain aspects of the program. The Flood Disaster Protection Act of 1973
made the purchase of flood insurance mandatory for properties in SFHAs
that are secured by mortgages from federally regulated lenders. This
requirement expanded the overall number of insured properties, including
those that qualified for subsidized premiums. The National Flood
Insurance Reform Act of 1994 expanded the purchase requirement for
federally backed mortgages on properties located in an SFHA.

Key Factors for NFIP
Premium Rates

FEMA bases NFIP premium rates on a property’s flood risk and other
factors. A FIRM is the official map of a community on which FEMA has
delineated both the risk premium zones applicable to the participating
community and SFHAs. FEMA studies and maps flood risks, assigning
flood zone designations from high to low depending on the likelihood of
flooding. Properties in SFHAs are at high risk, specifically a 1 percent or
greater annual chance of flooding, and are designated as zones A, AE, V,
or VE. FEMA also bases premium rates on property and policy
characteristics. For example, FEMA bases premium rates on occupancy
type (single-family or multifamily unit), number of floors, and elevation of
the property—that is, the difference between the lowest elevation of the
building relative to its base flood elevation—if applicable. Base flood
elevation refers to the level relative to mean sea level at which there is a
1 percent or greater chance of flooding in a given year. Additionally,
FEMA uses policy characteristics, such as building and content coverage
amounts and policy deductible amounts, in setting premium rates.

NFIP has two basic categories of premium rates: those intended to reflect
the full risk of flooding to the group of properties within a rate class (full-
risk rates) and those that are not intended to reflect full risk (subsidized
rates). Full-risk rate structures are mostly buildings constructed after a
community’s FIRM was published and are referred to as post-FIRM.
These structures have been built to flood-resistant building codes or have
had their flood risks mitigated and generally are at or above base flood
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elevation.'® Structures with subsidized rates are mostly buildings constructed
before a community joined NFIP and are generally referred to as pre-FIRM
because they were built before the potential for flood damages was
known and identified on the community’s FIRM. Unlike full-risk rates,
subsidized rates do not take elevation of the property into consideration.
Property elevation can be obtained through elevation certificates.'®

Status of Subsidies under
the Biggert-Waters Actand
HFIAA

More recent legislation—the Biggert-Waters Act and HFIAA—affected
NFIP’s ability to charge subsidized premium rates on certain types of
properties and will likely change the number of policies that are
subsidized, as well as the size of the subsidy. For example, the Biggert-
Waters Act prohibited subsidies from being extended for homes sold to
new owners after July 6, 2012, (date of enactment) and removed
subsidies if properties lapsed in coverage as a result of the policyholders’
deliberate choice.!” However, HFIAA reinstated premium subsidies for
properties that were purchased after July 6, 2012, and properties not
insured by NFIP as of July 6, 2012."® Because new policyholders may join

SFEM A does not categorize policies with grandfathered rates—rates thatwere not changed
after properties were remapped into higher-risk flood zones—as “subsidized” because
they are within classes ofpolicies thatare not subsidized for the class as awhole.
However, FEMA officials acknowledged thatproperty owners who obtain grandfathered
rates are cross-subsidized byother policyholders in the same flood zone. That s, other
policyholders payhigherrates to cover the shortfallin premiums from grandfathered
policies notbeing charged rates thataccurately reflect the flood risk. The focus of this
reportis subsidized policies as defined byFEMA's categorization and thus excludes
grandfathered policies.

BFEM A requires elevation certificates to determine rates for post-FIRM buildings located in high-
riskareas,the A andV zones.However, an elevation certificate generallyhas notbeen
required for pre-FIRM buildings thatpreviouslyreceived subsidized rates because
information aboutelevation was notused in setting subsidized rates. An elevation
certificate may be required if the pre-FIRM building is being rated under the optional post-
FIRM flood insurance rules. About half of the older pre-FIRM buildings insured by NFIP
have had theircompliance with new construction standards documented and
policyholders payfull-risk rates.

"The Biggert-Waters Act also prohibited subsidies for properties that were not insured as of July
6, 2012, or on properties for any prospective policy holder who refuses to accept any offer for
mitigation assistance by FEMA following a majordisasterorin connection with a rep etitive
loss orsevere repetitive loss property. Pub. L. No. 112-141,tit. Il, § 100205(a)(1)(B), 126
Stat. 405, 917.

'8 addition to these changes, HFIAA also requires FEM A to refund to policyholders premiums

paid after July 2012 that exceeded the subsidized premiums permissible under HFIAA.
Pub. L. No. 113-89,§ 3(a)(4), 128 Stat. 1020, 1021.
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NFIP and receive subsidized rates, such as owners of pre-FIRM
properties that previously were not insured, the number of subsidized
policies could increase over time.

However, provisions under both acts gradually phase out subsidies by
requiring FEMA to increase premiums annually until full-risk rates are
reached. The Biggert-Waters Act requires FEMA to increase premiums by
25 percent each year until full-risk rates are reached for certain types of
properties, including business properties, residential properties that are
not a primary residence, properties that have sustained substantial
damage or improvement, and severe repetitive loss properties.'® HFIAA
did not affect the phase-out schedule for those properties, and the act also
contains provisions requiring FEMA to increase premium rates on other
subsidized policies, such as those for primary residences purchased after
July 6, 2012, and primary residences not insured by NFIP as of the same
date, by at least 5 percent but no more than 15 percent annually.?°

Mitigation

FEMA supports a variety of flood mitigation activities that are designed to
reduce flood risk and thus NFIP’s financial exposure. These activities,
which are implemented at the state and local levels, include hazard
mitigation planning; the adoption and enforcement of floodplain
management regulations and building codes; and the use of hazard
control structures, such as levees, dams, and floodwalls or natural
protective features such as wetlands and dunes. Community-level
mitigation funding is available through FEMA via grant programs such as
the Flood Mitigation Assistance Program. Through these programs,
FEMA provides communities cost-sharing opportunities for mitigation
activities. At the individual property level, mitigation options include
elevating a building to or above the area’s base flood elevation, relocating
the building to an area with less flood risk, or purchasing and demolishing
the building and turning the property into green space.

"9The Biggert Waters Act defined “substantial damage” as “exceeding 50 percent of fair market
value” and “substantialimprovement’ as “exceeding 30 percentof fair marketvalue.” Pub.
L. No. 112-141,tit. I, § 100205, 126 Stat. 405,917. HFIAA changed this latter threshold
from 30 percentto 50 percent. Pub. L. No. 113-89,§ 15, 128 Stat. 1020,1026.

20pyp. L. No. 113-89,§ 5, 128 Stat. at 1022 (codified at 42 U.S.C. § 4015(e)).
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Various Options Exist
for Targeting
Assistance, but Each
Involves Challenges
That FEMA Would
Have to Overcome

Although any pre-FIRM property located in an SFHA in a participating
community is currently generally eligible for a subsidy, accordingto some
stakeholders we interviewed and our analysis of literature we reviewed,
options for targeting assistance to subsidized NFIP policyholders who
may experience difficulty paying full-risk rates include means testing
based on the income level of policyholders or geographic areas, setting
premium caps, and basing assistance on the cost of mitigating the risk of
damage to a home.?! These options are not mutually exclusive and could be
combined depending on Congress’s policy priorities for NFIP. However,
they all involve trade-offs, and implementing any of them would likely be
challenging.??

Means-Tested Assistance
Targets Those with
Financial Need but
Presents Data-Related
Challenges

According to some stakeholders we interviewed and our analysis of
literature we reviewed, means testing to determine eligibility for NFIP
assistance could help directly address affordability concerns by targeting
subsidies to those in need. According to a NAS report on NFIP
affordability we reviewed, a means-tested program could be designed in
various ways, including targeting assistance based on individual
policyholders’ financial need or the financial characteristics of a local
geographic area.® Currently, NFIP subsidies are tied to the property, not
the property owner, and any pre-FIRM property located in an SFHA in a
participating community is eligible for a subsidy. In contrast, a means-
tested program would decouple the subsidy from the property and instead
attach it to the policyholder or a group of policyholders on the basis of

21As previously discussed, for purposes of this report, we assumed that (1) only policy holders who
own currently subsidized primary residences located in SFHAs would be potentially eligible for
assistance;(2) the starting point for premiums, before the provision ofany assistance,
would be a full-risk premium; and (3) the maximum amountofthe subsidyprovided to
those policyholders deemed eligible for assistance would be the difference between the
full-risk premium and the subsidized premium charged under the currentNFIP structure.

22NAS has identified a number of policy issues Congress would likely need to consider in
designing a program that provides assistance in making flood insurance more affordable for
NFIP policyholders,including determining who will receive assistance and how much
assistance will be provided. See National Research Council ofthe National Academies,
Affordability of National Flood Insurance Program Premiums — Report 1. In addition, an
ongoing GAO review is examining the policy factors that have led to NFIP’s debt to
Treasury—for example, providing subsidies to certain policyholders —and how the
program can be improved going forward.

23National Research Council of the National Academies, Affordability of National Flood
Insurance Program Premiums — Report 1.
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need, as determined by specified financial requirements and eligibility
criteria. In our July 2013 report on subsidized properties, we found that
this approach would allow the federal government to provide assistance
only to those NFIP policyholders deemed eligible, with the rest paying full-
risk rates.?

Means-tested programs that consider individuals’ financial need are not
new to the federal government, and some stakeholders we interviewed
suggested that a means-based assistance program for NFIP could be
designed similarly to other existing programs. Over the years, Congress
has established a number of programs to provide cash and noncash
assistance based on the financial need of individuals and families.?® For
example, to be eligible for certain federal housing programs, individual
households must meet specific income limits.?® These limits reflect the
financial characteristics of a local area because they are expressed as a
percentage of the area median income (AMI) for the county or
metropolitan area in which the household is located, and the limits range
from 30 percent through 140 percent of AML.?” For example, to be eligible
for homeowner rehabilitation and homebuyer assistance under HUD’s
HOME Investment Partnership Program, households must have incomes
at or below 80 percent of AMI. Similarly, under the Federal Home Loan

24GAO, Flood Insurance: More Information Needed on Subsidized Properties, GAO-13-607
(Washington,D.C.: July 3, 2013).

25In July 2015, we identified 82 federal programs, including several tax expenditure programs,
which target low-income individuals, families, and communities to help them meet basic needs or
provide other assistance. See GAO, Federal Low-Income Programs: Multiple Programs
Target Diverse Populations and Needs, GAO-15-516 (Washington, D.C.: July 30, 2015).

261 addition to income limits, HUD considers family size and housing costs when determining
eligibilityfor its rental housing programs. HUD considers households thatpay more than
30 percentof theirincome forhousing to be costburdened;as a result, these households
may have difficulty affording necessities such as food, clothing, transportation, and
medical care.

2"Low-income families are defined as families whose incomes do not exceed 80 percent of the
median family income for the area, and very low-income families are defined as families whose
incomes do not exceed 50 percentofthe median familyincome forthe area. 24 C.F.R. §
5.603(b). Some HUD programs, such as the Housing Choice Voucher program, target
households with lowerincomes. Specifically, under the Quality Housing and Work
Responsibility Act of 1998, Pub. L. No. 105-276,§ 513, 112 Stat. 2461,2544 (codified at
42 U.S.C. §1437n(b)),atleast75 percentof new program participants musthave
extremely low incomes—thatis, very low-income families whose incomes do notexceed
the higherof 30 percentof AMI or the federal poverty threshold. The remainderofeligible
households musthave incomes ator below 80 percent of AMI.
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Bank System’s Community Investment Program, the income of a
qualifying mortgage borrower may not exceed 115 percent of AMI.2® Some
stakeholders we interviewed suggested that similar AMI limits could be used to
determine eligibility for NFIP because these measures reflect local
characteristics.?® An NFIP assistance program based on individuals’ or
households’ income would require a similar threshold to be set.

In order for FEMA to implement a means-tested option that considers
individual policyholders’ financial need, it would need income information
at the individual or household level for policyholders who receive a
subsidized rate under the current NFIP structure. Because the current
NFIP structure attaches the assistance to the property rather than the
policyholder, FEMA does not collect income information for policyholders
who receive subsidies. As a result, a system to collect this information
would need to be designed and implemented. We identified two primary
ways FEMA could obtain income data, but gathering such information
could be challenging. According to some stakeholders we interviewed,
IRS could provide FEMA with income data it collects from tax filers.3® For
example, some stakeholders said that a partnership between FEMA and IRS
could be established, similar to the partnership IRS and the Department
of Education have for the Free Application for Federal Student Aid
(FAFSA) form. The Department of Education began coordinating with IRS

28The Federal Home Loan Bank Systemis composed of 12 banks (members) and the Office of
Finance, which provides funds for mortgages and communitylending. The Federal Home
Loan Bank System’s CommunityInvestmentProgram is a noncompetitive, community
developmentlending programthatprovides below-market-rate advances to members.
Theseloans enable membersto extend long-term financing forhousing to households
with incomes up to 115 percent of AMI.

2930me other federal programs, such as food and nutrition and health care programs, determine
eligibility using the federal poverty guidelines based on family size, which are the same for the 48
contiguous states and Washington, D.C. These programs use a multiple ofthe federal
poverty level, with some programs defining eligibilityas high as 400 percentof the federal
poverty level. For example, under the Patient Protection and Affordable Care Act, tax filers
can be eligible toreceive tax credits that help pay for premiums for health plans
purchased through healthinsurance exchanges. To be eligible, taxfilers mustmeet
several criteria, including having a household income between 100 percentand 400
percentof the federal poverty level for the tax year in which they are receiving the
premium taxcredit. Pub. L. No. 111-148,§ 1401,124 Stat. 119, 215 (codified as amended
at26 U.S.C. § 36B).

30IRS collects information on various sources of income such as wages and salaries, earning

from self-employment,interestand dividends, Social Securitybenefits,and alimony. As
we discusslaterin this report,some individuals are notrequired to file taxes.
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in 2010 to provide an option for tax filers to prepopulate the FAFSA using
an automatic data transfer from their tax returns.®'

However, restrictions set forth in the Internal Revenue Code prohibit the
disclosure of taxpayer information to other federal agencies without a
statutorily specified purpose, and new processes would need to be
established if taxpayer data were to be used.*? Under section 6103 of the
Internal Revenue Code, federal tax information must be kept confidential
and may not be disclosed, except as otherwise specifically authorized. In
December 2011, we developed a guide that Congress could use for
screening and assessing proposals to disclose confidential tax
information to specific parties for specific purposes.® Specifically, the guide
consists of key questions that can help in screening a proposal for basic
facts and identifying policy factors to consider.?* Further, according to IRS
officials, certain processes would need to be developed to provide federal
tax information to another agency, such as FEMA, including entering into
required agreements, such as data-sharing agreements. Moreover, IRS
officials told us that FEMA would need to develop a system to accept and
safeguard the information, and IRS would need to make modifications to
its own information technology systems in order to interface with the
agency, which they described as a significant effort, and provide oversight
of the assistance program. If this approach were used, information on the

3'In October 2009, we found that while it is feasible to electronicallytransfertax datadirectly
from IRS to the FAFSA by usingincome data 1 year olderthan what was then currently
required, using oldertax data mightresultinincreased aid eligibilityfor some applicants
whose datamay not reflect their currenteconomic needs. See GAO, Federal Student Aid:
Highlights ofa Study Group on Simplifying the Free Application for Federal StudentAid,
GAO-10-29 (Washington,D.C.: Oct. 29, 2009).

32Congress has granted some statutoryexceptions to the provisions relating to
confidentialitywhile balancing the expectation of taxpayer privacy with the policy goals of
efficient use of federal resources, public health and welfare, and law enforcement. 2 6
U.S.C. §6103.

3GAO, T axpayer Privacy: A Guide for Screening and Assessing Proposals to Disclose
Confidential Tax Information to Specific Parties for Specific Purposes, GAO-12-231SP
(Washington,D.C.: Dec. 14, 2011).

34The guide consists of two sections of key questions for evaluating these proposals. The first
section includes five threshold questions for screening proposals to address basic issues, such as
whether they are adequately developed and tailored to minimize disclosure of confidential tax
information. Underthe framework, all of the threshold questions would need to be
resolved with a “yes” answerbefore further consideration ofthe proposal. The second
sectionincludes sixpolicy factor questions thatexplore the proposal’s expected benefits
and costs, privacy effects and safeguards, and effects on the tax system.
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cost of making these changes to FEMA's and IRS’s information
technology systems would need to be balanced against the costs of the
existing subsidy approach.

Another way to obtain household income information would be to collect it
from individual policyholders, but doing so could be complex and
challenging. First, a definition of income for the program would need to be
determined (e.g., what sources of income would be considered when
determining eligibility), as well as whether and which exclusions and
deductions would be allowed. Second, FEMA would then need to develop
an infrastructure and new processes to collect the information, which
would likely increase the cost of administering the program. In addition,
FEMA would need to determine how it would verify the information. For
example, HUD’s Housing Choice Voucher (Voucher) program, which
provides rental assistance to participating low-income households, is
administered by almost 2,300 local public housing authorities (program
administrators). These program administrators must obtain and verify
comprehensive information on tenants’ household composition, level and
sources of income, assets, public assistance, and some types of
expenses (e.g., medical and child care expenses) to determine their
household adjusted gross incomes, their eligibility for income exclusions
and deductions, and their rental payments.® We have previously found that
complex processes for determining income can lead to compliance issues.
For example, in a February 2005 report on rental subsidyimproper
payments in HUD’s rental programs, we found that HUD’s complex
policies for determining rent subsidies have led to improper payments.*

3%Under HUD’s rental housing programs, including the Voucher program, a tenant’s rent is based
on the family’s anticipated adjusted gross annualincome—thatis,income from all sources
received by the familyhead, spouse, and each additional familymemberwhois 18 years
or olderminus applicable exclusions and deductions.24 C.F.R. § 5.609. We previously
identified 44 statutory and regulatory exclusions and deductions from tenantincome (e.g.,
deductions forelderlyand disabled households). Formore information, see GAO, HUD
Rental Assistance: Progress and Challengesin Measuring and Reducing Improper Rent
Subsidies, GAO-05-224 (Washington, D.C.: Feb. 18, 2005). According to HUD officials,
local publichousing authorities are notresponsible for all of the administrative tasks that
would be necessaryfor an NFIP system.

36GA0-05-224. Also, in March 2012, we examined differentoptions that could create
administrative efficiencies and found thatsimplifying HUD’s rentstructure for the Voucher
program—by, for example, using gross income withoutanyadjustments to determine
eligibility—would introduce significantadministrative efficiencies into the program and
could allow administrators to further reduce improper payments. GAO, Housing Choice
Vouchers: Options Exist to Increase Program Efficiencies, GAO-12-300 (Washington,
D.C.: Mar. 19, 2012).
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Similarly, in an August 2013 report on farm and conservation programs,
we found that complex income determination and verification processes
may have led to improper payments to participants whose incomes
exceed statutory limits.3’

In addition to income, a few stakeholders we spoke with said that wealth,
such as value of the insured property, could be considered when
determining eligibility based on individuals’ financial need. For example,
one stakeholder we interviewed said that an assistance program for NFIP
could be designed using a two-step process that considers income and
other factors as a proxy for wealth, such as property value. Under this
process, according to the stakeholder, a policyholder’s eligibility would
first be assessed using a means-tested approach, and then property
value would be evaluated to help ensure that only those with modest
income and wealth receive the assistance. However, other stakeholders
we interviewed said that property values may not be an adequate
measure to determine a policyholder’s ability to pay the premium. For
example, some stakeholders said that the value of a modest home could
be high because it is located in an area with a high land value. One
stakeholder we interviewed said that a low-income policyholder could
have purchased a home at a modest price, but over the years the value of
the home could have significantly increased. The stakeholder further
suggested that if the policyholder was lower-income and did not have any
other assets besides the home, it would be appropriate to exclude the
value of the home when determining eligibility.

An alternative to using individuals’ income to determine financial need
would be to determine eligibility based on the income characteristics of a
specific geographic area. For example, a NAS report on the affordability
of NFIP suggested that all homeowners in a geographic area, such as a
community, could be eligible for assistance if, for instance, the median

3Twe suggested that Congress consider simplifying those limits by, for example, using total
adjusted gross income to set income limits for participants’ paymenteligibility. GAO, Farm
Programs:Additional Steps Needed to Help Prevent Payments to Participants Whose
Incomes Exceed Limits, GAO-13-741 (Washington,D.C.: Aug. 29, 2013).
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income of the area was “sufficiently low.”3 The federal government has
established a similar approach for the provision of school lunches. For
example, the Healthy, Hunger-Free Kids Act of 2010 includes a
community eligibility provision that allows school districts with high
poverty rates to provide free breakfast and lunch to all students,
regardless of their household income.*® This provision eliminates the burden
of collecting household applications to determine eligibility for school meals,
relying instead on information from other means-tested programs such as
the Supplemental Nutrition Assistance Program. The NAS affordability
report also notes that determining assistance at the community level
would help to protect the vitality of an eligible community with a high
concentration of currently subsidized policyholders because if the
subsidies were not available, the resulting higher flood insurance
premiums would likely depress the value of properties. For example,
according to information from the National Association of Realtors, the
Biggert-Waters Act negatively affected the housing market in certain
areas where many buyers walked away from purchasing a home because
of the high flood insurance premium increases. However, because this
option does not consider individuals’ financial need, some policyholders
who do not face an affordability issue with their flood premiums, as
defined by a potential assistance program, may continue to receive
assistance, while policyholders who have affordability issues but do not
live in a community eligible for the assistance would no longer receive a
subsidy. In addition, similar to determining eligibility using individuals’
financial need, some policyholders who could be eligible for the
assistance under this approach could have high-value homes.

Under any means-tested approach, FEMA would need to know the full-
risk rate for the properties of those policyholders deemed eligible in order

38National Research Council of the National Academies, Affordability of National Flood Insurance
Program Premiums — Report 1. This study does not define what is sufficiently low. As previously
mentioned, in order to obtain an NFIP policy the property needs to be located in a community
participatingin NFIP. Accordingto a NAS study on community-based flood insurance,
FEMA defines acommunityas a “political entity that has the authority to adopt and
enforce floodplain ordinances for the area under its jurisdiction.” However, if this approach
were to beimplemented, a clear definition of what is considered a communitywould be
necessary. For more information on this approach and discussion aboutthe need for clear
definitions, see National Academyof Sciences, A Community-Based Flood Insurance
Option (Washington,D.C.:2015).

39pub. L. No. 111-296, § 104, 124 Stat. 3183, 3193 (codified at 42 U.S.C. § 1759a(a)(1)(F)).
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to determine how much assistance to provide.*® However, FEMA does not
collect data needed to calculate the full-risk rate of currently subsidized
properties, such as elevation data obtained through an elevation
certificate.*’ As a result, these data are not currently available, which would be
another challenge to implementing and determining the cost of a means-
tested approach to providing NFIP assistance.

Other Options for
Targeting Assistance May
Be Simpler to Implement
but Would Target Those
with Financial Need Less
Directly

Premium Caps

Other approaches to targeting assistance with NFIP premiums could be
simpler to implement than means-tested approaches or might help reduce
risk, but they would target those with financial need less directly.
According to our analysis of a NAS report on NFIP affordability, one of
these methods would be to provide assistance to those policyholders
whose premium exceeds a certain percentage of the amount of coverage
purchased.*? Under this option, policyholders could receive assistance if it
were greater than a certain percentage of coverage provided by the
policy, and the premium would effectively be capped at that percentage.
For example, HFIAA states that FEMA should strive to minimize the
number of policies with annual premiums that exceed 1 percent of the

40For purposes of this report, weassumed that the maximum amount of the subsidy provided to
those policyholders deemed eligible for assistance would be the difference between the
full-risk premium and the subsidized premium charged under the currentNFIP structure.

YAs previously discussed, under the Biggert-Waters Act and HFTAA, the rates of all subsidized
policies are to be increased annuallyuntil they reach full-risk rates. In addition, HFIAA
requires thatFEMA clearly communicate full flood risk determinations to individual
property owners regardless of whether their premium rates are full actuarial rates. Pub. L.
No. 113-89, § 28, 128 Stat. 1020,1033 (codified at42 U.S.C. § 4015(1)). Full-risk rates for
subsidized properties are needed toimplementthese provisions. Laterin this reportwe
discuss arecommendation thatwe previously made regarding the collection ofthese data,
FEMA's response totherecommendation,and its status.

42National Research Council of the National Academies, Affordability of National Flood Insurance
Program Premiums — Report 1.
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Cost of Mitigating Risk to a
Property

total coverage provided by the policy.*® Using this option would help ensure
that the premiums do not go above a certain amount—for example, 1 percent
of coverage—which could help lower the premiums of eligible
policyholders who live in high-risk areas.

While capping premiums could be simpler to implement than some other
options, it would likely involve trade-offs. For example, capping premiums
does not consider policyholders’ resources and certain expenses (e.g.,
household income, assets, and expenditures for housing, food, medical
care, or other goods and services) and therefore does not take into
account their financial need. As a result, similar to the current subsidy
method, this option could provide subsidies to some individuals who may
not have a financial need. In addition, this option may discourage
mitigation efforts because premiums would not reflect the actual flood risk
of a property. As with the means-tested options, an appropriate threshold
for the cap would need to be established if premium capping were
implemented. Further, FEMA would need to know the full-risk premium
rate of a property to determine whether it is above or below the defined
cap. As previously discussed, FEMA does not collect the necessary
elevation data needed to calculate the full-risk rate of properties
subsidized under the current structure, and so these data are not
currently available. As discussed later in this report, we have previously
recommended that FEMA collect these data.

According to some stakeholders we interviewed, our prior work, and our
analysis of some of the literature we reviewed, another option to target
NFIP policyholders would be to provide assistance based on the cost of
mitigating flood risk, where policyholders with mitigation costs above a
certain level could receive assistance to help mitigate the risk of damage
to the property. This option would help policyholders finance mitigation of
flood risk to their homes—whether through elevation, relocation, or
demolition—which could reduce risk in ways that would likely be reflected
in a lower insurance premium. In a November 2008 report on options for
addressing the financial impact of subsidized premium rates, we found
that mitigation efforts could be used to help reduce or eliminate the long-
term risk of flood damage, especially if FEMA targeted the properties that

43pub. L. No. 113-89, § 7, 128 Stat. at 1023.
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were most costly to the program.** We concluded that increasing mitigation
efforts could have a number of advantages, including that it could

produce savings for policyholders and for federal taxpayers through
reduced flood insurance losses and federal disaster assistance,

increase the number of property owners paying full-risk rates, and

build on FEMA’s existing mitigation programs.

However, we also identified several disadvantages associated with this
option, including the following:

Mitigating flood risk to a large number of properties could take a
number of years to complete under the current mitigation process,
which could require premium subsidies to also be offered.

Increasing mitigation efforts would likely be costly and require
increased funding, and even if this funding were made available,
property owners could still be required to pay a portion of the
mitigation expenses.

Buyouts and relocations, two other types of mitigation, would likely be
more costly in certain areas of the country, and in some cases the
cost for mitigating the structures’ flood risk might be prohibitive.

Certain types of mitigation, such as relocation or demolition, might be
met with resistance by communities that rely on those properties for
tax revenues, such as coastal communities with significant
development in areas prone to flooding.

Further, not all properties can be modified to mitigate flood risk. For
example, according to a 2013 RAND report, some mitigation activities
that have been used in other areas of the country would pose challenges
in New York City because of the particular characteristics of the city’s

*GAO, Flood Insurance: Options for Addressing the Financial Impact of Subsidized Premium
Rates on the National Flood Insurance Program, GAO-09-20 (Washington,D.C.: Nov. 14,
2008).
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building stock.*> Aninitial analysis by the New York City Mayor’s Office
found that 39 percent of buildings (approximately 26,300) in the high-risk
zones of the city’s new floodplain would be difficult to elevate because
they are on narrow lots or are attached or semiattached buildings. To help
address this challenge, HFIAA requires that FEMA establish guidelines
for alternative methods of mitigation (other than building elevation) to
reduce potential flood damages to residential buildings that cannot be
elevated due to their structural characteristics. As a result, in September
2015, FEMA issued guidance that describes alternative mitigation
measures intended for a variety of housing types that cannot feasibly be
elevated.*® According to the report, there are a number of alternative methods of
mitigation that may result in flood insurance premium reductions, such as
filling a basement located below the base flood elevation to ground level,
abandoning or elevating the lowest floor of certain residential buildings,
and installing openings in foundation and enclosure walls located below
the base flood elevation that allow automatic entry and exit of
floodwaters.

Similar to the other options previously discussed, implementing mitigation
as an option for targeting assistance would also require elevation data
that are currently unavailable because these data would be needed to
determine the cost of mitigating the risk of damage to a property. Once
the mitigation costwas determined, FEMA could compare this amount to
the established threshold for mitigation costs to determine eligibility.

For all of the options we have discussed, including the means-tested
options, administering an assistance program could add to FEMA’s
existing management challenges. In our June 2011 report on the
administration of NFIP, we found that FEMA faces management
challenges in areas that affect NFIP, and we made 10 recommendations
to, among other things, improve the effectiveness of FEMA’s planning
and oversight efforts for NFIP and increase the usefulness and reliability
of NFIP’s flood insurance policy and claims processing system—5 of

4SRAND, Center for Catastrop hic Risk M anagement and Compensation, Flood Insurance in New
York City Following Hurricane Sandy, a report prepared for the New York City Mayor’s Office of
Long-Term Planning and Sustainability (2013).

46Federal Emergency ManagementAgency, Reducing Flood Risk to Residential Buildings
that CannotBe Elevated, FEMA P-1037 (Washington,D.C.: September2015).
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Many Policyholders
Could Be Eligible for
Assistance under
Various Approaches,
but FEMA Lacks Data
to Estimate Costs

which FEMA has implemented.*” Further, FEMA continues to work on
implementing required changes under the Biggert-Waters Act, as amended
by HFIAA. In a February 2015 report on the status of FEMA’s
implementation of the Biggert-Waters Act, as amended, we found that
FEMA faces a number of challenges in implementing the new
requirements, including resource issues, the complexity of the legislation,
and the need to balance NFIP’s financial solvency and affordability
goals.® As aresult, FEMA would likely face challenges in designing and
implementing any new assistance program.

Our analysis of available data suggests that, under several of the options
discussedin the previous section, many subsidized policyholders would
potentially be eligible for assistance with their NFIP premiums. However,
estimating the cost of providing assistance under various targeting
options with precision is difficult because FEMA lacks the elevation data
needed to calculate full-risk rates for currently subsidized properties.
Using the limited data that are available, we estimated that the cost could
vary widely, depending on various factors such as which option and
threshold are used.

4Y"GAO, FEMA: Action Needed to Improve Administration of the National Flood Insurance
Program, GAO-11-297 (Washington,D.C.: June 9, 2011). The 5 open recommendations
relate to (1) developing a comprehensive workforce plan;(2) developing protocols to
encourage and monitor collaboration between FEMA's Federal Insurance and Mitigation
Administration, which administers NFIP, and relevant support offices; (3) considering the
costs and benefits ofimplementing an interim documentmanagementsystem for FEMA,
among otherthings;(4) establishing timelines to complete the developmentand
implementation of FEMA's revised acquisition process; and (5) ensuring thatthe FEMA
Mission SupportBureau’s business process improvementefforts are expeditiously
completed. FEMA agreed with these recommendations and, as ofNovember2015,was
stillworking onimplementing them.

48GAO, Flood Insurance: Status of FEMA'’s Implementation of the Biggert-Waters Act, as
Amended, GAO-15-178 (Washington,D.C.: Feb. 19, 2015).
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Available Data Suggest
Many Subsidized
Policyholders Could Be
Eligible for Assistance
Using Various Targeting
Options and Thresholds

Estimation of Eligible
Policyholders Based on
Individuals’ Financial Need

Our analysis of available FEMA data suggests that many subsidized
policyholders would potentially be eligible for assistance under three of
the options previously discussed: (1) means testing based on individual
policyholders’ financial need, (2) means testing based on income
characteristics of a local geographic area, and (3) capping premiums
based on a percentage of coverage.*®

Our analysis of ACS data showed that, depending on the income
threshold used, 47 percent to 74 percent of subsidized policyholders
(approximately 285,000 to 451,000) would likely be eligible to receive
assistance under a means-tested approach that considers individuals’
financial need. As described previously, to implement this approach,
individual or household-level income information is needed; however,
these data were publicly unavailable.®® Instead, using household homeowner
data from the 2009 through 2013 5-year ACS at the county level, we
estimated that roughly 47 percent of subsidized policyholders have
incomes below 80 percent of AMI and, therefore, would likely be eligible
to receive assistance if this approach and threshold were implemented.®
This estimate is based on the assumption that the distribution of
household income levels among subsidized policyholders in a given
county as of September 30, 2013, was similar to the distribution of

4OWe focused on primaryresidences located in SFHAs with subsidized rates as of
September30,2013.We could notillustrate the mitigation option because data were not
available.NFIP currently does not collectdata necessaryto measure the effects of this
option;in particular,information on elevation is needed to calculate the cost of mitigating a
property. Stakeholders we spoke with said thatmitigation costs could vary based on the
characteristics ofa particular property and by geographiclocation.

50We were unable to obtain access to IRS tax return data, which, undersection 6103 of the
Internal Revenue Code, are confidentialand maynot be disclosed, exceptas specifically
authorized by law. We also explored obtaining income data from third -party vendors but
determined thatthe datalacked the precision for purposesofouranalysis.See appendi x|
for more detail on our efforts to obtain individual income data.

5TWe used 80 percent of AMI for our analysis because, as previously mentioned, HUD defines
low-income households as those withincome at or below this threshold and we found it
appropriate for NFIP. Also, we conducted this analysis atthe county level ratherthan the
census-tractlevel because the county-level data had more precise andreliable estimates
of homeownerincome distribution than did individual census tracts.
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household income among all homeowners in the county.5> We recognize
this is a potential limitation of the estimates, and the actual numbers of
policyholders likely to receive assistance under this approach would vary
depending on how similar the income distribution of subsidized
policyholders is to the income distribution of homeowners overall in a
county. Further, as figure 1 indicates, adjusting the threshold would affect
the estimated percentage of policyholders that would likely be eligible for
the assistance.® For example, if the eligibility threshold were increased to
140 percent of AMI, we estimated that the percentage of policyholders
who would likely be eligible to receive assistance would increase to about
74 percent.%

Figure 1: Estimated Percentage of Subsidized Flood Insurance Policies That Would Likely Be Eligible for Assistance under
the Individuals’ Financial Need Approach by Various Income Limits, as of September2013

Afea 80% of AMI 28 (47 |67
median  115% of AMI 43} (64} | 84
(AMI) 140% of AMI 55] 74 193
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Percentage of currently subsidized policyholders likely to have incomes below the income limit

@® Estimate?
— Estimated range of eligible policyholders®

Source: GAO analysis of American Community Survey and Federal Emergency Management Agency data. | GAO-16-190

#We used county-level data to generate estimates of the number of subsidized policyholders residing
in areas w ith estimated income below the Department of Housing and Urban Development’s area
median income thresholds. These estimates are based on the assumption that the distribution of
household income levelamong Special Flood Hazard Area policyholders in a given county w as

52The distribution of income among homeowners is likely to differ from that among subsidized
policyholders. Nevertheless, this simplifying assumption is useful for illustrating the potential
effect onthe number of subsidized policyholders ofimplementing a means -tested
approach that considersindividuals’ financial need in the absence of more targeted
information, such as taxdata. See appendix| for more detail.

53The lower and upperends of the range we presentare based on a simulated shiftin the
county income distribution up ordown one category, and they show the estimated countof
policyholders requiring subsidies ifthe income distribution of policyholders were
somewhathigherorlowerthan that of homeownersin the county itself. This methodology
renders our estimates relativelywide, which is appropriate in lightof how little is known
aboutpolicyholderincome. An even widerrange could resultif the income distributions
differ to a greater extent than our sensitivity analysis suggests. Forinformation on our
calculations, see appendixl.

S4As previously mentioned, to be eligible for certain federal housing programs, individual
households must meet specific income limits that could be as high as 140 percent of AMI.
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similar to the income distribution of household income among all homeow ners in the county as of
September 30, 2013. The actualnumbers of policyholders likely to receive assistance under this
option may vary depending on how similar the income distribution of subsidized policyholders is to the
income distribution of ow nersoverallina county.

®The low er and upper ends of the range w e present are based on a simulated shiftin the county
income distribution up or dow n one income category, and they show the estimated count of
policyholders requiring subsidies if the income distribution of policyholders w eresomew hat higher or
low er than that of homeow ners in the county itself. This renders our estimates relatively w ide, which
is appropriate in light of how little is know n about policyholder income. An even w ider range could
resultif the income distributions differ to a greater extent than our sensitivity analysis suggests.

As of September 30, 2013, the actual number of subsidized policies was
about 609,000. The states with the highest numbers of subsidized
policies as of that date were Florida (102,193), Louisiana (60,692),
California (50,018), New Jersey (41,259), and Texas (40,805) (see fig. 2).

Figure 2: Number of Estimated Subsidized Flood Insurance Policies by State, as of September 2013

Total policies
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Sources: GAO analysis of Federal Emergency Management Agency data. | GAO-16-190
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Using household homeowner data from the 2009 through 2013 5-year
ACS at the county level, Florida would still have the greatest number of
policyholders likely to be eligible to receive assistance if the income limit
for this approach were set at 80 percent of AMI, with nearly 48,000
policyholders likely to be eligible, followed by Louisiana and California
(see fig. 3).

Figure 3: Estimated Number of Subsidized Flood Insurance Policies That Would Likely Be Eligible for Assistance at 80
Percent of Area Median Income, by State, as of September 2013
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Sources: GAO analysis of American Community Survey and Federal Emergency Management Agency data. | GAO-16-190

Note: We used county-level data to generate estimates, by state, of the number of subsidized
policyholders residing in areas w ith estimated income below the Department of Housing and Urban
Development’s area median income thresholds. These estimates are based on the assumption that
the distribution of household income level among Special Flood Hazard Area policyholders in a given
county w as similar to the income distribution of household income among all homeow ners in the
county as of September 30, 2013. The actual numbers of policyholders likely to receive assistance
under this option may vary depending on how similar the income distribution of subsidized
policyholders is to the income distribution of ow ners overallin a county. The low er and upper ends of
the range w e present are based on a simulated shiftin the county income distribution up or dow none
income category, and they show the estimated count of policyholders requiring subsidies if the
income distribution of policyholders w ere somew hat higher or low erthan that of homeow ners in the
county itself. This renders our estimates relatively w ide, which is appropriate in light of how little is
know n about policyholder income. An evenw ider range could result if the income distributions differ
to a greater extent than our sensitivity analysis suggests.
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Three of the top five states with the most subsidized policies—Florida,
Louisiana, and New Jersey—would also be states with the greatest
number of policyholders likely to be eligible to receive assistance if the
income threshold were setat 115 percent of AMI (see fig. 4).

Figure 4: Estimated Number of Subsidized Flood Insurance Policies That Would Likely Be Eligible for Assistance at 115
Percent of Area Median Income, by State, as of September 2013
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Sources: GAO analysis of American Community Survey and Federal Emergency Management Agency data. | GAO-16-190

Note: We used county-level data to generate estimates, by state, of the number of subsidized
policyholders residing in areas w ith estimated income below the Department of Housing and Urban
Development’'s area median income thresholds. These estimates are based on the assumption that
the distribution of household income level among Special Flood Hazard Area policyholders in a given
county w as similar to the income distribution of household income among all homeow ners in the
county as of September 30, 2013. The actual numbers of policyholders likely to receive assistance
under this option may vary depending on how similar the income distribution of subsidized
policyholders is to the income distribution of ow ners overallina county. The low er and upper ends of
the range w e present are based on a simulated shiftin the county income distribution up or dow none
income category, and they show the estimated count of policyholders requiring subsidies if the
income distribution of policyholders w ere somew hat higher or low erthan that of homeow ners in the
county itself. This renders our estimates relatively w ide, which is appropriate in light of how little is
know n about policyholder income. An even w ider range could result if the income distributions differ
to a greater extentthan our sensitivity analysis suggests.
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If the threshold were increased to 140 percent of AMI, Florida, Louisiana,
and California would have the greatest number of policyholders likely to
be eligible to receive assistance (see fig. 5).

Figure 5: Estimated Number of Subsidized Flood Insurance Policies That Would Likely Be Eligible for Assistance at 140
Percent of Area Median Income, by State, as of September 2013
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Sources: GAO analysis of American Community Survey and Federal Emergency Management Agency data. | GAO-16-190

Note: We used county-level data to generate estimates, by state, of the number of subsidized
policyholders residing in areas w ith estimated income below the Department of Urban Development’s
area median income thresholds. These estimates are based on the assumption that the distribution of
household income levelamong Special Flood Hazard Area policyholders in a given county w as
similar to the income distribution of household income among all homeow ners in the county as of
September 30, 2013. The actualnumbers of policyholders likely to receive assistance under this
option may vary depending on how similar the income distribution of subsidized policyholders is to the
income distribution of ow nersoverallina county. The low er and upper ends of the range w e present
are based on a simulated shiftin the county income distribution up or dow n one income category, and
they show the estimated count of policyholders requiring subsidies if the income distribution of
policyholders w ere somew hat higher or low er than that of homeow nersin the county itself. This
renders our estimates relatively w ide, w hich is appropriate in light of how little is know n about
policyholder income. An even w ider range could resultif the income distributions differ to a greater
extentthan our sensitivity analysis suggests.
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Estimation of Eligible
Policyholders Based on the
Financial Characteristics of a
Local Geographic Area

Our analysis of ACS data showed that, depending on the income
threshold used, 23 percent to 87 percent of subsidized policyholders
(approximately 139,000 to 527,000) would likely be eligible to receive
assistance if a means-tested approach that considers the income
characteristics of a local geographic area were implemented. Using ACS
data at the census-tract level, we estimated that as of September 2013,
about 23 percent of subsidized policyholders lived in a census tract that
had an estimated median household income below 80 percent of AMI
and, therefore, would likely be eligible to receive assistance under this
approach.® Unlike the previous approach, which is based on individual or
household income, this estimate is based on the median income
characteristics of an entire local geographic area. As such, all
policyholders in a particular local geographic area, such as a census
tract, would be eligible for assistance if the median household income of
the area were below a selected threshold.%®

As figure 6 indicates, similar to the other means-tested approach,
adjusting the threshold would also affect the estimated percentage of
policyholders who could be eligible for the assistance. For example, if the
eligibility threshold were increased to 140 percent of AMI, we estimated
that the percentage of policyholders who would likely be eligible to
receive assistance would increase to about 87 percent.

55A census tract is a small statistical subdivision and is generally smaller than a county, witha
population between 1,200 and 8,000 people. We used the census-tract level for this analysis
because it was the smallest geographic unit for which estimates of median household income
were reliable for the areas in which subsidized policyholdersreside.

58For the lower and upper bounds of the estimate, we used ACS guidance to generate a 95 percent
confidence interval around the median income for each geographicunit,and we tested the
bounds ofthe confidentinterval againstthe AMI threshold.
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Figure 6: Estimated Percentage of Subsidized Flood Insurance Policies That Would Likely Be Eligible for Assistance under a

Community Eligibility Approach by Various Income Limits, as of September 2013
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Source: GAO analysis of American Community Survey and Federal Emergency Management Agency data. | GAO-16-190

#We used census tract-level data to test the estimated median income of each census tract against
the relevant Department of Housing and Urban Development’s area median income (AMI) thresholds.
These estimates are based on the assumption that Special Flood Hazard Area policyholders who live
in a census tract with a median household income below the AMI threshold w ould be eligible to
receive a subsidy as of September 30, 2013.

®For the low er and upper ends of the range, w e followed American Community Survey guidance to
generate a 95 percent confidence interval around the median income for each geographic unit, and
tested the bounds of the confidence interval against the AMI threshold.

Because this approach targets areas with certain geographic
characteristics, it could also include policyholders with relatively high
incomes or high property values. For example, in one census tract that
would potentially be eligible for assistance, where subsidized
policyholders comprised approximately 50 percent of the homeowners in
the community, an estimated 27 percent of homeowners had an income
that exceeded $150,000.5 In another tract that would potentially be eligible
for assistance, where subsidized policyholders comprised about 36
percent of homeowners in the community, the median home value
exceeded $1 million.5® However, we also found that some low-income

S7This estimate is based on the assumption that a means-tested approach that considers the income
characteristics of a local geographic area witha 115 percentAMI threshold was implemented.
To identify tracts with the potential for having a large portion of “high-income”
policyholders, we selected onlythose tracts where an estimated 25 percentor more of
homeowners have income at$150,000 and above, the highestincome categoryavailable
in the ACS data.

58 At the census-tract level, the median home value estimates above $1 million were cappedat $1

million. That is, if the actual median home value estimate for the tract was higher than $1 million
(i.e., $5 million or $20 million), ACS data showed the value as $1 million.
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Estimation of Eligible
Policyholders under the
Capped Premium Option

subsidized policyholders resided in census tracts not eligible for assistance
under this approach, including census tracts in Puerto Rico.%

We were unable to estimate the number of subsidized policyholders who
would likely be eligible for assistance under the capped premium option
because implementing it would require information on the full-risk
premium rates of currently subsidized policies, which as previously
discussed, FEMA does not calculate. However, our analysis of available
data on the subsidized premiums paid on these policies, and their total
coverage (building and content) amounts, as of September 30, 2013,
showed that, as table 1 indicates, about 23 percent of policyholders who
paid subsidized premiums as of September 30, 2013, were paying above
1 percent of their total coverage amounts.®° Our analysis also showed that
almost none of the subsidized policyholders were paying premiums that were
more than 2 percent of their total coverage amounts.

________________________________________________________________________________|]
Table 1: Estimated Percentage of Subsidized Policyholders’ Premium That Exceeds

Coverage Amount, across Various Limits, as of September2013

Percent of Coverage
1% 2% 3% 4% 5%
Policyholders with premiums above a certain 229% 04% 0.1% 0% 0%
percentage of coverage®

Policyholders with premiums equal to or less than 771 99.6 99.9 100 100
a certain percentage of coverage

Source: GAO analysis of Federal Emergency Management Agency data. | GAO-16-190

¥The Federal Emergency Management Agency does not calculate the full-risk rate for subsidized
policies. As aresult, w e used the total premium amount based on the available subsidized rates that
policyholders paid as of September 30, 2013. We calculated the combined building and content
coverage of each remaining subsidized policyholder and applied the various limits (i.e.,1to 5

®To identify tracts with the potential for having a large portion of “low-income” policyholders, we
selected only those tracts where an estimated 25 percent or more of homeowners have income
below $25,000. At this threshold, these tracts would be considered eligible forsubsidy
even using the lowestHUD AMI of $16,400 (the lowestincome threshold available in the
ACS data is $15,000).

60We calculated the combined building and content coverage of each remaining subsidized
policyholderand applied the various limits (i.e., 1 to 5 percent)to determine whetherthat
percentof premium coverage is greaterthan the total subsidized premium amount, as of
September30,2013.We determined thatthe difference between these policyholders’
annual subsidized premiums and the threshold of 1 percentof coverage ranged from $1 to
about$26,400, with the average and median difference ofabout $176 and $79,
respectively.
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percent) to determine w hether that percent of premium coverage is greater than the total subsidized
premium amount, as of September 30, 2013.

FEMA Lacks Information
Needed to Estimate the
Cost of Assistance

As previously discussed, FEMA does not collect certain flood risk
information that would be needed to calculate the full-risk rate for most
subsidized policies; as a result, estimating the cost of providing subsidy
assistance under various targeting options is difficult.®' Elevation
certificates are needed to determine the full-risk rate for a property.
However, because FEMA does not use this information in rating
subsidized policies, it does not currently require elevation certificates for
subsidized policyholders, although policyholders may obtain an elevation
certificate voluntarily.5? As a result, FEMA cannot accurately determine the
actual forgone premiums for subsidized policies—the difference between
subsidized premiums paid and the premiums that would be required to
cover the expected losses associated with subsidized policies.® Likewise,
without full-risk rate premiums for these properties, it is difficult to estimate the
actual subsidy cost of implementing various options that could be used to
target assistance for NFIP. Because it is not possible to calculate the
actual amount of assistance each policyholder could be eligible for,
estimating the aggregate cost of providing assistance under the various
targeting options is not possible with any specificity.

Although we were unable to estimate the subsidy cost of implementing
these targeting options with any precision, we have previously estimated
forgone premiums for subsidized policies using various statements
published by FEMA that describe the size of the subsidies and expenses.
In our December 2014 report on forgone premiums for subsidized
policies, using available data, we estimated that the cumulative forgone
premiums net of expenses ranged roughly from $8 billion to $17 billion

61For purposes of this report, we assumed thatthe maximum amountofthe subsidyprovided
to those policyholders deemed eligible for assistance would be the difference between the
full-risk premium and the subsidized premium charged under the currentNFIP structure.

62GAO-13-607. Surveyors calculate the elevation of the firstlevel of a structure in relation
to the expected flood level, or base flood elevation.

B3we attempted to construct elevation difference using Light Detection and Ranging (LIDAR)
data from the North Carolina Floodplain Mapping Program, butthe methodologyused for
LIDAR datawas inconsistentwith NFIP’s measure forlowestfloor elevation. In addition,
as previouslydiscussed, these data maynot be of sufficientquality to measure forgone
premiums associated with subsidized policies.
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over the period from 2002 through 2013.%* In particular, we estimated that
the forgone premiums net of expenses for all policies subsidized in 2013
roughly range from $575 million to $1.8 billion.5> While the number of
policyholders who could be eligible could vary widely depending on the
selected targeting option and threshold, only a subset of all subsidized
policyholders would likely be eligible to receive assistance. Using the
means-tested targeting option and thresholds mentioned earlier in this
report, the cost could have ranged from $40 million to $1.7 billion in
2013.% For example, the estimated cost for the approach that considers
individuals’ financial need could have ranged from $161 million to $1.7
billion in 2013, and the estimated cost for the approach that considers the
income characteristics of the local geographic area could have ranged
from $40 million to $1.7 billion. We could not calculate a potential cost
under the capped premium method because, as noted earlier,
determining eligibility for assistance would require information on full-risk
rates for currently subsidized properties, which FEMA does not collect.

54In our December 2014 report, we used policy data from 2002 through 2013 to determine the
number and associated premiums of the subsidized policies and applied FEM A’s published
statements describing the size of the subsidies and expenses to estimate forgone
premiums and forgone premiums netof program expenses. FEMA officials stated that
their statements aboutthe size of the subsidyshould notbe considered definitive or
precise. However,because FEMA officials said thatthese statements were the only
information available on the size of the subsidy, we used them in three different
calculations to estimate forgone premiums, added caveats to our estimates, and noted the
limitations ofusing them.See GAO-15-111.

8511 our 2014 report, we noted several limitations to using these statements to produce our
estimates. We presented three separate estimates: (1) FEM A’s statementaboutthe impact of
eliminating subsidies on aggregate premiums, (2) the percentage oflong -term expected
losses covered by subsidized premiums, and (3) the percentage of long -term expected
losses covered by subsidized premiums to estimate forgone premiums foronlythe
policies thatremained subsidized after HFIAA.

66T his estimated total subsidy cost is based on the estimated lowest and highest forgone premium,
net of expenses, in 2013 across the three estimates calculated in our 2014 report, GAO-15-111.
We applied the range to the targeting options described earlierin this report. Specifically,
we applied the costrange ($575 million to $1.8 billion)to the various targeting options and
their ranges of percentage of eligible policyholders. This costestimate assumes thatthe
difference between whatsubsidized policyholders would payif they were charged full -risk
rates and the subsidized rates they paid in 2013 are the same forall subsidized
policyholders. Also, this estimated subsidycostdoes nottake into accountthe cost
associated with implementing the selected targeting option. In addition to the limitations on
the eligibilityestimates discussed in this report,our 2014 reportdiscusses potential
constraints on ourcostestimates. Despite these limitations, the estimated costand
eligibilityfigures are useful forillustrating the inabilityto preciselydetermine the costs of
these policies in advance withoutadditional information.
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In our July 2013 report on subsidized properties, we found that NFIP
lacked the information needed to determine the full-risk rates for
subsidized properties.®” As a result, we recommended that FEMA develop
and implement a plan to obtain information needed to determine fullrisk
rates for subsidized properties. FEMA generally agreed with the
recommendation and has taken limited action to implementit. For
example, FEMA noted that the agency would evaluate the appropriate
approach for obtaining or requiring the submittal of this information.
FEMA also said it would explore technological advancements and engage
with industry to determine the availability of technology, building
information data, readily available elevation data, and current flood
hazard data that could be used to implement the recommendation.
However, in a subsequent meeting, FEMA officials also said that the
agency faced a cost challenge with respect to elevation certificates and
that obtaining these certificates could take considerable time and cost
several hundred million dollars.®® They noted that requiring policyholders to
incur the cost of obtaining elevation certificates would not be consistent with
NFIP’s policy objective to promote affordability. The officials added that
the agency encourages subsidized policyholders who seek to ensure the
appropriateness of their NFIP rates to voluntarily submit elevation
documentation. We acknowledge the difficulty and expense involved in
obtaining precise information about flood risk, but we maintain that
implementing this recommendation is important. Information about flood
risk is needed to correctly charge full-risk rates for an increasing number
of policies as FEMA phases out subsidies.®® Further, such information could
help FEMA inform policyholders about their flood risk, as required by HFIAA.

67GAO-13-607.

68According to FEM A officials, thecost of obtaining elevation certificates can vary greatly. With
approximately 1 million subsidized policies, assuming a cost of $300 to $500 per elevation
certificate, the costfor obtaining elevation certificates could total several hundred million
dollars. However, itis unclearwhat effect increased demand for elevation certificates
could have on the price.

69GAO-15-111.
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i Based on our analysis of studies, interviews with stakeholders, and prior
Several Mechanisms GAO reviews, FEMA could potentially use a variety of mechanisms to
Could Be Usedto deliver assistance to NFIP policyholders who could be deemed eligible
Deliver NFIP based on the various targeting options previously discussed.”® These

mechanisms include:
Assistance, but Each
Involves Public Policy
Trade-offs

discounted rates, through which the government charges recipients
less than the full cost of the service received;

« vouchers, through which the government would disburse funds that
allow recipients to pay for a restricted set of goods or services;

« tax expenditures, through which the government would reduce
recipients’ tax liability based on eligible expenses;”" and

« grants and loans for mitigation, through which the government
would disburse funds to recipients under a contract.

Each mechanism involves trade-offs among affordability and four policy
goals for federal involvement in natural catastrophe insurance. We
identified these four policy goals, which have not changed, in our 2007
report on the federal role in natural catastrophe insurance: (1) charging
premium rates that fully reflect actual risks; (2) encouraging private
markets to provide natural catastrophe insurance; (3) encouraging broad
participation in natural catastrophe insurance programs; and (4) limiting
costs to taxpayers before and after a disaster.” For the fourth goal, we

"Owe selected delivery mechanisms based on prior GAO reports, literature review results, and
interviews with industry stakeholders. This list is not comprehensive but rather represents the
delivery mechanisms mentioned most often in our review.

Tax expenditures are reductions in a taxpayer’s tax liability that are the result of special
exemptions and exclusions from taxation, deductions, credits, deferrals of tax liability, or
preferential tax rates. Tax expenditures result in revenue losses forthe federal government,
which forgoes some ofthe tax revenues that it would have otherwise collected. To deliver
NFIP assistance, FEMA could include tax credits, which reduce tax liabilitydollar-for-dollar
for eligible expenses;taxdeductions, which reduce gross income bysubtracting expenses
taxpayers incur for eligible expenses; and tax-preferred savings vehicles, which allow tax
filers to save pretaxup to a specified limitor make tax-free withdrawals for eligible
expenses andincome.Because of Treasury's role in tax policy analysis,ifFEMA were to
pursue tax expenditures as an NFIP assistance deliverymechanism, FEMA could work in
consultation with Treasuryon any tax proposals.

"2GAO, Natural Disasters: Public Policy Options for Changing the Federal Role in Natural
Catastrophe Insurance, GAO-08-7 (Washington, D.C.: Nov. 26, 2007).
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focused only on administrative costs because total program costs would be
affected by undetermined factors such as eligibility criteria and caps on
assistance.” As summarized in figure 8, we determined that each mechanism
fully supports at least two of the four natural catastrophe insurance policy goals,
but none of the mechanisms fully support all four of these policy goals.

Figure 7: Comparison of Selected Delivery Mechanisms to GAO-ldentified Policy Goals for Natural Catastrophe Insurance
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Premium rates
reflect actual risks

Goal 2:
Encourage private market
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Limit administrative
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Vouchers

Tax expenditures

Grants and loans for mitigation

I:I Likely to partially meet policy goal®

- Likely to fully meet policy goal

Source: GAO analysis. | GAO-16-190

¥Costs related to federal assistance programs generally include administrative costs (costs
associated w ith administering a program) and subsidy costs (costs associated with the amount of
assistance provided to recipients). For the purpose of this figure, w e consider the potential
administrative costs of delivery mechanisms. We exclude subsidy costs because they would be
affected by undetermined factors such as eligibility criteria and caps on assistance.

®We categorized a delivery mechanism as “likely to partially meet policy goal” if the delivery
mechanism had some characteristics that would likely help it meet the policy goal but others that
likely would not.

All Mechanisms Except
Discounted Rates Could
Reflect Actual Risk and
Encourage Private Market

Participation

FEMA’s current discounted rate mechanism does not help FEMA charge
premiums that reflect actual risks or encourage the private market to
provide flood insurance. The other delivery mechanisms we identified—
vouchers, tax expenditures, and grants and loans for mitigation—would
likely help support these goals.

"3Costs related to federal assistance programs generally include administrative costs (costs
associated with administering a program) and subsidycosts (costs associated with the
amountof assistance provided to recipients). For the purpose ofthis report section,we
considerthe potential administrative costs ofdelivery mechanisms. We generallydo not
consider subsidycosts because theywould be affected by undetermined factors such as
eligibilitycriteria and caps on assistance, as previouslydiscussed. However,we do note
instances where our previous work has had findings relevantto ways in which a delivery
mechanism maycommunicate subsidycosts.
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Discounted Rates

NFIP’s current discounted rate mechanism does not support the policy
goal of charging premiums that reflect actual risk, according to our prior
reports, a study we reviewed, and most stakeholders we interviewed.”* As
we have previously found, NFIP’s discounted rates do not fully reflect
actual risks because the premiums are not intended to contribute
sufficient revenues to cover potential losses.” In addition, the discounted
rate mechanism hides actual risk because it builds a subsidy within the rate
structure, meaning that policyholders who have discounted rates do not
know their full-risk rate or the amount of subsidy they receive. We have
previously found that discounted rates for NFIP, as well as for the federal
crop insurance program, do not provide all policyholders with accurate
price signals about their chances of incurring losses.”® As a result, some
policyholders may perceive their risk of loss to be lower than it really is
and may have less financial incentive to mitigate risk of damage to a
property or to decide not to purchase a property at higher risk of flooding.

In addition, building a subsidy into the rate structure means that the
discounted rate mechanism makes it difficult to measure
nonadministrative program costs (i.e., subsidy costs). We and the
Congressional Budget Office have previously found that FEMA’s

T4As previously discussed in this report, NFIP is not currently able to set rates that reflect the full
risk of loss. In 2008 and 2013 reports, wenoted the importance of charging premium rates that
reflect the full risk of loss and made three recommendations regarding rate -setting with
which FEMA generallyagreed. FEMA has taken a numberofsteps inresponse tothese
recommendations, butit has not fully addressed them. Also, we have ongoing work in this
area. See GAO, FloodInsurance: FEMA’s Rate-Setting Process Warrants Aftention,
GAO-09-12 (Washington,D.C.: Oct. 31,2008)and GAO-13-607. Carolyn Kouskyand
Howard Kunreuther, “Addressing Affordabilityin the National Flood Insurance Program”
(working paper2013-12, The Wharton School, Risk Managementand Decision Processes
Center, University of Pennsylvania, Philadelphia, PA, 2013).

SGAO-13-607.

8 GAO-15-111, GAO, Flood Insurance: Strategies for Increasing Private Sector
Involvement, GAO-14-127 (Washington,D.C.: Jan. 22, 2014),and Climate Change: Better
Managementof Exposure to Potential Future Losses Is Needed for Federal Flood and
Crop Insurance, GAO-15-28 (Washington,D.C.: Oct. 29, 2014). The federal crop
insurance program,administered bythe Risk ManagementAgency withinthe U.S.
Departmentof Agriculture, provides subsidized crop insurance thatprotects farmers
againstfinancial losses caused bydrought, floods, and other natural disasters,among
other things.
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Vouchers, Tax Expenditures,
and Grants and Loans

discounted rate mechanism disguises actual NFIP costs because the
costs were evident only in FEMA’s need to borrow from Treasury.”’

Further, because the discounted rate mechanism builds assistance into
the rate structure, it does not encourage the private sector to provide
insurance, according to our prior work and a stakeholder we interviewed.
We have previously found that discounted rates discourage private
participation in the flood insurance market because private insurers
cannot compete with NFIP’s highly discounted (subsidized) rates in some
geographic areas.”® For example, one state insurance regulator we interviewed
during this review indicated that HFIAA's reinstatement of discounted rates
eliminated by the Biggert-Waters Act inhibited the participation of private
insurers who had begun to take a more active role in the state.

However, a discounted rate mechanism used to deliver assistance to
policyholders who are deemed eligible could be modified to better
address these limitations. Specifically, a full-risk rate could first be
determined, and then the discount could be applied outside of the rate
structure. Such an approach would better communicate the actual cost of
the risk to policyholders and would make subsidy costs more transparent.
For example, one stakeholder we interviewed said that billing statements
could be modified to show policyholders both their full-risk rate and the
assistance they receive. Further, the amount of the subsidy could be
explicitly funded through an appropriation.

The other potential NFIP assistance delivery mechanisms we identified—
vouchers, tax expenditures, and grants and loans for mitigation—would
likely help promote premiums that reflect the actual risk of losses because
they first require determination of a full-risk premium and then provide
assistance outside of the rate structure.” On the basis of our literature

TGAO-14-127 and Donald B. Marron, Acting Director, Congressional Budget Office, The
Budgetary Treatmentof Subsidiesin the National Flood Insurance ProgramF1 testimony
before the Senate Committee on Banking, Housing, and Urban Affairs, 109 ™ Cong., 2™
session,January25,2006.

"8GAO, Flood Insurance: Public Policy Goals Provide a Framework for Reform, GAO-11-670T
(Washington, D.C.: June 23, 2011)and GAO-14-127.

"0ur discussion of the benefits of using the other delivery mechanisms assumes that NFIP could

determine full-risk rates and that theserates would be used as a starting pointbefore applying
any assistance. As previously discussed, this is something that NFIP cannotcurrently do.
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review and interviews with stakeholders, these other mechanisms would
deliver assistance in the following ways:

« With vouchers, policyholders would be charged a full-risk rate
premium but would receive a subsidy through a voucher to cover the
difference between what they are deemed able to pay and the full-risk
rate premium.

« With tax expenditures, policyholders would be charged a fullrisk rate
premium before having their tax liability reduced when they file their
taxes.

« With grants and loans, policyholders would receive grants or loans to
help mitigate their homes, and then they would be charged a premium
rate that reflects their lower risk.

These other potential NFIP assistance delivery mechanisms could help
make existing NFIP subsidy costs more transparent because they
separate assistance from premiums. We and the Congressional Budget
Office have found that separating assistance from premiums could help
the government and taxpayers understand actual program costs, in part
because doing so would make NFIP subsidy costs explicit by requiring
Congress to appropriate funds for them.8® Vouchers and grants and loans for
mitigation meet these goals. However, the costs associated with tax
expenditures may be somewhat less clear than costs associated with
vouchers and grants and loans for mitigation. Tax expenditures would
help make subsidy costs somewhat more transparent because they
separate assistance from premiums, similar to vouchers and grants and
loans for mitigation, but we and the Congressional Budget Office have
previously found that tax expenditures can mask subsidy costs because
they are not readily identifiable in the budget and are generally not

80GAO-14-127 and Donald B. Marron, Acting Director, Congressional Budget Office, The
Budgetary Treatmentof Subsidies in the National Flood Insurance ProgramF1 testimony
before the Senate Committee on Banking, Housing, and Urban Affairs, 109 ™ Cong., 2™
session,January25,2006.
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subject to systematic performance measurement, similar to discounted
rates.?

In addition, vouchers, tax expenditures, and grants and loans for
mitigation could help encourage the private sector to provide flood
insurance, based on our analysis of prior GAO reports, studies we
reviewed, and a stakeholder we interviewed. This is generally because
these mechanisms would provide assistance outside the rate structure,
enabling NFIP to charge rates that more fully reflect risk and are much
closer to the rates private insurers would need to charge, which we have
previously reported is a key private sector concern.? In addition,
vouchers and tax expenditures could potentially be designed in a way that
would incentivize homeowners to consider private insurance: vouchers
could be used with either NFIP or private insurance, and tax expenditures
could be based on either NFIP or private insurance expenses. Further,
grants and loans for mitigation could increase the number of homes at
lower risk of flood damage and create a larger, more diverse risk pool,
which would help private insurers be better able to manage their risk
exposure—another issue we have previously identified as a key private
sector concern about offering flood insurance.®

81GAO, Tax Expenditures: Background and Evaluation Criteria and Questions,
GAO-13-167SP (Washington, D.C.: Nov. 29, 2012)and GovernmentPerformance and
Accountability: Tax Expenditures Representa Sub stantial Federal Commitmentand Need
to Be Reexamined, GAO-05-690 (Washington,D.C.: Sept. 23, 2005). Since 1994, we
have recommended greater scrutinyof tax expenditures, but the executive branch has
made little progress in developing a framework for systematicallyevaluating tax
expenditures. Congressional Budget Office, Refundable Tax Credits,Pub. No. 4152
(Washington, D.C.: January 2013).

82GAO-14-127. In January 2014 we found that insurers cited three main conditions that
needed to be presentto increase private sector involvement in the sale of flood insurance.
In addition to being able to charge premium rates thatreflect the full estimated risk of
potential flood losses while still allowing the companies to make a profit, insurers said that
they need to be able to accurately assessriskto determine premiumrates and need a
sufficientlevel of consumer participation forinsurers to properlymanage and diversify
their risk.

83GAO, National Flood Insurance Program: Additional Guidance on Building Requirements to
Mitigate Agricultural Structures’ Damage in High-Risk Areas Is Needed, GAO-14-583
(Washington, D.C.: June 30, 2014) and GAO-14-127.
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Mechanisms Vary in
Whether They Encourage
Broad Participation and
Limit Administrative Costs

Discounted Rates

FEMA’s current discounted rate mechanism helps encourage broad NFIP
participation and limits administrative costs. The extent to which the other
delivery mechanisms we identified—vouchers, tax expenditures, and
grants and loans for mitigation—could encourage broad participation is
unclear. In addition, their effect on administrative costs varies.8*

The discounted rate mechanism encourages broad participation. As we
have previously reported, discounted rates have helped NFIP achieve a
program goal of broad participation by providing assistance that lowers
the cost of insurance.? Further, discounted rates may encourage more
participation than other potential delivery mechanisms, such as tax
expenditures, because FEMA applies discounted rates that reduce
premiums immediately and policyholders do not have to wait to receive
their assistance.

In addition, continuing to use the discounted rate mechanism would likely
help NFIP limit up-front administrative costs because the discounted rate
mechanism is already in place and used to issue subsidies, which means
that NFIP can avoid some costs that would be associated with creating a
new delivery mechanism.® Also, some stakeholders we interviewed said
that discounted rates may be the most efficient delivery mechanism
option for ongoing program administration, citing reasons such as

84In a number of previous reports, we have stated that there is no federal definition of what
constitutes an administrative costbecause programs have differentmissions, priorities,
services,and clients, resulting in a variety of definitions.However,in general,
administrative costs offederal programs generallyrefer to the costs thatsupport
programs’ mission activities. See, for example, GAO, Federal Emergency Management
Agency: Opportunities Exist to Strengthen Oversight of Administrative Costs for Major
Disasters, GAO-15-65 (Washington,D.C.: Dec. 17,2014)and Human Service Programs:
Demonstration Projects Could Identify Ways to Simplify Policies and Facilitate Technology
Enhancements to Reduce Administrative Costs, GAO-06-942 (Washington, D.C.: Sept.
19, 2006). While some costs, such as developing information technologysystems, may
onlybe incurred uponimplementation ofa program or project, other costs, such as issuing
benefits, are ongoing and are incurred throughoutthe duration of the program or project.

85GAO-15-111.

86While NFIP has an existing systemin place to administer discounted rates, it should be noted
thatimplementing some ofthe eligibilityoptions we previouslydiscussed would increase
administrative costs because FEMA would have to collectdata thatitis not currently
required to collect. For example, as with all potential delivery m echanisms, providing
means-tested assistance would require FEMA or anotheragency to develop an
infrastructure to collectinformation on household income and assets and make eligibility
determinations.
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Vouchers

FEMA’s ability to implement the mechanism without coordinating with
other federal agencies.

Vouchers may have some characteristics that support the policy goal of
broad NFIP participation and others that do not, according to examples
cited in our previous work, studies we reviewed, and stakeholders we
interviewed. For example, vouchers could help encourage broad
participation in NFIP because they would immediately reduce premium
costs and are unrelated to recipients’ tax-filing status. However, some
stakeholders we interviewed noted other voucher characteristics that may
discourage participation in NFIP. For example, FEMA officials we
interviewed said that policyholders may perceive vouchers to have
associated stigma, and another stakeholder expressed concern that a
potentially burdensome application process could discourage eligible
policyholders from applying.

In addition, vouchers would likely increase NFIP’s administrative costs to
a certain extent, according to examples cited in our previous work,
studies we reviewed, and stakeholders we interviewed. Because FEMA
does not currently have an NFIP voucher program, it would need to
dedicate additional resources to its creation and to its ongoing
administration. For example, HUD is one agency with such a voucher
program and a 2015 HUD study of costs incurred by the local public
housing authorities that administer HUD’s Voucher program found that
efficient public housing authorities spent an average of $70 per month to
administer a voucher, with costs related to frontline labor representing the
largest costs.®” To help FEMA limit such administrative costs, two studies
we reviewed said that flood insurance vouchers could be administered
through an existing voucher program, such as the HUD Voucher
program.® However, according to the 2015 HUD study and HUD officials we
interviewed, the local public housing authorities that administer the HUD
Voucher program do not receive adequate funding to efficiently and

87 Abt Associates in partnership with RSG and Phineas Consulting, Housing Choice
Voucher Administrative Fee Study, a report prepared at the requestofthe Departmentof
Housing and Urban Development, Office of Policy Developmentand Research, April
2015.The aggregate costs to apply the study's recommendations across the entire
program were estimated atover $1.8 billion. Frontline laborincludes employees who
conductactivities such as eligibilitydeterminations and annual recertifications.

88National Research Council of the National Academies, Affordability of National Flood
Insurance Program Premiums: Report 1.
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Tax Expenditures

effectively administer the existing program.8° HUD officials we interviewed
also said that there would be additional costs, which could be significant,
associated with implementing a new program. As a result, establishing an
assistance program for NFIP under HUD’s, or another program’s,
infrastructure would likely require additional resources for agencies
responsible for implementing the program. Any additional costs would
have to be weighed against the costs of the existing program. According
to HUD officials, other concerns in addition to costs—such as housing
authorities’ lack of familiarity with FEMA and flood insurance—would also
have to be addressed before determining the suitability of using an
existing HUD program to deliver NFIP assistance.

Tax expenditures may have some characteristics that support the policy
goal of broad NFIP participation and others that do not, according to
examples cited in our prior reports, many studies we reviewed, and some
stakeholders we interviewed. For example, well-designed tax
expenditures can be targeted to reach certain populations and provide
incentives for taxpayers to engage in particular activities; do not have the
stigma that some individuals may associate with government spending
programs; and may be less burdensome than applying for assistance
through other spending programs in some ways. However, our prior
reports, many studies we reviewed, and some stakeholders we
interviewed found that other characteristics of tax expenditures may not
encourage broad participation because eligible policyholders

« may not be aware of the tax expenditure or their eligibility;
« would face the burden of navigating the complex tax system, which

may result in limited take-up or pressure to hire professionals to help
to navigate the system;

89 Abt Associates in partnership with RSG and Phineas Consulting, Housing Choice Voucher
Administrative Fee Study.
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« would generally need to pay the full premium before they receive the
tax expenditure, which could result in cash flow challenges;* and

« may have lower incomes or may not be required to pay taxes, which
means they may not receive as great of a benefit from nonrefundable
tax credits, tax deductions, and tax-preferred savings vehicles.

Similarly, tax expenditures may have some characteristics that help NFIP
limit administrative costs and others that do not, according to examples
cited in our prior reports, many studies we reviewed, and some
stakeholders we interviewed. We and others have previously stated that,
in concept, using tax expenditures could help limit administrative costs to
taxpayers for certain activities because much of the administrative
infrastructure already exists for the government to collect and remit
money to tax filers via the tax system, as compared to setting up separate
spending programs. Additionally, one study we reviewed said that, in
general, direct IRS access to policyholder income information would help
limit administrative costs for the federal government. However,
implementing a new tax expenditure would still create some additional
burden for IRS in a time of tight budgetary resources. We previously
found that IRS has scaled back activities and staff in response to
declining appropriations, which could potentially reduce program
effectiveness or increase risk to IRS and the federal government.®® We
also previously found that administering complex tax rules can strain IRS’s
ability to serve taxpayers because of the resources needed to modify
related documents and procedures, develop guidance, clarify instructions,
and address noncompliance.?? Further, there may be some administrative

90Some studies we reviewed and a stakeholderwe interviewed suggested thatadvance tax
credits—which aim to help recipients meettheirdailyexpenses byincreasing theirtake -
home pay or reducing the costs they are responsible for—could help address cash flow
challenges associated with tax expenditures, butother studies and stakeholders pointed
out associated trade-offs. Forexample, IRS and Treasury Office of Tax Policy officials
said that—based on their experience with otheradvance tax credits, such as the Patient
Protection and Affordable Care Act advance premium taxcredit—advance tax credits can
increase administrative and compliance costs for IRS and other participating agencies,
complicate eligibilitydeterminations due to possible income fluctuations, and cause
taxpayer confusion.

91GAO, IRS 2016 Budget: IRS Is Scaling Back Activities and Using Budget Flexibilities to
Absorb Funding Cuts, GAO-15-624 (Washington,D.C.: June 24, 2015).

92GAO, Tax Policy: Differences in Definitions and Rulesinthe Tax Code, GAO-14-652R
(Washington,D.C.: July 18, 2014).
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Grants and Loans

costs and inefficiencies associated with interagency collaboration between
FEMA and IRS, according to two stakeholders we interviewed. For
example, regarding potential NFIP tax expenditures, Treasury Office of
Tax Policy officials said that IRS would have to dedicate resources to
administering the program and coordinating with FEMA to set up a data-
sharing agreement and verify nonincome-related information submitted by
policyholders, such as premiums paid.®® We have previously found that the
complex nature of some tax expenditures, such as the mortgage interest and
other real estate deductions, may result in high error rates that create
costs for taxpayers due to forgone revenues and IRS resources spent to
enforce compliance.®*

We have produced a guide for evaluating tax expenditure performance
that could be used if Congress were to decide that tax expenditures are
the most appropriate way to deliver assistance to eligible NFIP
policyholders.® The guide discusses various tax expenditure design issues that
should be considered before implementing a tax expenditure, including the tax
expenditure’s purpose, how the tax expenditure would relate to other
federal programs, consequences for the federal budget, and how the tax
expenditure would be evaluated.

Grants and loans for mitigation may have some characteristics that
support the policy goal of broad NFIP participation and others that may
not, according to examples cited in prior GAO reports, a few studies we
reviewed, and two stakeholders we interviewed. As mentioned previously,
grants and loans could encourage policyholders to mitigate flood risk to
their properties by helping them afford the significant up-front costs of

93If NFIP assistance were provided through tax expenditures determined in partbased on
premiums paid, IRS would need to verify that the amounts of premiums taxpayers claimed
on tax forms correspond to information aboutpremium payments. FEMA currently has
premium paymentdata thatwould be usefulto IRS in verifying premiums paid. To the
extent that flood insurance is also delivered through private insurers and private insurance
premiums are included in tax expenditure calculations, IRS would also need information
aboutpremiums paid toinsurers.

94GAO, Home Mortgage Interest Deduction: Despite Challenges Presented by Complex
Tax Rules, IRS Could Enhance Enforcementand Guidance, GAO-09-769 (Washington,
D.C.: July 29, 2009)and Real Estate Tax Deduction: Taxpayers Face Challengesin
Determining What Qualifies; Better Information Could Improve Compliance, GAO-09-521
(Washington,D.C.: May 13, 2009).

95GAO-13-167SP.
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mitigation, which may otherwise be a barrier.*® Because mitigation would
likely result in significantly lower premiums, which homeowners could be
more willing and able to pay, homeowners might be more likely to
participate in NFIP. However, some characteristics of grants and loans
may discourage broad participation. For example, potentially complex
application processes could discourage eligible policyholders from
applying; eligible policyholders may not be aware of their eligibility or of
the programs; some potentially eligible policyholders may not be able to
meet loan qualification criteria related to repayment, a challenge GAO
has previously reported for Small Business Administration disaster
assistance loans; and loans may not be appealing to some policyholders
if rates are too high or policyholders are debt-averse.®”

Regarding the policy goal of limiting administrative costs, mitigation
grants and loans would likely pose some additional administrative costs
for NFIP. Similar to vouchers, FEMA would need to dedicate resources to
setting up and administering a new grant or loan program or expanding
an existing program to provide the assistance to eligible policyholders.%
Also, loans pose some other administrative costs, such as servicing
outstanding loans and collecting on defaulted loans, among others.

Finally, it is important to remember that the delivery options discussed in
this report are not mutually exclusive and could potentially be used in
combination to address Congress’s priorities for NFIP. For example,
according to two studies we reviewed, NFIP could offer assistance to
policyholders experiencing affordability issues through a combination of

9Grants may encourage broad participation more effectively than loans because grants do not
need to be repaid.

9"GAO, Small Business Administration: Additional Steps Needed to Help Ensure More
Timely Disaster Assistance, GAO-14-760 (Washington,D.C.: Sept. 29, 2014).

%nstead of starting a new grant program, one studywe reviewed said that NFIP should
modify existing disasterrelief grantprograms—including the FEMA Pre-Disaster Mitigation
Program, the FEMA Flood Mitigation Assistance Program,the FEMA Hazard Mitigation
Program,and the HUD CommunityDevelopmentBlock Grant Program —to administer
assistance to eligible homeowners. However, the study also noted that FEMA or HUD
would need to modify these programs to reflectchanged eligibilityand purpose because
the programs maybe oversubscribed, require nonroutine funding processes, experience
challenges providing timelyassistance, or not address affordabilityissues. See National
Research Council ofthe National Academies, Affordability of National Flood Insurance
Program Premiums: Report 1.
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Agency Comments

mitigation loans and vouchers.*® The loans would help policyholders afford
mitigation efforts, reducing premiums in the long term. The vouchers
would help policyholders cover the costs of repaying the loans, and they
could also be used to cover part of the remaining premium costs if they
were still unaffordable.

If Congress were to consider an assistance program to address
affordability issues experienced by NFIP policyholders, a number of policy
decisions would be involved, each of which involves trade-offs and
potentially difficult choices. In particular, decisions would need to be
made to determine which policyholders would be eligible to receive the
assistance, as well as other factors to consider when determining
eligibility—for example, whether the assistance would only be provided to
pre-FIRM principal residences located in high-risk areas. Also, the
amount of assistance would have to be determined. For example, the
assistance could be less than, equal to, or more than the difference
between the subsidized premium rate eligible policyholders would pay
under the current NFIP structure and the full-risk premium rate of the
property. In addition, a decision would need to be made on the type of
assistance (i.e., premium subsidy, mitigation assistance, or both). Further,
decisions would have to be made on which delivery mechanism is most
appropriate for NFIP, how the assistance would be paid for, and by
whom.

We provided a draft of this report to FEMA within the Department of
Homeland Security for its review and comment. We also provided a draft
of this report to HUD and Treasury for technical comment. FEMA and
HUD provided technical comments, which we incorporated as
appropriate.

As agreed with your office, unless you publicly announce the contents of
this report earlier, we plan no further distribution until 30 days from the
report date. At that time, we will send copies of this report to the

99Carolyn Kousky and Howard Kunreuther, “Addressing Affordability in the National Flood
Insurance Program” (working paper2013-12, The Wharton School, Risk Managementand
Decision Processes Center, Universityof Pennsylvania, Philadelphia, PA, 2013)and
Wendy Zhao, Howard Kunreuther, and Jeffrey Czajkowski, “Affordability of the National
Flood Insurance Program: A Case Study of Charleston, South Carolina” (working paper
2015-03, The Wharton School, Risk Managementand Decision Processes Center,
University of Pennsylvania, Philadelphia, PA, 2015).
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appropriate congressional committees and the Secretaries of Homeland
Security, Housing and Urban Development, and the Treasury. In addition,
the report is available at no charge on the GAO website at
http://www.gao.gov.

If you or your staff have any questions about this report, please contact
Alicia Puente Cackley at (202) 512-8678 or cackleya@gao.gov. Contact
points for our Offices of Congressional Relations and Public Affairs may
be found on the last part of this report. GAO staff who made major
contributions to this report are listed in appendix II.

Sincerely yours,

Alicia Puente Cackley
Director, Financial Markets and Community Investment
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Appendix |: Objectives, Scope, and
Methodology

Our objectives in this report were to describe (1) options to target
assistance to National Flood Insurance Program (NFIP) subsidized
policyholders who may experience difficulty paying full-risk rates, (2) the
number of currently subsidized policyholders who might be eligible for
assistance under certain options and the cost of implementing these
options, and (3) potential delivery mechanisms for providing assistance to
eligible policyholders. For purposes of this report, we made the following
assumptions:

e Only current NFIP policyholders who pay subsidized premium rates
established by the Homeowner Flood Insurance Affordability Act of
2014 (HFIAA) for their primary residences located in high-risk
locations known as Special Flood Hazard Areas (SFHA) would be
potentially eligible for assistance."

« The starting point for premiums, before the provision of any
assistance, would be a full-risk premium .2

o The maximum amount of the subsidy provided to those policyholders
deemed eligible for assistance under the identified eligibility options
would be the difference between the full-risk premium and the
subsidized premium charged under the current NFIP structure.

"The Biggert-Waters Flood Insurance Reform Act of 2012 (Biggert-Waters Act), enacted in
July 2012, required the Federal EmergencyManagementAgency (FEMA) to eliminate or
phaseoutalmostall subsidized insurance premiums. As mandated by the Biggert-Waters
Act, on October 1,2013, FEMA began prohibiting subsidies from being passed to new
property owners and removed subsidiesifinsurance coverage lapsed as aresultofthe
policyholders’ deliberate choice.Pub.L. No. 112-141,tit. Il, § 100205(a)(1)(B), 126 Stat.
405, 917.However, HFIAA, enacted in March 2014, reinstated subsidies to these types of
policies,which are for primaryresidences.Pub.L. No. 113-89, § 3(a)(1), 128 Stat. 1020,
1021.In addition, the Biggert-Waters Act and HFIAA require that subsidies forthese types
of policies be phased outat a slowerrate than other subsidized properties. As a result,we
focused on NFIP policyholders who own currentlysubsidized primaryresidences because
they would likely experience the largestrate increases as the subsidies are phased out.
Also, we focused on subsidized properties thatare located in SFHAs because theyare
generallyrequired to purchase flood insurance.

20ur assumptions are consistentwith priorrecommendations that NFIP rates accurately
reflect flood risk. See GAO, Flood Insurance: FEMA’s Rate-Setting Process Warrants
Attention, GAO-09-12 (Washington,D.C.: Oct. 31, 2008).
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Appendix|: Objectives, Scope, and
Methodology

|dentifying Targeting
Options and Delivery
Mechanisms

To identify options for targeting assistance to policyholders who may
experience difficulty paying full-risk rates and to identify potential
mechanisms for delivering that assistance, we reviewed our prior related
reports and analyzed relevant laws. We also conducted a literature review
using the Proquest database and Internet searches using search terms
such as “flood insurance,” “means test,” “ability to pay,” and “eligibility” for
identifying reports that discuss options for targeting federal assistance.
We reviewed 53 reports and determined 11 to be relevant by reviewing
abstracts of the literature we found. Similarly, we conducted a literature
review using the Proquest database using search terms such as
“delivery,” “assistance,” “loan,” “voucher,” “grant,” and “discount” for
identifying reports that discuss mechanisms used to deliver assistance.
We reviewed 70 reports and identified 23 to be relevant by reviewing
abstracts of the literature we found. In addition, we interviewed officials
from the Federal Emergency Management Agency (FEMA), Department
of Housing and Urban Development (HUD), the Department of the
Treasury’s (Treasury) Federal Insurance Office (FIO), Florida Office of
Insurance Regulation, Louisiana Department of Insurance, and New
Jersey Department of Banking and Insurance and representatives from
18 organizations with flood insurance knowledge to obtain input on (1)
options that could be used to target assistance for NFIP; (2) different
mechanisms that other federal programs have used to deliver assistance
and the extent to which they could be used to deliver assistance in NFIP;
and (3) to the extent possible, any benefits and challenges of using these
options and delivery mechanisms.? To select the organizations to
interview, we reviewed lists compiled for prior GAO reports on NFIP,
identified organizations that have testified before Congress on the
affordability of NFIP premiums, identified organizations through our
literature review, and obtained recommendations from those we
interviewed. We interviewed officials at the following 18 organizations:

”

o Allstate Insurance Company
« American Academy of Actuaries
« Association of State Floodplain Managers, Inc.

3We selected these three insurance state regulators because (1)they represented the states
with the mostsubsidized policies as of September30,2013; (2) the states were
represented in the Congressional Home Protection Caucusformedin May 2013, which
was tasked with making flood ins urance affordable; and (3) the National Association of
Insurance Commissioners identified them as those with the mostrelevantexperience with
NFIP.
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Center for Economic Justice

Consumer Federation of America

Independent Insurance Agents and Brokers of America
Insurance Information Institute

Joint Center for Housing Studies of Harvard University
National Academy of Sciences

National Association of Insurance Commissioners
National Association of Mutual Insurance Companies
National Association of Realtors

Property Casualty Insurers Association of America
RAND Corporation

SmartSafer.org

USAA General Indemnity Company

Risk Management and Decision Processes Center at the Wharton
School of the University of Pennsylvania

« Wright National Flood Insurance Company

On the basis of our literature review and interviews, we identified three
general options that could potentially be used to target assistance to NFIP
policyholders who may experience difficulty paying full-risk rates: means
testing based on the income level of policyholders or local geographic
areas, setting premium caps based on a percentage of total insurance
coverage, and basing assistance on the cost of mitigating the risk of
damage to a home. We also identified four types of mechanisms that
could potentially be used to deliver assistance: discounted rates,
vouchers, tax expenditures, and loans and grants for flood risk mitigation.

A generally recognized definition of affordability does not currently exist
for flood insurance; as a result, we interviewed representatives from HUD,
FIO, the Florida Office of Insurance Regulation, Louisiana Department of
Insurance, New Jersey Department of Banking and Insurance,
Independent Community Bankers of America, and the Mortgage Bankers
Association to determine potential ways affordability could be defined as it
relates to flood insurance.* Further, to obtain information on benefits and
challenges of obtaining tax data from the Internal Revenue Service (IRS)
and the implications certain delivery mechanisms may have for the tax

4We selected HUD because it has done extensive work related to housing affordability, which
could inform how affordability could be defined as it relates to flood insurance. Similarly,
we interviewed the Independent CommunityBankers of America and Mortgage Bankers
Associationtolearn how lenders determined affordabilityas it relates to home buying.
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system, we contacted representatives of Treasury’s Office of Tax Policy
and IRS.

lllustration of the Effects of
Certain Targeting Options

To address our second objective, we used NFIP’s policy data to identify
policies for primary residences that would continue to receive subsidized
premium rates as set by HFIAA. We analyzed data from NFIP’s policy
database as of September 30, 2013. We applied the same algorithm that
FEMA used to determine which policies were subsidized before
enactment of the Biggert-Waters Flood Insurance Reform Act of 2012
(Biggert-Waters Act), and we applied FEMA'’s interpretation of the
provision in the Biggert-Waters Act that eliminated subsidies and the
provisions in HFIAA that restored subsidies. We further narrowed our
analysis to subsidized policyholders located in SFHAs because the
purchase of flood insurance is mandatory for properties in these areas
that are secured by mortgages from federally regulated lenders. We
assessed the reliability of the policy data by gathering and analyzing
available information about how the data were created and maintained,
and we performed electronic tests of required data elements. We
determined that the data were sufficiently reliable for the purpose of
determining the number of subsidized policies and the associated
premiums. We did not use more recent data because in December 2014
we identified a number of discrepancies in NFIP’s fiscal year 2014 data
and determined them to be not sufficiently reliable.® We had begun our
analysis before FEMA addressed those discrepancies. To determine the overall
number of policyholders and how many of those are subsidized, we used
data as of May 2015, which we deemed sufficiently reliable for our
purposes based on gathering and analyzing available information about
how the data were created and maintained, and we performed electronic
tests of required data elements.

55ee GAO, Flood Insurance: Forgone Premiums CannotBe Measured and FEMA Should
Validate and Monitor Data System Change, GAO-15-111 (Washington,D.C.:Dec. 11,
2014).We recommended that FEMA institute internal controls, such as testinga sample
of policies, to validate that the data system contractorfully implemented changes and edit
checks before program changes become effective. In March 2015, FEMA addressed this
recommendation byinstituting the use of a new procedure manual, including a testing
plan, for data system programming changes required to implement NFIP rate and rule
changes. Accordingto FEMA, the contractor conducted sample testing ofthe April 2015
program changes and plansto conducta comprehensive validation.
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To estimate the number of currently subsidized policyholders that might
be eligible for assistance under certain means-tested options, we
attempted to obtain income information for these policyholders. Because
FEMA does not collect income information for its NFIP policyholders, we
attempted to obtain income data from IRS for subsidized policyholders as
of September 30, 2013. We were unable to obtain access to IRS tax
return data, which under section 6103 of the Internal Revenue Code,
must be kept confidential and may not be disclosed, except as specifically
authorized by law. We also attempted to obtain household income and
other related data from a third-party vendor, including wealth, household
size, and home value. To do this, we used prior GAO work on information
resellers to identify and conduct market research with selected
companies.® We spoke with officials at three information resellers and
gathered documentation on data modeling, coverage, match rate, and
other relevant information to assess the accuracy and reliability of their
data. We determined the data lacked sufficient precision and therefore
found these data not to be reliable for purposes of estimating income and
other homeowner and property characteristics of NFIP subsidized
policies.

Because we were unable to obtain income information at the individual
policyholder level, we used income data from the American Community
Survey (ACS), a continuous survey of households conducted by the U.S.
Census Bureau. Specifically, we used 5-year data from the 2009 through
2013 ACS for the 50 states, the District of Columbia, and Puerto Rico to
estimate the number of subsidized policyholders who would likely receive
assistance under the means-tested options we identified.” We analyzed
income levels of households and owner-occupied households (tables B19013 for
household median income and table B25118 for owner-occupied household
income distribution) obtained from ACS to provide a rough estimate of the
income for subsidized policyholders in SFHAs.® To examine the reliability of

8See GAO, Information Resellers: Consumer Privacy Framework Needs to Reflect Changes in
Technology and the Marketplace, GAO-13-663 (Washington, D.C.: Sept. 25,2013).

"The 2009 through 2013 ACS 5-year estimates are based on multiyear period estimates for
the years 2009 through 2013 and should notbe interpreted as estimates forany particular
year in that period.

8We used the distribution of homeownerincome ratherthan mortgage-holderincome
because approximately 10 percent of policyholders reside in tracts with few to no
mortgages. Additionally, we found that the estimates for the distribution ofhomeowner
income atthe county level were more precise (lessvariable) than thos e formortgage
holders.
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Estimation of Eligible
Policyholders Based on
Individuals’ Financial Need

ACS data, we reviewed testing and documentation for a prior GAO report using
much of the same data, including information from interviews with Census
Bureau officials and experts.® We also examined ACS technical
documentation and conducted electronic testing and logic checks. As a
result of our testing and reviews of related documentation, we determined
the data were sufficiently reliable for our analyses.

To develop possible thresholds for estimating the number of policyholders
who might be eligible for assistance under the means-tested approaches,
we reviewed documentation on the income limits used for various federal
housing programs. These thresholds are expressed as a percentage of
the area median income (AMI) for the county or metropolitan area in
which an individual lives, and they range from 30 percent through 140
percent of AMI. Because HUD defines low-income households as those
with income at or below 80 percent, we used this percentage as the
lowest threshold when we conducted our analysis on the effect of
implementing the means-tested approaches. We also illustrated the
potential effect of using 115 percent and 140 percent of AMI, which are
used in other government programs, as thresholds.

We used ACS data on the distribution of homeowner income at the
county level to generate estimates of how many policyholders might be
eligible for subsidies using different thresholds of the HUD AML™ Our
estimation of eligible policyholders based on individuals’ financial needis based
on the assumption that the distribution of household income among SFHA
policyholders is similar to that of the distribution of household income
among all homeowners in each county.™ To conduct the analysis, we used
county-level data to generate estimates of the number of subsidized

%In our 2013 report, we analyzed 2007 through 2011 ACS 5-year data as an indicator of income
levels of owners of remaining subsidized properties. GAO, Flood Insurance: More Information
Needed on Subsidized Properties, GAO-13-607 (Washington, D.C.: July 3, 2013).

10Althoug,h we recognize that the income distribution of policyholders and owners might be more
similaratthe tract than the county level, we conducted this analysis atthe county level
rather than the tract level because initial data reliabilityestimates suggested thatthe
categorical distribution ofincome was less reliable atthe tract level than the county level.

"The distribution of income among homeowners is likely to differ from thatamong subsidized
policyholders. Nevertheless, this simplifying assumption is useful forillustrating the
potential effect on the number of subsidized policyholders ofimplementing a means -tested
approach that considersindividuals’ financial need in the absence of more targeted
information such as tax data.
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policyholders residing in areas with estimated income below the HUD AMI
thresholds.'? Specifically, based on household income distribution, we
estimated the proportion of homeowners with incomes above or below cut
points based on the income distribution categories in the ACS data. We
then applied the estimated proportion above and below the HUD AMI
thresholds to the number of policyholders in our data to generate an
estimate of the proportion that would be subsidized using a test of
individuals’ financial need."

We used two different approaches to illustrate the sensitivity of our
estimates. We first followed ACS technical guidance to generate 95
percent confidence intervals around the proportions of residents in each
income category, and we tested these bounds against the HUD AMI or
threshold. This method produced relatively narrow confidence bounds
that depended heavily on the assumption that the distribution of
policyholder and homeowner income was similar at the county level.
Given that we do not have information on the accuracy of this

12AMT s based on the metropolitan area, metropolitan subareas, or nonmetropolitan county.
Because of the way in which AMI is defined in New England, there could conceivably be
more than one HUD AMI percounty. Accordinglyin New England, we have selected the
highestHUD AMI in the county as the county value, as a conservative approach to
ensuring thatthe greatestnumber ofindividuals falls underthe HUD AMI in ourestimate.
Also, we excluded from our analysis 171 policyholders with addresses thatcould notbe
geocoded, ormapped to a tract or county for ACS data.

B\We first dichotomized the income distribution to calculate the estimated proportion of
homeowners with household incomes below and above the ACS category cut points (e.g.,
above and below $25,000; above and below $35,000;above and below $50,000; etc.).
We then calculated the estimated proportion ofhomeowners living in households with
incomes below the HUD threshold. Forexample, if the HUD threshold was $50,000, we
took the proportion of homeowners in the county with income below $50,000 and applied
that proportion to the number of SFHA policyholders to estimate the number of SFHA
policyholders in thatcounty with incomes below the threshold. If the HUD threshold fellin
the middle ofa dichotomous category, we took all within the category (that s, if the closest
original categorywas $25,000 to $35,000,and the HUD threshold was $30,000, we took
the estimated proportion ofhomeowners withincome below $35,000 to generate our
estimate ofthe count of SFHA policyholders “likely’ needing subsidies). Assuming the
actualincome distribution of policyholders matched thatof homeowners in the county,
treating the full populationinanincome category as if it were below the AMI threshold,
even whenthe AMI falls inthe middle ofthe threshold, would have the potential to
overstate the numberofpolicyholders eligible for subsidies ata given threshold. Our
sensitivitytests examining the effect of shifts in the income distribution address this
potential errorby using the next closest,lowerincome categoryto estimate the lower
range of the number eligible. Shifting the income distribution down one categoryis
consistentwith assuming thateveryone in the original categoryearned above the HUD
threshold.
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Financial Characteristics of a
Local Geographic Area

assumption, we instead present the results from an alternative sensitivity
test that allows for less correspondence between the homeowner and
policyholder income distributions. This second sensitivity test illustrates
the effect of shifting the income distribution within each county up or down
a category, and provides a better, if still imperfect, sense of the
uncertainty inherent in our estimates given that we lack information on
individual policyholders’ incomes. Despite these tests, we cannot be sure
that there are not systematic differences in the income distribution of
policyholders compared to homeowners in general at the county level that
would not be captured by such testing.™

To estimate the number of eligible policyholders based on financial
characteristics of a local geographic area, we used the same HUD AMI
thresholds as in our estimates based on individuals’ financial need.
However, unlike the analysis for the means-tested approach that
considers individuals’ financial need, the estimation of eligible
policyholders based on the financial characteristics of a local geographic
area is based on the median household income of an entire local
geographic area, the census tract. As such, it estimates the number of
subsidized policyholders likely eligible for assistance using a “community”
threshold test, in which the census tract median household income is
compared to the HUD AMI. To conduct the analysis, we used tract-level
data to test the estimated median income of each census tract against the
relevant HUD AMI threshold, and we assumed that all policyholders living
in tracts with estimated median incomes below the threshold would
receive subsidies. To illustrate uncertainty in our estimates, we also
tested the upper and lower bounds of the 95 percent confidence interval
for the tract-level estimate of median homeowner income against the
HUD AMI or threshold.

To illustrate potential consequences of using a community threshold test,
we identified tracts where policyholders comprised a relatively large
proportion of the estimated number of homeowners in the tract and that
would be subsidized using the HUD AM as the threshold. We use the
threshold of 115 percent of HUD AMI to identify tracts eligible for subsidy

4We also approximated 95 percent confidence intervals around the estimate ofmedianincome
for each geographicunitusing the variance and estimation procedures described in the
ACS guidance. See U.S. Census Bureau, “A Compass for Understanding and Using
American CommunitySurvey Data: What General Data Users Need to Know,” October
2008.
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Estimation of Eligible
Policyholders under the
Capped Premium Option

Estimation of Eligible
Policyholders Based on the
Cost of Mitigation

under the local geographic area approach, as it is the middle of the three
thresholds we testin our main analysis. We limited our analysis to tracts
with 50 or more policies and with fairly precise estimates of homeowner
income." We then identified those tracts where either the estimated home
value was relatively high, or the estimate of the proportion of homeowners
with high incomes was relatively large.'® From the tracts we identified, we
selected examples that represented extreme values; while these tracts
are not typical of tracts that would be subsidized under a community
approach, they demonstrate that as a targeting mechanism, the
community approach could have unintended consequences.

We were unable to estimate the number of subsidized policyholders who
would likely be eligible for assistance under the capped premium option
because implementing it would require information on the full-risk
premium rates of currently subsidized policies, which FEMA does not
calculate. Instead, we estimated the number of subsidized policyholders
that paid less than various thresholds, as of September 30, 2013. To
identify a range of thresholds that could be used to develop estimates
under the premium capped option, we used 1 percent as the lower
threshold because HFIAA states that FEMA should strive to minimize the
number of policies with annual premiums that exceed 1 percent of the
total coverage. We also assessed the effect of increasing the threshold by
1 percent increments up to 5 percent. We compiled information on the
amount of insurance coverage (both building and content coverage) and
the premium cost associated with subsidized policies from the NFIP
policy database. Specifically, we compared a range of percentages, from
1 percent to 5 percent, of total insurance coverage to the total subsidized
premium and determined how many subsidized policyholders paid above
and below each percentage limit.

We were unable to illustrate the effect of targeting assistance based on
the cost of mitigating the primary residence of subsidized policyholders
because data to determine this cost were not available. To determine the

SWe included only those tracts with a coefficientof variation, a measure thatcompares the
size of the estimate toits standard error, of 25 percentor less.

6We based our definitions of “high income” on the highest income category available in the
data (i.e., above $150,000). We base ourdefinition of low income” on the lowestincome
category (i.e., below $25,000) for which tracts would be considered eligible fora subsidy
using the lowestHUD AMI of $16,400. We based our definition of high property value on
the loan limitfor conforming loans.
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Estimating the Cost of
Assistance

cost of mitigating the risk of damage to a property, information on its
elevation—that is, the difference between the lowest elevation of the
property relative to its base flood elevation—is needed, but FEMA does
not currently collect this information for properties that pay subsidized
rates.

To estimate the potential cost of implementing these options, we
attempted to estimate the full-risk rate of subsidized properties by
constructing information about flood risk that is not available in NFIP’s
database. We attempted to calculate some flood risk information (i.e.,
elevation information) for subsidized properties located in North Carolina
by obtaining two key elements: lowest floor elevation and base flood
elevation—that is, the flood level relative to mean sea level at which there
is a 1 percent or greater chance of flooding in a given year. We selected
North Carolina because it is one of the only states that have collected
elevation data in high-risk flood zones, which is necessary to determine
the full-risk premium rates. Specifically, we obtained Light Detection and
Ranging (LIDAR) data from the North Carolina Floodplain Mapping
Program to determine if we could estimate the lowest floor elevation level
of subsidized properties in the state. We also analyzed data from FEMA’s
National Flood Hazard Layer database to determine if we could estimate
the base flood elevation of these subsidized properties. However, both
sources lacked the precision needed for purposes of our analysis.

« LIDAR. While NFIP defines elevation difference as the difference
between lowest occupied floor elevation and base flood elevation,
North Carolina’s LIDAR data measures first floor elevation, which is
inconsistent with NFIP’s measure for lowest floor elevation. According
to North Carolina officials, its LIDAR does not measure the lowest
floor elevation because it is measured from the outside of the
structure to the bottom of the front door. Without measuring from the
inside of the structure, North Carolina’s LIDAR data do not take into
account a precise measurement of the lowest floor. For example, the
bottom of the front door may be higher than the bottom of the lowest
occupied floor, such as a furnished basement.

« FEMA's National Flood Hazard Layer. FEMA’'s National Flood
Hazard Layer data lack precision to correctly align the data to a
property.’” The data are a geospatial file that shows the base flood elevations

""The National Flood Hazard Layer is a digital database thatcontains flood hazard
mapping data from NFIP.
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of areas, among other things. However, it simply shows them as lines on
a map, which cannot be used to determine the base flood elevation
for a particular building unless the building is intersected by the line.
For all other buildings, base flood elevation would have to be
estimated using the closest elevation lines. For example, if a building
were located halfway between a 100 foot line and a 110 foot line, a
base flood elevation of 105 feet could be estimated for the building.
However, this estimate is not precise enough for purposes of our
analysis.

Due to the unavailability of accurate estimates for lowest floor elevation
and base flood elevation to calculate full-risk rate, we were unable to
estimate with any precision the potential cost of implementing certain
options we identified for targeting assistance to policyholders who may
experience difficulty paying full-risk rates. However, we developed a
rough estimate of the cost by multiplying the estimated percentage of
subsidized policyholders likely to be eligible for assistance under the
various options and thresholds and estimates on forgone premium net of
expenses we had previously developed. Specifically, in our December
2014 report on forgone premiums for subsidized policies, we noted
several limitations to using these statements to produce our estimates."®
We presented three separate estimates: (1) FEMA’s statement about the impact
of eliminating subsidies on aggregate premiums, (2) the percentage of
long-term expected losses covered by subsidized premiums, and (3) the
percentage of long-term expected losses covered by subsidized
premiums to estimate forgone premiums for only the policies that
remained subsidized after HFIAA. The estimated total subsidy cost of
implementing certain targeting options is based on the estimated lowest
and highest forgone premium net of expenses in 2013 across the three
estimates calculated in our 2014 report. We applied the range to the
targeting options described earlier in this report. Specifically, we applied
the cost range ($575 million to $1.8 billion) to the various targeting
options and their ranges of percentage of eligible policyholders. This cost
estimate assumes that the difference between what subsidized
policyholders would pay if they were charged full-risk rates and the
subsidized rates they paid in 2013 are the same for all subsidized
policyholders. Also, this estimated subsidy cost does not take into
account the cost associated with implementing the selected targeting
option. In addition to the limitations on the eligibility estimates discussed

8GAO-15-111.
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in this report, our 2014 report discusses potential constraints on our cost
estimates.'®

We conducted this performance audit from July 2014 to February 2016 in
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

®In our December2014 report, we used policy data from 2002 through 2013 to determine
the numberand associated premiums ofthe subsidized policiesand applied FEMA's
published statements describing the size of the subsidies and expensesto estimate
forgone premiums and forgone premiums netofprogram expenses. FEMA officials stated
that their statements aboutthe size of the subsidyshould notbe considered definitive or
precise.However,because FEMA officials said thatthese statements were the only
information available on the size of the subsidy,we used them in three different
calculations to estimate forgone premiums, added caveats to our estimates, and noted the
limitations ofusing them.See GAO-15-111.
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Data Tables

Data Table for Figure 2: Number of Estimated Subsidized Flood Insurance Policies
by State, as of September 2013

(250789)

State name Total policies
Alabama 5135
Alaska 296
Arizona 4560
Arkansas 4622
California 50018
Colorado 3205
Connecticut 10667
Delaware 1523
Districtof Columbia 49
Florida 102193
Georgia 10255
Hawaii 3533
Idaho 1030
lllinois 16768
Indiana 11212
lowa 4455
Kansas 3934
Kentucky 7675
Louisiana 60692
Maine 1319
Maryland 6128
Massachusetts 13104
Michigan 9749
Minnesota 2295
Mississippi 6677
Missouri 6029
Montana 1171
Nebraska 3909
Nevada 982
New Hampshire 1689
New Jersey 41259
New Mexico 3976
New York 39897
North Carolina 7676
North Dakota 1324
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State name Total policies
Ohio 13816
Oklahoma 4294
Oregon 5693
Pennsylvania 21370
Puerto Rico 19022
Rhode Island 3665
South Carolina 10444
South Dakota 974
Tennessee 4471
Texas 40805
Utah 351
Vermont 1094
Virginia 11318
Washington 8975
West Virginia 8059
Wisconsin 4912
Wyoming 598

Data Table for Figure 3: Estimated Number of Subsidized Flood Insurance Policies
That Would Likely Be Eligible for Assistance at 80 Percent of Area Median Income,
by State, as of September 2013

senslo_minbelowHUD dist_estbelowHUD senshi_maxbelowHUD

statename 80 80 80
Alabama 1425 2270 3397
Alaska 71 135 201
Arizona 1227 1942 2926
Arkansas 1213 2039 3141
California 12629 20296 29281
Colorado 867 1517 2153
Connecticut 3325 5031 7163
Delaware 416 689 1000
Districtof 16 23 33
Columbia

Florida 30900 47552 67905
Georgia 2711 4527 6807
Hawaii 772 1395 2033
Idaho 270 481 765
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senslo_minbelowHUD dist_estbelowHUD senshi_maxbelowHUD

statename 80 80 80
lllinois 4916 8254 11355
Indiana 3290 5522 8034
lowa 1368 2394 3418
Kansas 1135 2010 2970
Kentucky 2082 3499 5225
Louisiana 17951 27786 39817
Maine 427 706 990
Maryland 1628 2781 4053
Massachusett 4874 7104 10070
s

Michigan 3443 5443 7338
Minnesota 619 1121 1655
Mississippi 1842 3071 4572
Missouri 1837 3122 4421
Montana 330 572 882
Nebraska 1034 1869 2873
Nevada 292 529 755
New 549 892 1269
Hampshire

NewdJersey 11190 18336 25137
New Mexico 1493 2328 3130
New York 12160 18809 27379
North 2279 3881 5673
Carolina

North Dakota 351 660 994
Ohio 3962 6684 9721
Oklahoma 1132 1860 2888
Oregon 1546 2631 3971
Pennsylvania 6425 10592 15049
Puerto Rico 0 9318 12641
Rhodelsland 890 1616 2301
South 2675 4352 6509
Carolina

South Dakota 262 497 757
Tennessee 1111 1860 2904
Texas 11627 19094 26508
Utah 90 169 249
Vermont 330 572 810

Page 63 GAO-16-190 Flood Insurance



Appendixlll: Accessible Data

senslo_minbelowHUD dist_estbelowHUD senshi_maxbelowHUD

statename 80 80 80
Virginia 3375 5925 8332
Washington 2477 4325 6243
West Virginia 2474 4096 6036
Wisconsin 1471 2589 3661
Wyoming 151 286 427

Data Table for Figure 4: Estimated Number of Subsidized Flood Insurance Policies
That Would Likely Be Eligible for Assistance at 115 Percent of Area Median Income,
by State, as of September2013

senslo_minbelowHUD dist_estbelowHUD1 senshi_maxbelowHUD

statename 115 15 115
Alabama 2142 3264 4159
Alaska 126 196 271
Arizona 1896 2879 3594
Arkansas 1861 2936 3848
California 19686 28952 41135
Colorado 1525 2194 2895
Connecticut 5351 7653 10453
Delaware 666 974 1267
Districtof 22 32 49
Columbia

Florida 44709 65357 80108
Georgia 4197 6438 8340
Hawaii 1281 1919 2814
Idaho 429 712 915
lllinois 7634 10787 14172
Indiana 4343 7053 9080
lowa 1952 3015 3922
Kansas 1600 2603 3414
Kentucky 3146 4860 6348
Louisiana 24055 36331 46336
Maine 664 948 1189
Maryland 2637 3895 5302
!(\/Iassachuset 6913 9866 12839
S

Michigan 4210 6358 7983
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senslo_minbelowHUD

dist_estbelowHUD1

senshi_maxbelowHUD

statename 115 15 115
Minnesota 1024 1555 2051
Mississippi 2822 4296 5562
Missouri 2928 4216 5407
Montana 495 807 1047
Nebraska 1650 2658 3475
Nevada 404 644 852
New 871 1266 1613
Hampshire

New Jersey 21173 29651 39312
New Mexico 1781 2714 3394
New York 16555 25349 35232
North 3290 5133 6589
Carolina

North Dakota 548 879 1179
Ohio 6008 9085 11684
Oklahoma 1747 2763 3500
Oregon 2475 3798 4924
Pennsylvania 9600 14166 18127
Puerto Rico 5305 11092 14664
Rhodelsland 1623 2347 3223
South 4158 6285 8026
Carolina

South 379 643 867
Dakota

Tennessee 1733 2775 3574
Texas 18200 25578 33460
Utah 159 237 316
Vermont 501 749 967
Virginia 5280 7714 10328
Washington 4048 5958 7795
West Virginia 3749 5672 7105
Wisconsin 2362 3450 4423
Wyoming 252 390 541
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Data Table for Figure 5: Estimated Number of Subsidized Flood Insurance Policies
That Would Likely Be Eligible for Assistance at 140 Percent of Area Median Income,

by State, as of September 2013

senslo_minbelowHUD dist_estbelowHUD1 senshi_maxbelowHUD

statename 140 40 140
Alabama 2802 3819 4666
Alaska 166 244 294
Arizona 2536 3350 4115
Arkansas 2367 3386 4217
California 23784 34034 46976
Colorado 1798 2489 3098
Connecticut 8120 9505 10667
Delaware 921 1214 1471
District of 49 49 49
Columbia

Florida 59566 75540 90554
Georgia 4931 6990 8871
Hawaii 1857 2748 3500
Idaho 557 800 988
lllinois 10039 13413 16472
Indiana 6566 8651 10596
lowa 2777 3671 4361
Kansas 2165 3016 3767
Kentucky 4140 5663 7075
Louisiana 34038 44240 54969
Maine 796 1070 1263
Maryland 3742 4988 6038
![Vlassachuset 7225 10215 13044
S

Michigan 5903 7592 9158
Minnesota 1396 1888 2271
Mississippi 3635 4924 6128
Missouri 3191 4428 5538
Montana 588 875 1104
Nebraska 2340 3156 3836
Nevada 527 742 938
New 947 1339 1655
Hampshire

New Jersey 22426 31294 40418
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senslo_minbelowHUD

dist_estbelowHUD1 senshi_maxbelowHUD

statename 140 40 140
New Mexico 2251 3014 3709
New York 19695 28040 38066
North 4152 5801 7153
Carolina

North Dakota 779 1078 1306
Ohio 7595 10226 12751
Oklahoma 2387 3219 3974
Oregon 3074 4258 5280
Pennsylvania 11837 16128 19981
Puerto Rico 9904 13733 17127
Rhodelsland 1773 2575 3401
South 5618 7373 9266
Carolina

South 541 762 953
Dakota

Tennessee 2367 3261 4054
Texas 20628 27806 35421
Utah 182 252 327
Vermont 630 849 1043
Virginia 7266 9644 11137
Washington 5013 6854 8594
West Virginia 4404 6168 7503
Wisconsin 2745 3738 4647
Wyoming 327 472 584
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