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Property owners who are released from the federal requirement to carry flood insurance often are not adequately informed of their continuing flood risk nor of their full range of flood insurance options, including low-cost Preferred Risk Policies.  Yet flood insurance can mean the difference between recovery and ruin in areas that are susceptible to flooding, such as communities that are protected by levees.  By conducting flood insurance outreach and levee risk awareness, local flood authorities can better protect property owners and their community from the harm of a potential flood disaster.

This case study examines the Sacramento Area Flood Control Agency’s (SAFCA’s) successful efforts to retain flood insurance policies among property owners for whom flood insurance has become a choice rather than a requirement.  SAFCA is the local government agency responsible for protecting the Sacramento region from flooding.

Sacramento:  A City Protected, a City at Risk

Sacramento is a densely-populated region which encompasses the State Capitol and two volatile rivers.  It is a city with a long history of flooding, a city protected by levees and a city that continues to face one of the highest levels of flood risk in the US. 

Over the last 20 years, improvements to regional flood controls have resulted in the release of nearly 100,000 Sacramento property owners from the federal requirement to carry flood insurance.  Despite these improvements, state and local flood control officials—including SAFCA, the City of Sacramento, Sacramento County and the State of California Department of Water Resources—urge Sacramento property owners to maintain their flood insurance protection.  

Most major levees, including Sacramento’s, have one thing in common:  they are built to provide a specific level of flood protection.  But powerful storms can overwhelm flood control systems, causing levees to fail or be overtopped.  Where the failure is severe, the result is often catastrophic flooding that can financially ruin individuals and communities caught in the deluge.

In 2005, six months prior to Hurricanes Rita and Katrina, SAFCA initiated a flood insurance outreach campaign to correspond with the issuance of revised Flood Insurance Rate Maps for the American River floodplain.  The program targeted 50,000 property owners who, as a result of improvements to regional levees, would soon be released from the federal flood insurance requirement.  In February 2007, SAFCA conducted a second outreach campaign to correspond with a second map revision.  This campaign targeted 23,000 property owners in the South Area floodplain who, in most cases, would soon decide for themselves whether to carry flood insurance.  

SAFCA’s outreach initiative had three primary goals:  (1) Alert property owners to the risk of a potential levee failure in their community; (2) Urge property owners to take responsibility for this risk by maintaining flood insurance protection; and (3) Encourage property owners who have been released from the Federal flood insurance requirement to apply with their insurance agent for a low-cost Preferred Risk flood insurance policy.
 In addition, SAFCA used outreach to urge stakeholders, such as insurers and lenders, to engage more actively in Sacramento’s policy retention efforts.  

While SAFCA awaits the results of the 2007 campaign, federal data shows the 2005 effort helped retain policies that many property owners would otherwise have cancelled.  Today, about 70% of the property owners released in 2005 from the federal requirement voluntarily maintain their flood insurance coverage.  Further, nearly 50% of those who continue to carry flood insurance have converted to a low-cost Preferred Risk Policy (PRP).  In the American River floodplain, SAFCA estimates aggregate PRP premium savings at more than $3 million each year.  It reasons that much of this money is spent locally; generating sales and sales tax revenue. 
By contrast, in 2002, FEMA lost more than 42,000 NFIP policies in Southern California, where renovations to the Los Angeles River channel resulted in the removal of large sections of southern L.A. County from the federal flood insurance mandate.
  On a smaller scale, 10,000 of 16,000 North Sacramento property owners who were removed from the requirement in 1998 had, by the year 2000, cancelled their flood insurance despite a flood risk that continues to this day.  Localities did not aggressively pursue policy retention in either case.

Retention helps protect individuals and their community from the fiscal harm of a flood event.  This case study and the accompanying tool kit are designed to assist local flood authorities in this endeavor.  However, as authorities consider adapting the tool kit templates to their local efforts, they might keep the following Sacramento lessons in mind:  

· Preferred Risk Policies can provide flood authorities with a long-term retention tool.  Property owners who purchase low-cost PRPs are more likely to maintain flood insurance over time than property owners who voluntarily carry more-costly Standard policies; and

· To be effective, outreach should coincide with the community’s release from the federal flood insurance requirement.  It is far more difficult to persuade property owners who already have cancelled their flood insurance to purchase a flood insurance policy than it is to persuade property owners who currently carry Standard flood insurance to maintain coverage with a cost-saving Preferred Risk Policy.

An Overview of the SAFCA Campaigns    

SAFCA’s 2005 and 2007 campaigns ran for six months.  They began in November, three months prior to what in both instances was a February release from the federal flood insurance requirement, and concluded in April.  SAFCA implemented both campaigns in five phases.

Phase 1:  Insurance Agent Outreach    

After conducting focus groups with local insurance agents, SAFCA learned that many agents view flood insurance as a secondary product.  Agents make only modest commissions on the sale of National Flood Insurance Program (NFIP) policies and often opt to spend time pursuing more lucrative lines of business.  However, agents are at the forefront of all major flood insurance changes, and their cooperation is essential to retaining flood insurance policies in communities that will be released from the federal requirement.  

Thus, to initiate its outreach campaign, SAFCA prepared and sent a direct mail packet to the approximately 3,000 agents who service the Sacramento region.  SAFCA obtained a list of these agents from the California State of Department of Insurance.  Next, SAFCA teamed with the NFIP’s regional office to offer agents two free flood insurance training seminars. Approximately 100 agents attended each event, with agents receiving three continuing education credits for completing the seminar.  Finally, with the help of the NFIP, SAFCA identified the major insurers—called Write Your Own companies
—that sell flood insurance in the Sacramento area and both phoned and wrote the insurers, asking their help in alerting local agents to flood insurance changes that were likely to affect their business.  

To agents and to the Write Your Owns, SAFCA repeatedly made the point:  Property owners in the affected floodplains soon will not have to carry flood insurance.  If they drop their policy, agents will loose their annual commission.  However, property owners are more likely to maintain voluntarily their flood insurance if they can buy it for less money.  By offering clients a low-cost Preferred Risk Policy, agents can both protect their own commission and encourage clients to protect their property against flooding.  

Agent Mailer:  In January, SAFCA sent a direct mail packet to approximately 3,000 Sacramento-area insurance agents.  With the packets, SAFCA sought to encourage agents to initiate contact with clients, alerting clients to the ongoing flood risk in their community and offering to apply on the client’s behalf for a low-cost Preferred Risk Policy.  The packets contained the following items which are included in the FloodSmart tool kit:

Cover Letter:  As the issuing agency, SAFCA added the following description to the top of the cover letter, anticipating that many agents would be unfamiliar with its charge:  SAFCA is the local government agency responsible for protecting the Sacramento region from flooding.

Agent Fact Sheets:  The two fact sheets included in the tool kit—Flood Insurance:  Make It Your Business and Preferred Risk Policies:  The Preferred Policy for Property Owners with a Choice—are based on materials SAFCA included in its agent mailer.  The fact sheets, again, encourage agents to alert clients to the flood risk in their community and urge property owners, who have been released from the federal requirement, to maintain their flood insurance with a low-cost Preferred Risk Policy.

Postcard Invitation:  Communities may choose to team with the National Flood Insurance Program office in their region to offer agent training as part of their outreach effort.  The seminars provide agents with an excellent resource to improve their communication of flood risk and learn more about the NFIP’s flood insurance products.

Composite Flood Risk Map w/ Zip Code Overlay:  The SAFCA packet also included a composite flood risk map of the Sacramento region with a zip code overlay.  Enterprising agents used the map to identify clients for whom flood insurance would soon be a choice rather than a requirement and invited these clients to apply for a low-cost Preferred Risk Policy.  SAFCA and the City of Sacramento produced the map using GIS technology. 

Phase 2:  Outreach to Elected Officials

To build momentum for SAFCA’s outreach campaign and to inform public officials of flood insurance changes that would affect their constituents, SAFCA met individually with members of the Sacramento City Council and Sacramento County Board of Supervisors.  Because of busy officeholder schedules, these meetings occurred over a five month period, beginning in December and ending in March.  SAFCA used the meetings to brief elected officials on the outreach campaign, the availability of low-cost flood insurance and the ongoing flood risk to the Sacramento region.  In addition, the meetings provided elected officials with a private opportunity to ask questions about local flood controls and flood insurance.  
Phase 3:  Lender Outreach

In January, SAFCA conducted flood insurance outreach to the major lenders that service the Sacramento region.  Federal law places the onus on lenders to enforce the federal flood insurance requirement, allowing lenders to require flood insurance even for property that is no longer subject to the federal mandate.  However, lenders are often slow to update their data to reflect recent Flood Insurance Rate Maps changes.  These changes directly impact policyholders’ flood insurance choices.  For example, some insurers require property owners who have been released from the Federal requirement to cancel their flood insurance before the insurer will convert the property owner from a Standard to a lower-cost Preferred Risk Policy.  In these instances, property owners must obtain their lender’s written permission to cancel their flood insurance.  By informing lenders of major Flood Insurance Rate Map changes and the lender’s indirect role in the Standard-to-PRP conversion process, SAFCA sought to cut some of the red tape that can hamper policy conversion and serve as a disincentive to retention.  

Lender Mailer:  To communicate information about upcoming Flood Insurance Rate Map changes that would directly impact Sacramento property owners, SAFCA:

· Sent a letter to the top lenders that do business in the Sacramento region as identified in the Sacramento Business Journal’s annual Book of Lists;

· Placed an article regarding the Sacramento map change and the SAFCA outreach campaign in the:

· California Mortgage Bankers Association’s Winter Newsletter; 

· National Lender Insurance Council’s Jan/Feb 2007 Newsletter; and 

· USFN March 2007 On-line Newsletter; and

· Worked with FEMA to provide national lenders with updated flood map information for the Sacramento region.

Phase 4:  Property Owner Outreach

In both its 2005 and 2007 campaigns, SAFCA worked closely with FEMA and FEMA contractor Michael Baker, Jr. for several months prior to the community’s release from the flood insurance requirement to establish a hard date on which to issue revised Flood Insurance Rate Maps for the affected floodplains.
  This effective date triggers the release of property from the federal flood insurance requirement and, in many cases, property owner eligibility for low-cost Preferred Risk Policies.  In both the American River and South Area floodplains, the new maps moved property from Special Flood Hazard Areas to X flood zones in which flood insurance is no longer a federal requirement.

Setting the map effective date beforehand allowed SAFCA to schedule a media event, announcing to the community the availability of lower-cost flood insurance.  In addition, it enabled SAFCA to prepare and mail the property owner packets described in this section to coincide with the event.  This is important, as communities have a narrow window of opportunity in which to persuade property owners, who have been released from the federal requirement, to maintain their flood insurance protection.  To be effective, the mailing should follow on the heels of the media announcement.  Time can cool the urgency of the flood risk that is reported in news coverage of the event.  Without this urgency, some property owners will defer until renewal changes to their flood insurance.  By then, they may be as likely to cancel as they are to convert to a lower-cost policy.

Property Owner Mailer:  To obtain property owner data for the two mailings described below, SAFCA contracted with an engineering firm that used the Tax Assessor’s roles and GIS technology to identify the affected parcels.  

· Newsletter to Property Owners Who Remained Subject to the Federal Flood Insurance Requirement.  In January, about one month before the revised flood maps took effect, SAFCA sent a one-page newsletter to property owners who would remain subject to the federal requirement until the completion of additional flood control improvements in their community.  The newsletter explained to property owners why their building or home would remain subject to this requirement while property in the neighboring community would not.  In addition, it invited property owners to attend two Open House meetings at which they could ask SAFCA and City staff questions about the progress of flood control improvements in their area.  

· Direct Mail Packet to Property Owners Who Were Released from the Federal Requirement to Carry Flood Insurance.  Shortly after the media event referred to above and in PHASE 5 below, SAFCA sent a direct mail packet to every property owner who was released from the Federal requirement to carry flood insurance.
  The packet included:

· A cover letter from SAFCA with the unique address of the property that had been released from the flood insurance requirement;

· The brochure:  How to Get a Low-Cost Preferred Risk Flood Insurance Policy;

· A copy of the Letter of Map Revision that released the community from the federal requirement;
 and  

· An invitation to attend two Open House meetings at which property owners could ask SAFCA and City staff questions about flood insurance and the status of flood control protections in the property owners’ community.  

· Website in Support of Property Owner Outreach.  SAFCA added a detailed flood insurance section to its website to provide property owners with information about levee risk awareness and the flood insurance savings process.  You can view this information by clicking on the button Flood Insurance Savings Info at www.safca.org.

· FAQ to Help Staff Respond to Phone Inquiries.  SAFCA prepared a FAQ to provide City and SAFCA phone staff with guidance in answering common property owner questions about flood insurance savings and the flood insurance status of the caller’s property.  A copy of this FAQ is included in your tool kit.

Phase 5:  Media Outreach

On the date the revised flood maps became effective, SAFCA held a media event to announce the release of the affected floodplains from the Federal flood insurance requirement.  The event was attended by flood control authorities and by local, state and federal elected officials, many of whom addressed the media.  In support of the event, SAFCA prepared speaking points and a media kit comprised largely of materials used in the other phases of outreach.  

Conclusion

The retention of flood insurance policies in communities that have been released from the Federal requirement depends largely on the willingness of individual property owners to maintain voluntarily their flood insurance coverage.  However, property owners are often uninformed about their flood risk and flood insurance choices, let alone the availability of low-cost Preferred Risk Policies.  SAFCA implemented flood insurance outreach to give property owners the facts about their ongoing flood risk and provide them with step-by-step information on how to apply for flood insurance savings.  The templates provided in the FloodSmart tool kit should help local flood authorities to better protect their community against the potential financial harm of a flood disaster.  As you review these materials, please keep in mind:  Nearly 1-in-3 of all claims filed are in areas where flood insurance is a choice rather than a requirement.   






� Preferred Risk Policies are a product of the National Flood Insurance Program.  They cost about half the price of Standard flood insurance but are available only for property that is located outside of Special Flood Hazard Areas. Because of their lower-cost, Preferred Risk Policies (PRPs) often result in a higher level of policy retention over time.


� FEMA, WYO and Direct Data by Community with County and State as of December 31, 2001; FEMA, WYO and Direct Data By Community with County and State as of December 31, 2002. 


� Write Your Own insurers contract with FEMA to sell National Flood Insurance Program flood insurance policies.  Write Your Own companies include Fidelity, Travelers and State Farm.  


� FEMA issued a Letter of Map Revision to release the American River and South Area floodplains from the federal flood insurance requirement.  However, FEMA may issue a Letter of Map Amendment in cases where levee improvements affect a smaller number of properties.  Please consult FEMA for more information on Letters of Map Revision and Letters of Map Amendment.





� Where FEMA has issued a Letter of Map Revision to release an area from the federal flood insurance requirement, federal rules require property owners who wish to make flood insurance changes to furnish their insurance agent and/or lender with the Letter of Map Revision to document their release from this requirement.








