Flood Insurance
Program An Overview of Current and Future

Conditions

NFIP and the
Private Markets

5/23/2023

NFIP Role in the Market
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Federal Emergency Management Agency

NFIP Legacy Rating System

- Established and not fundamentally changed since the 1970s
Adhered to the actuarial principles of the time
+ Premium Evaluation Criteria
Flood zone
Occupancy type
Type of structure
Elevation relative to the Base Flood Elevation BFE)
MAPS
Considered onlytwo sources for the flood risk:river floodingand coastal flooding
Considered flood water depthswith a 1% probability of beingmet or exceeded each year; did not consider less

frequent, but potentially more severe flooding
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Legacy Rating System: Rate Tables
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Legacy Rating System: Rate Tables
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Private Market Tools

« Building charact eristic databoses
- Extending existing databases
— Updating databases
« On the ground info- M obile application

« Replacement cost estimators
— Updated frequently

« Advanced Geolocation




ToolsContinued

« Historical satellite dat o

- Near real timesatellite dat a/persist ent monit oring
- Al assessment scoring- proven over 90% predictive
« Stochastic M odels

« Autemated framew ork

« Visudlization tools
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Understanding Flood

Persistent Monitoring




FEMA Rate Development Process
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Markat Basket NEIP Policy
Exposure Exposure
COMMERCIAL CAT MODELS
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FEMA RR2.0 - Example Inputs

NFIP RR2.0 - Example Premium Calculation
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FEMA RR2.0 - Example Premium Calculation
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Key Takeaway

« Usingall of these tools to underst and flood risks we can create
a sustainable flood market

Deployment

State ofthe Market- Re assessment of Capacity

Early 2022 Hardening
property mrket
leading (felt in large
propertyflood)

September/Octaber
2022 lan inpacts US

June2022- Q4 2022 Market
reinsurance renewds digesting lan-Impacts
focused aroundFL

to entire market

Q1 2023 Selective
moratoriums,
programs stopwiiting
flood, increases, more
riskpUshed  primay
insurers, less flaodon
packagebusiness




The Future market

« Private market copinion
— FEMA has dominated the market
- Private marketis growing
« Growth of 29% 2020 $669.2 MM fo 2021 $881.5 MM {based on NAIC data)
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NFIP - State of the Market Capacity

Overview of FEMA’s Multi-Year Reinsurance Strategy
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NFIP Policy Count History ) FEMA
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NFIP

Risk Rating 2.0 Implemented in October 2021 for new business and April 2022 for renewals
Full year of renewals completed as of April 1, 2023
NFIP Policy Count Decrease 2% between March 2022 and March 2023

Expectations of RR2.0 market impact
Ease of doing business for WYOs due foimproved technology in rating and loss reporting

Redistribution of premium from low value low risk tohigh value/high  risk

Increased  stability in rates as the changes work themselves out.

https: //www. fema.gov/flood-insurance/risk-rating

COVERAGE
BY THE PROVIDED
NUMBERS $ TRILLION
POLICYHOLDERS
CAPACITY TO PAY i MILLION
CLAIMS FEB PARTICIPATING
2023 | BILLION COMMUNITIES
VALIDATED MEDIAN
NFIP
A . pREMIUM | (INCLUDING FEES)
VALIDATED WRITE-YOUR-OWN
PAYMENTS ON | oo o INSURANCE
LOSSES IN 2022 COMPANIES
FEMA o oy 2073
NFIP Ratemaking — Current State/RR 2.0 Impact :\ﬁ FEMA
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> Improved modeling using Catastrophemodels that includeFlood sub perils and cover more geographic areas

> Enhancement of theratingalgorithm
Levee rating
Erosion

RCBAP
> Improved datacollection from WYOs (NAIC IEE)
> Incorporation of mitigation and climate change into themodels

> Continued engagement with traditional commercial reinsurers and the CATBond market

NFIP Future ) FEMA
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The Goal: Flood asanincluded peril for most

Pairing of
Public and
Private
More
Predictable

Lower
Friction

Greater
Penetration

Critical
Volume and
Distribution
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Future Challenges and O pportunities

- Overcoming complacency

- High value home brokers

- Morfgage companies/Banks

- Carriers

- Cifizens

« IMilion {2022) to estimated

1.7milion (2023)

Education

- Consumers

« Brokers

- Cariers

-« Communities
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Closing the Protection Gap
Insurer ~ Increased

Profitability Capacity
Increased BEHER
£ coverage,
premium terms,
Revenue .
premium
\ Increased /
Take-up

Mitigation speeds the cycle




