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Frequently Asked Questions about the Multiple Peril Insurance Act YL Vs 59440

Rep. Gene Taylor, 4™ District of Mississippi
How would the new multiple peril coverage fit into the insurance market?

The new multiple peril insurance program will be available only in communities that
participate in the National Flood Insurance Program (NFIP), comply with its flood plain
management obligations, and agree to adopt and enforce the windstorm building code
obligations that will be created by the bill. Windstorm coverage will be available only as
part of the multiple peril package with flood coverage. While any local government
theoretically could opt into the program, only coastal communities that face both flood
and wind risk have an incentive to do so.

Private insurers have stopped offering windstorm coverage in coastal hurricane-risk
areas, but have not abandoned inland markets. Disputes about the cause of hurricane
damage arise in coastal areas subject to both the highest hurricane winds and the storm
surge. Although many inland communities may face both flood and wind risk, there is no
dispute that river or creck flooding is a flood and a tornado and hail damage are caused
by windstorms. Those communities have no reason to disrupt their current markets where
federal flood coverage and private windstorm coverage are available separately.

Another reason that an unintended expansion of the program is unlikely is that almost all
multiple peril policies will be sold by private insurance agents. The multiple peril
insurance bill does not create a sales force of federal insurance agents. In coastal areas,
local agents whose companies have stopped covering wind risk will sell homeowners
policies covering fire, theft, and liability, and earn commissions for the selling the federal
policy as they do now with NFIP coverage. Once the multiple peril program is in place, a
private market should develop for excess coverage above the policy limits of the multiple
peril coverage. Some parts of coastal communities are far enough inland to have little or
no flood risk, yet may not have access to private windstorm coverage. State-sponsored
wind pools probably will continue to serve those homeowners.

If the program is for coastal areas, why should taxpayers from other regions
support the bill?

When a natural disaster causes massive destruction, the property losses either are covered
by insurance, absorbed by the property owners themselves, or compensated by taxpayers
through direct assistance, tax deductions, and other programs. Federal programs also pay
increased costs to compensate for the effects of an economic decline caused by a delayed






