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SUMMARY 
 
Under current law, property owners can buy flood insurance through the National Flood 
Insurance Program (NFIP). Property owners who buy insurance through the NFIP pay 
annual premiums which are deposited into the National Flood Insurance Fund (NFIF) and 
are used to pay flood damage claims submitted by policyholders. Those premiums and 
payments are not subject to annual appropriation. 
 
H.R. 2875 would give NFIP policyholders the option to buy a higher level of coverage 
under the Increased Cost of Compliance (ICC) program, which provides payments to 
property owners to undertake flood mitigation activities following a flood claim. The bill 
also would direct the Federal Emergency Management Agency (FEMA) to make several 
administrative changes to the NFIP related to claims payment determinations, program 
staffing, and related matters. 
 
Assuming appropriation of the necessary amounts, CBO estimates that implementing 
H.R. 2875 would cost $11 million over the 2018-2022 period, mostly for an advisory 
committee on flood insurance. Enacting the legislation would affect direct spending and 
revenues; therefore, pay-as-you-go procedures apply. However, because any increase in 
NFIP collections and revenues would be offset by increased direct spending, CBO 
estimates that the net effect on the deficit would be negligible. 
 
CBO estimates that enacting H.R. 2875 would not increase net direct spending or 
on-budget deficits in any of the four consecutive 10-year periods beginning in 2028. 
 
H.R. 2875 contains no intergovernmental or private-sector mandates as defined in the 
Unfunded Mandates Reform Act (UMRA) and would impose no costs on state, local, or 
tribal governments. 
 
 
 
 



2 

ESTIMATED COST TO THE FEDERAL GOVERNMENT 
 
The estimated budgetary effect of H.R. 2875 is shown in the following table. The costs of 
this legislation fall within budget function 450 (community and regional development). 
 

 
 
BASIS OF ESTIMATE 
 
For this estimate, CBO assumes that H.R. 2875 will be enacted near the end of fiscal year 
2017 and that the necessary amounts will be appropriated each year. 
 
Spending Subject to Appropriation 
 
H.R. 2875 would establish a flood insurance advisory committee, which would include 
members from across the federal government and the private sector. The committee would 
be responsible for reviewing and making recommendations on several different aspects of 
the NFIP. Based on information from FEMA about the resources that would be needed for 
this committee, CBO estimates that implementing this provision would cost $10 million 
over the 2018-2022 period, mostly for salaries, expenses, and expert advice. 
 
The bill also would direct the Government Accountability Office to complete two studies 
on the NFIP. The first would analyze the policies and practices for adjusting claims for 
losses under the NFIP. The second would analyze how the NFIP handles earth movements 
that stem from flooding, such as landslides, when adjusting claims for losses under the 
program. Based on the cost of similar studies, CBO estimates that completing those studies 
would cost $1 million in 2018. 
  

 
 By Fiscal Year, in Millions of Dollars 
 

2017 2018 2019 2020 2021 2022
2017-
2022

 
 

INCREASES IN SPENDING SUBJECT TO APPROPRIATION a 

Estimated Authorization Level 0 3 2 2 2 2 11
Estimated Outlays 0 3 2 2 2 2 11

a. H.R. 2875 would have an insignificant effect on direct spending and revenues in each year and over the 2017-2027 period. 
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Direct Spending and Revenues 
 
CBO estimates that enacting H.R. 2875 would have a negligible effect on the deficit over 
the 2018-2027 period. 
 
ICC Coverage. H.R. 2875 would give NFIP policyholders the option of buying additional 
ICC coverage, which provides assistance to help cover the cost of mitigation activities that 
will reduce the risk of future flood damage to a building. Under current law, when a 
building covered by the NFIP suffers a flood loss and is declared to be substantially or 
repetitively damaged, an ICC insurance policy will provide up to $30,000 to bring the 
building into compliance with state or community floodplain management laws or 
ordinances. Expected ICC program spending is covered by premium payments collected 
from NFIP policyholders. 
 
Under the bill, policyholders would have the option to buy up to an additional $30,000 in 
ICC coverage (making up to $60,000 of coverage possible for a single property). Property 
owners that buy additional ICC coverage would pay a surcharge for that coverage in an 
amount determined by FEMA. CBO estimates that any additional spending by the NFIP 
for extra ICC coverage would be offset by the additional collections from property owners 
who buy such coverage; thus, the net effect on direct spending would be negligible. 
 
Pre-Existing Conditions Pilot Program. The bill would authorize FEMA to create a pilot 
program through December 31, 2022, that would allow private insurance companies who 
partner with FEMA to sell and service NFIP policies (known in the program as Write Your 
Own, or WYO, insurance companies) to inspect properties with NFIP insurance for 
pre-existing structural conditions that could result in the denial of an NFIP claim. 
Following an inspection the WYO company would submit a report outlining the presence 
or absence of any pre-existing structural conditions to the property owner and FEMA. 
 
Under the pilot program FEMA could impose a surcharge on each policy that opts to have 
an inspection for pre-existing conditions to account for any administrative costs faced by 
the WYO companies to complete those inspections. Because H.R. 2875 gives FEMA 
discretion to set the surcharge at any rate, CBO estimates that any additional costs 
associated with completing those inspections would be offset by additional NFIP 
collections; thus, the net effect on direct spending would be negligible. 
 
Civil Penalties. H.R. 2875 would bar anyone from making a false or misleading statement, 
production, or submission when adjusting a claim for NFIP coverage. The bill would create 
a civil penalty of up to $10,000 per false statement. Civil penalties are recorded in the 
budget as revenues. CBO estimates that such revenues would be insignificant in any year 
under the bill. Furthermore, any civil penalties collected under the bill would be deposited 
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into the NFIF and could be spent without further appropriation; thus, the net effect on the 
deficit would be negligible. 
 
 
PAY-AS-YOU-GO CONSIDERATIONS 
 
The Statutory Pay-As-You-Go Act of 2010 establishes budget-reporting and enforcement 
procedures for legislation affecting direct spending or revenues. CBO estimates that 
enacting the bill would have an insignificant effect on direct spending and revenues over 
the 2018-2027 period. 
 
 
INCREASE IN LONG-TERM DIRECT SPENDING AND DEFICITS 
 
CBO estimates that enacting H.R. 2875 would not significantly increase net direct 
spending or on-budget deficits in any of the four consecutive 10-year periods beginning in 
2028. 
 
 
INTERGOVERNMENTAL AND PRIVATE-SECTOR IMPACT 
 
H.R. 2875 contains no intergovernmental or private-sector mandates as defined in UMRA 
and would impose no costs on state, local, or tribal governments. 
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