Flood Insurance Community Rating System

Participating communities can strengthen flood risk management
efforts, improve safety and reduce costs for residents and businesses

e

Flooding in a mobile home park in south San Mateo County. (Photo courtesy of OneShoreline)

The Impact

Participating in the National Flood Insurance Program’s Community Rating System (CRS) saves
community members money on flood insurance premiums, reduces damage to private property and
public infrastructure, and enhances public safety, resulting in a more flood-resilient community.

Description

Federal law requires the mandatory purchase of flood insurance for all secured loans from
financial institutions that provide residential and commercial property loans backed by federal agencies
such as the Department of Veterans Affairs, Federal Housing Administration, Small Business
Administration and loans purchased by Fannie Mae or Freddie Mac. Standard homeowners and
commercial property insurance policies do not cover flood losses.

The National Flood Insurance Program (NFIP) is a federal program created in 1968 to enable
property owners in participating communities to purchase flood insurance on eligible buildings and
contents, whether in or out of a flood hazard area. To participate, communities must adopt and
implement the NFIP’s minimum floodplain management standards.

Effective April 2022, FEMA has restructured the methodology for calculating flood insurance
premiums through implementation of Risk Rating 2.0 — Equity in Action. The new methodology bases
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flood insurance premiums on a building’s value and flood risk; this method is fairer and more equitable
than the legacy rating methodology developed in the 1970’s. Under the legacy rating methodology,
policyholders with lower-valued homes may have been paying more than their fair share of the risk
while policyholders with higher-valued homes may have been paying less than their fair share of the
risk. Risk Rating 2.0 incorporates more flood variables than the legacy methodology, including private
sector data sets, catastrophe models, and evolving actuarial science.

While the implementation of Risk Rating 2.0 has adjusted flood insurance premiums to reflect a
fair and equitable assessment of a structure’s value and flood risk, the NFIP’s Community Rating
System (CRS) provides discounts to premiums to reflect the proactive floodplain management
measures undertaken by the community.

The NFIP’s Community Rating System (CRS) is a voluntary incentive program in which
communities are recognized for strengthening their floodplain management efforts beyond the NFIP’s
minimum requirements.

The CRS discount encourages communities to adopt a wide variety of floodplain management
initiatives or “activities,” organized under four categories:

Public Information
Mapping and Regulations
Flood Damage Reduction
Warning and Response

The CRS assigns credit points for a community’s engagement in any of 19 creditable activities
within these categories. The total number of credit points determines the community’s CRS rating or
“class”. Each CRS class provides a 5% discount on flood insurance premiums.

CRS activities include credit for the preservation of open space within the flood hazard area to
ensure that it is kept free from development, incentivizing keeping the floodplain open with zoning
restrictions, lot size requirements, or other regulations. Other CRS activities include credit for limiting
new buildings and/or filling in the floodplain, requiring new construction to minimize soil erosion and
protect or improve water quality. Credit is also available for a community’s annual inspection and
maintenance of open channels and drainage storage basins, and for providing early flood warnings to
the public.

CRS classes range from 9 to 1, with Class 9 communities earning a 5% discount on insurance
premiums and Class 1 communities earning a 45% discount.

Most communities within California are currently implementing floodplain management practices
beyond the NFIP’s minimum requirements, thus earning CRS credit. Of the CRS communities within
California, 25% have earned a Class 8 rating, providing a 10% discount on insurance premiums and
35% have a Class 7 rating, providing a 15% discount.

To apply for participation in the CRS, a community must inform the FEMA Regional Office of its
interest, designate a CRS Coordinator (often the community’s Floodplain Administrator, or engineer
within Public Works or planner from the Community Development Department’s staff), and submit an
application with documentation verifying it is implementing the activities for which credit is requested.
This application is submitted to FEMA's CRS Specialist, to review the application, verify the
community’s efforts and standing, and perform program improvement tasks. Every year, the community
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must verify that it is continuing to perform the activities that are being credited by the CRS by submitting
an annual recertification. In addition, a community can continue to improve its CRS Class rating by
undertaking new mitigation and floodplain management activities that earn even more points.

Where It's Been Implemented

More than 22,000 communities across the country participate in the National Flood Insurance
Program including Atherton, Belmont, Brisbane, Burlingame, Colma, Daly City, East Palo Alto, Foster
City, Half Moon Bay, Hillsborough, Menlo Park, Millbrae, Pacifica, Portola Valley, Redwood City, San
Bruno, San Carlos, South San Francisco, and Woodside within San Mateo County.

As of April 2023, 1,500 communities across the country participate in the CRS Program, with 96
communities in California benefiting more than 110,191 policyholders statewide and saving local
residents and businesses nearly $10 million annually.

The following communities within San Mateo County currently participate in the CRS Program.
Each community is listed with its CRS Class (as of April 2023) and corresponding percentage discount
on flood insurance premiums:

City of East Palo Alto — Class 8 — 10% deduction

City of Burlingame — Class 9 — 5% deduction

City of Menlo Park — Class 8 — 10% deduction

City of Pacifica — Class 7 — 15% deduction

San Mateo County (unincorporated) — Class 8 — 10% deduction
City of San Carlos — Class 9 — 5% deduction

In 2015 the City of Palo Alto’s public information efforts on flood hazards, flood protection
insurance, drainage system maintenance and dumping regulations earned the City a Class 7 CRS
rating. The city’s 15% CRS discount from these efforts saved local community members approximately
$670,000 annually.

Key Drivers

With more coastline than any other county in the state, San Mateo County is the most
vulnerable county in California to sea level rise. Approximately 49,744 properties in San Mateo County
are currently at risk of flood damage, and by 2050, an estimated 56,174 will be at risk. Without proper
flood-risk management, rising shorelines will render coastal communities uninhabitable. Storm surges
and extreme weather patterns disproportionately impact financially vulnerable populations that are often
unable to afford repairs. More frequent and severe flooding negatively impacts real estate values along
the coast and raises costs farther inland.

In addition, the cost to repair structures from flood damage and flood insurance premiums are
increasing with the rising cost of skilled labor and construction materials. Through implementation of
Risk Rating 2.0, FEMA projects that 61% of flood insurance premiums for single-family home coverage
in San Mateo County will increase in cost by $0-$10 per month, while another 10% of premiums will
increase by as much as $10-$20 per month. Approximately 22% of flood insurance premiums are
expected to decrease due to the restructuring of the flood insurance premium calculations to current
insurance industry standards.

Key Factors for Success

According to CRS’s Green Guide, maintaining current and accurate information about the
county is critical to the success of CRS elements. These efforts include investing in up-to-date data on
land cover, endangered species, and the location and extent of the community's wetlands, open
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spaces, waterbodies, and watersheds. Keeping a careful inventory of this information using a
geographic information system (GIS) is recommended for spatial analysis and implementation.
Throughout the entire process of CRS implementation, meticulous documentation is necessary to
receive credit.

Additionally, partnerships with local programs to educate the community on flood-preparedness
would help maximize savings from CRS involvement. The profiles provided by CRS in conjunction with
the Flood Science Center offer snapshots of the potential credits earned, the difficulty of
implementation, and the benefits of flood management initiatives.

Key Obstacles

Some flood mitigation efforts, such as expanding green space or building floodwalls and levees,
are costly and may require special permits. Additionally, resistance from local residents and growing
"not-in-my-backyard" sentiments slow efforts toward the implementation of structural improvements
(floodwalls, levees, and other civil improvements) to foster climate resilience. Public concern regarding
the cost of strengthened flood mitigation efforts and potential tax increases could also decrease
support.

Next Steps

Participation in the CRS Program is voluntary. If a community is in full compliance with the
minimum floodplain management standards of the NFIP, it may apply. There’s no application fee, and
all CRS publications are free. The next steps could include but are not limited to:

e Asking the community’s chief executive officer (City Manager, or other top official) to
appoint a CRS Coordinator to serve as the liaison between the community and FEMA.

e Contacting the CRS Coordinator within a neighboring community who can help share
their experience with the CRS Program and assist with potentially identifying floodplain
management activities that are similar for each community. In addition, a community can
explore whether regional CRS collectives, known as “CRS Users Groups,” exist in the
area. Obtaining insight from an adjacent CRS community can be advantageous to
beginning a city’s own CRS program.

e Informing FEMA Regional Office and the State CRS Coordinator of the city’s interest in
applying for the CRS Program.

e Downloading the CRS Quick Check tool and sample letter of interest from the CRS
website: https://www.fema.gov/floodplain-management/community-rating-system

e The CRS Coordinator may also want to download a copy of the CRS Coordinator’s
Manual and Addendum. These two documents describe the program in full and provide
specific information, including eligible activities, required documentation, and resources
for assistance.

e After the community applies for a CRS classification, the CRS will verify the information
and arrange for flood insurance premium discounts in the city.

References and Resources

Carl Walker, Consultant, Walker Floodplain Management, walkerfom@amail.com

CA Department of Water Resources Community Rating System website

Impact of Climate Change on Housing

San Mateo County Flood Risk

NFIP Community Rating System: A Local Official's Guide to Saving Lives. Preventing Property
Damage, and Reducing the Cost of Flood Insurance

Sustainable
&* San Mateo County Flood Insurance Community Rating
Economy. Equity. Environment. System Page 4 Of 5


https://www.fema.gov/floodplain-management/community-rating-system
mailto:walkerfpm@gmail.com
https://water.ca.gov/Programs/Flood-Management/National-Flood-Insurance-Program/Community-Rating-System
https://sustainablesanmateo.org/home/indicators/2021-key-indicator-report/impact-of-climate-change-on-housing/
https://floodfactor.com/county/san-mateo-county-california/6081_fsid
https://www.fema.gov/sites/default/files/documents/fema_community-rating-system_local-guide-flood-insurance-2018.pdf
https://www.fema.gov/sites/default/files/documents/fema_community-rating-system_local-guide-flood-insurance-2018.pdf
https://sustainablesanmateo.org/
https://sustainablesanmateo.org/sustainability-ideas-bank/
https://sustainablesanmateo.org/sustainability-ideas-bank/

e Reduce Insurance Costs and Conserve Species | FEMA.gov

e Flood Science Center: Success Stories

o | ing the Nation in Fl ntrol - Rosevill liforni

e City Leader's Foresight Protects Floodplains as Open Space

e Fur n Commission Framework for Emergency Fl Man men
[ ]

A flood next time? | News | Palo Alto Online

Document last updated January 2024

Sustainable . .
a San Mateo County Flood Insurance Community Rating
Economy. Equity. Environment. System Page 5 Of 5


https://www.fema.gov/floodplain-management/wildlife-conservation/reduce-insurance-cost-conserve-species
https://floodsciencecenter.org/products/crs-community-resilience/success-stories/
https://floodsciencecenter.org/products/elected-officials-flood-risk-guide/success-stories/leading-the-nation-in-flood-control-roseville-california/
https://floodsciencecenter.org/products/crs-community-resilience/success-stories/bellevue-washington/
https://ec.europa.eu/environment/integration/research/newsalert/pdf/responding_floods_europe_new_framework_assesses_flood_emergency_management_systems_486na3_en.pdf
https://www.paloaltoonline.com/news/2018/02/03/a-flood-next-time
https://sustainablesanmateo.org/
https://sustainablesanmateo.org/sustainability-ideas-bank/
https://sustainablesanmateo.org/sustainability-ideas-bank/

