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Too Few Pennsylvania Property Owners Have Flood Insurance

Eastern Pennsylvania Business Journal
May 28, 2001

Good news: There hasn't been a significant loss from aflood in Eastern Pennsylvaniain over a
quarter century

Not so good news: Insurers say that doesn’t mean there won't be a flood this year.

Or any future year for that matter. Insurance experts say Mother Nature is fickle that way{ ahd
man-made alterations to the earth affect water flow occur naturally every day in ¢ ti
areas dl over the world. Other than geographical regions that are well out of % hing
short of aflood of Biblical proportions, no area is truly immune from flooding.

wral disaster in the
ost property damage.”
‘Flooding isn't restricted to those who

Pennsylvania Insurance Commissioner Diane Kok S\
live near water. Floods can be caused by steigns, weter Backup from an inadequate drainage
system or dam failure, so it's impo eowners and business owners to discuss flood

insurance with their agent.”

Though no one would ﬂCommonwealth with Florida, Pennsylvania actually leads the

nation in “waterf ty with more than 50,000 miles of rivers, streams and creeks. The

president of ong of nsylvania s largest independent commercial insurance brokerages
says that Ohe ood insurance is available to anyone.

According to the U.S. Geological Survey, “Floods were the n
United States in the 20" century in terms of the number

Bill % Hampson Mowrer Kreitz Agency, Bethlehem, believes flood insurance is
“undgrsold and under-purchased” by Eastern Pennsylvanians. Kreitz says he can’t recall a mgjor
flood claim since he moved to the Lehigh Valey in 1973, but vividly recalls the flood that
ravaged Pottstown in the early 70s.

“Entire sides of buildings were peeled off and swept away by the rising Schuykill River, and
helicopters were picking people off rooftops,” he remembers.

Agencies like HMK act only as middlemen on primary flood insurance, which is sold by the
National Flood Insurance Program (NFIP), part of the Federal Emergency Management Agency
(FEMA).

Standard homeowner policies do not include coverage for flood damage.

The state Insurance Commission says the average cost of a flood insurance policy is $300 per
year for approximately $100,000 coverage. Kreitz saysalimit of $500,000 of coverage on



building and property applies, and his agency often buttresses that relatively low limit with an
additional flood insurance policy.

“Flood insurance does not, for example, include business interruption insurance,” Kreitz says.

Flood zone insurance rates are based on the “100 year flood plain” or the “500 year flood plain”
standards used by FEMA and NFIP. The 100-year zone means that the ared’ s elevation hasa 1
percent chance of being equaled or exceeded by flooding each year, or a 26 percent chance of
suffering flood damage during the term of a 30-year mortgage. The 500-year zone naturally has
lower odds of flooding, but Nationwide Insurance Company’ s FloodZone.net page notes 25
percent of al flood claims are from these areas.

Flood insurance is available throughout the state for any insurable property. Ther: is’ﬁ)%
. . ) Sé bt

waiting period before a new policy takes effect, and Koken says property ow wait
until the flood waters come in your front door.”

It doesn’t take a natural disaster like the one in Pottstown to
NFIP policies. Unusua and rapid accumulation of runoff
erosion can al contribute to flooding conditions capab

08 damage covered by the
ac , mudslides or beach

g or destroying property.

Koken, in arecent press release, poi nts onception about federal disaster

ce sold by the NFIP.

assistance, which is often confused w Sur
“Depending on federal di Sa dangerous gamble. That type of assistanceis
availableif the presid er, which happensin only about 10 percent of the

cases,” Koken

Penny a service agent at Sterner Insurance in Coopersburg, Lehigh Countu, says
cent of the agency’s commercia clients purchase flood insurance for their
erties.

busu

“More often than not, when it is purchased it’s because the financial institution holding the
mortgage requiresit,” Groff says.

Kreitz concurs, adding, “It's a difficult sell because major floods occur so infrequently in Eastern
Pennsylvania. | think we've been [ulled into a false sense of security as aresult.”



