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Performance Audit Report - Audit Control #06303342

Insurance Rate Quotes for
Hurricane-Affected Areas

Information Report October 2006

This report was developed to provide current information regarding the estimated cost of
homeowners and flood insurance in hurricane-affected areas of Louisiana.

We selected a sample of zip codes from areas hard hit by hurricanes Katrina and Rita and solicited
insurance quotes from various companies for the average property in each zip code. Table 1 on
page 3 contains a summary of the quotes received for each zip code. Tables 2 and 3 on pages 4
and 5 provide detailed information regarding the quotes. In addition, this report describes the types
of insurance coverage homeowners are required to carry by disaster recovery grant and loan
programs and provides explanations of insurance terms.

This information is not designed to be substituted for actual quotes from a licensed insurance
agent. It is designed to provide an idea of the approximate cost of insurance to homeowners based
on the best information available at this time. Homeowners should contact a licensed insurance
agent to obtain actual quotes for their specific property.

Types of insurance coverage homeowners are

required to carry

The level of insurance a homeowner is required to carry can vary depending on several factors,
including the existence and amount of a mortgage, the location of the home, and for hurricane-
impacted homes, the three types of assistance, as noted below, available to rebuild the home.
Certain types of assistance and their insurance requirements are as follows:

¢ The Road Home Program

= Homeowners Insurance: The Road Home Covenant requires that the dwelling be
covered for three years with a casualty policy (typical homeowners policy) including
wind and hail.

= Flood Insurance: The Road Home Covenant requires that flood insurance be carried
on the dwelling “in perpetuity” (forever) if the property is located in a Special Flood
Hazard Area (SFHA).

¢ U.S. Small Business Administration (SBA) Loan

= Homeowners Insurance: The SBA requires that hazard insurance be carried, usually
including fire, lightning, and extended coverage. The insurance must include coverage
for the peril that caused the damage and the peril for which the disaster was declared.
For example, if the damage was caused by wind, then wind and hail coverage must be
obtained.

= Flood Insurance: The SBA requires flood insurance when the property is located in a
SFHA. In addition, if the damage was caused by flooding, flood insurance must be
obtained.

¢+ FEMA Individuals and Household Program (IHP)

= Flood Insurance: If the home was flood damaged and located in a SFHA (Zones A
or V), flood insurance must be maintained for as long as the homeowner wishes to be
eligible for future IHP aid in subsequent disasters. Failure to maintain flood insurance
will render the homeowner ineligible for future aid.
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¢ Post-FIRM: If the home was built after the

. . . FIRM adoption date, the homeowner is required
Wind and Hail Coverage and Wind and to submit an elevation certificate. The elevation

Hail/Hurricane Deductibles of the home determines the flood insurance rate.

S Homes located in NSFHASs (Zones B, C and X):
< Wind and Hail Coverage: Wind and hail coverage can be Insurance rates are based on the number of flood claims a
included in regular homeowners insurance. However, if homeowner has had.
wind and hail coverage cannot be obtained from the
insurance company writing the homeowners policy, a
separate wind and hail policy can be obtained. Louisiana
Citizens Property Insurance Corporation, Louisiana’s
insurer of last resort, offers wind and hail policies. ¢ Preferred Risk Policy (PRP): If a homeowner
has had one claim or less, he or she can qualify
for the PRP rate plan, which is a lower-cost
protection option.

¢ Regular: If a homeowner has had more than
one claim, he or she receives the regular flood
insurance rate.

< Wind and Hail/Hurricane Deductibles: Some insurance
companies have received approval from the Louisiana
Insurance Rating Commission to implement wind and hail

or hurricane deductibles. This is an additional deductible . .
that applies to damage caused by wind and hail (from a Methodology and Disclaimers I
hurricane or just a storm, depends on the policy). Every

policy is different, but sometimes this deductible appliesto &\ +1 S 40 10av-
each named storm in a hurricane season. The deductible ethodology-

ranges from 2% - 5% of the insured value depending on the ¢ We surveyed seven insurance companies to
policy. For example, if you have $150,000 of building obtain homeowners insurance rates for the
coverage for your home and a 2% hurricane named storm average property (per property data on
deductible, you would pay a $3,000 deductible for any realtor.com) for 23 zip codes in some of the
damage caused by each named storm. hardest hit hurricane-affected areas of

Louisiana. Six companies responded.

Flood Insurance ¢ We calculated flood insurance for the same

<2 Flood insurance rates are determined by the flood zone and 23 zip codes.

the elevation of the home. o The 23 zip codes were selected to provide a

S Elevation Requirements: Participants in The Road Home geographic and population-based representation
program are required to elevate their homes to the of the hurricane-affected areas in the state.
Advisory Base Flood Elevations (ABFES) |f_ 51% or more o Table 1 provides the range of homeowners
of the home was damaged or destroyed by either of the insurance quotes plus the flood insurance quotes

hurricanes (see The Road Home Covenant for more details for each zip code.
and exceptions).

o . ¢ Tables 2 and 3 provide details about each
< Flood Zones: FEMA has identified certain land areas as individual homeowners and flood insurance rate

flood zones. Flood insurance rate maps (FIRMS) show a quote.
community’s base flood elevations (BFES) and identify

flood zones. Flood zones are either Special Flood Hazard < Disclaimers:
Areas (SFHA) or Non-Special Flood Hazard Areas

(NSFHA). Flood zones A and V are located in SFHAS, ¢ This information is not designed to be
and flood zones B, C, and X are located in NSFHA. The substituted for quotes from a licensed insurance
Web site www.floodsmart.gov can help homeowners agent for specific properties and/or _
identify which flood zone their home is in. homeowners. It is designed to provide an idea
of the approximate cost of insurance to
S Homes located in SFHAs (Zones A and V): Insurance homeowners at this point in time.

rates are based on the age of the home, the date the FIRM

was adopted, and the elevation level of the home. ¢ Homeowners should contact a licensed

insurance agent to obtain quotes for their
¢ Pre-FIRM: If the home predates the FIRM specific property.

adoption date, the homeowner is not required to . . S .
provide an elevation certificate and can receive ¢ The information provided in this report is not a

the default Pre-Firm rate. However, the guarantee that the companies surveyed are
homeowner can submit an elevation certification writing homeowners policies in the
to receive the lower Post-FIRM rates. hurricane-affected areas.
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How much will homeowners coverage cost (including

wind/hail and flood)?

Price Range for Annual Homeowners and Flood Insurance Policies

includes wind and hail coverage
Averages for Zip Code per Range for the Cost of
property data from realtor.com  Insurance for Frame
(Wood) Construction

Range for the Cost of
Insurance for Brick
Construction

Average
Replacement Average Average
Value of  Square Age of
Home Footage Home Low [ Low High
$150,000 1600 35
$180,000 1900 25
$130,000 1600 25
$250,000 1400 90
$110,000 1300 60
$110,000 1300 60
$190,000 1600 70

Parish
Jefferson
Kenner Jefferson
Marrero Jefferson
Bywater/Marigny Orleans
Upper 9th Ward  Orleans
Lower 9th Ward Orleans
Tulane/Carrollton Orleans

City/Area
Metairie

Zip Code
70003
70065
70072
70116
70117
70117
70118

Mid City

Gentilly
Lakeview
New Orleans East Orleans

Belle Chasse

Orleans
Orleans
Orleans

Plaguemines

70119
70122
70124
70126
70037

$140,000
$145,000
$250,000
$100,000
$250,000

1500
1600
2000
1500
2500

70
45
40
30
15

Arabi St. Bernard
Chalmette St. Bernard
Violet St. Bernard
Covington St. Tammany
Slidell St. Tammany
Chauvin Terrebonne
Bogalusa Washington
Lake Charles Calcasieu
Sulphur Calcasieu
Cameron Cameron
Hackberry Cameron
Erath Vermilion

70032
70043
70092
70433
70458
70344
70427
70601
70663
70631

$110,000 1500 45
$150,000 1700 30
$100,000 1400 25
$200,000 2500 15
$150,000 1900 20

$85,000 2200 30

$85,000 1900 35
$110,000 1600 45
$115,000 1800 30

$75,000 1700 25
70645 $100,000 1800 30
70533 $95,000 1500 20

The following assumptions were made for each quote:

Annual Policy (12 months); Single Family Dwelling; All Peril Deductible: $1,000; Wind & Hail Deductible: 2% of
Replacement Value; One prior claim; Deadbolts on all doors; Fire extinguisher; Prior insurance held; Policy Form 3;
Coverage A (Dwelling): Replacement Value of Home; Coverage B (Other Structures): 10% of Coverage A; Coverage C
(Personal Property): 50% of Coverage A; Coverage D (Loss of Use): 30% of Coverage A; Coverage E (Personal
Liability): $100,000; Coverage F (Medical Payments): $1,000

Any deviations from these assumptions are noted in the footnotes accompanying the detailed tables on page 5.
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Helpful Links

To find an insurance company writing policies in your
parish:

http://www.ldi.state.la.us/CAP/ConsumerCoverageLookupMain.aspx

To learn more about flood insurance:

http://www.floodsmart.gov

Louisiana Department of Insurance:

http://www.ldi.state.la.us

Louisiana
Legislative
Auditor

1600 N. 3rd Street
P.O. Box 94397
Baton Rouge, LA

70804-9397

Need More
Information?

For a copy of the
information report,
visit our
Web site at

www.lla.state.la.us.

This document is produced by the Legislative Auditor, State of Louisiana, Post Office Box 94397, Baton
Rouge, Louisiana 70804-9397 in accordance with Louisiana Revised Statute 24:513. Ten copies of this

Questions?
Call

. . s : , Steve Theriot
public document were produced at an approximate cost of $25.80. This material was produced in accordance

with the standards for state agencies established pursuant to R.S. 43:31. This document is available on the
Legislative Auditor’s Web site at www.lla.state.la.us.

In compliance with the Americans with Disabilities Act, if you need special assistance relative to this

document, or any documents of the Legislative Auditor, please contact Wayne “Skip” Irwin, Director of
Administration, at 225-339-3800.

at
225-339-3800.






