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Answers to Questions
About the National Flood Insurance Program

This booklet is intended to acquaint the public with the National Flood
Insurance Program (NFIP). Despite the highly technical nature of the
Program, there has been a deliberate effort to minimize the use of tech-
nical terms. This publication is designed for readers who do not need a
detailed history or refined technical or legal explanations, but do need a
basic understanding of the program and the answers to some frequently
asked questions. Readers who need legal definitions should refer to the
Standard Flood Insurance Policy and to NFIP and related regulations.

The information provided is as current as possible, but changes in the
NFIP are made periodically. Readers can obtain the most up-to-date
insurance information by using the contact information at the back of the
booklet.

Use of acronyms and initials has been limited, but some terms are used
so often that acronyms are practical and of assistance to the reader.
The term will be spelled at its first use in the text with the acronym or
initials following in parentheses. For readers’ convenience, the following
is a listing of acronyms and initials that appear in Answers to Questions
About the National Flood Insurance Program:

BFE - Base Flood Elevation

CBRA - Coastal Barrier Resources Act

CBRS - Coastal Barrier Resources System
CLOMA - Conditional Letter of Map Amendment
CLOMR - Conditional Letter of Map Revision
CLOMR-F - Conditional Letter of Map Revision Based on Fill
CRS - Community Rating System

DHS - U.S. Department of Homeland Security
FDPA - Flood Disaster Protection Act

FEMA - Federal Emergency Management Agency
FHBM - Flood Hazard Boundary Map

FIRA - Flood Insurance Reform Act

FIRM - Flood Insurance Rate Map

FIS - Flood Insurance Study

ICC - Increased Cost of Compliance

LODR - Letter of Determination Review

LOMA - Letter of Map Amendment

LOMC - Letter of Map Change

LOMR - Letter of Map Revision

LOMR-F - Letter of Map Revision Based on Fill
NFIP - National Flood Insurance Program

NFIRA - National Flood Insurance Reform Act



OPA
PMR
RCBAP

SDF
SFHA
SFHDF
SFIP
WYO

Otherwise Protected Areas

Physical Map Revision

Residential Condominium Building Association
Policy

Special Direct Facility

Special Flood Hazard Area

Standard Flood Hazard Determination Form
Standard Flood Insurance Policy

Write Your Own



Table of Contents

Question Page

Number Number

Introduction to the NFIP........cccooooiiiiiiiiiicii e, 1

1 “NFIP” Defined..........uuumiiiiiiiiiiiiiiiiiiiienaeeees 1

2-3 NFIP HISTOIY .o 1

4 “SFHA” Defined ..........uvuiuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiineeennnes 2

5 “Flood” DefiNed..........uuuumuiiiiiiiiiiiii e 2

6 “Write Your Own (WYO) Program” Defined.................... 3

7 The Role of State Insurance Regulators......................... 3

8 Benefits Of NFIP ..., 4

9 “Community” Defined.......cccoeeevviviiiiiiiie e, 4

10 Community PartiCipation...........cceuuvuiiiniieeeieeeeiiicee e 4

11 Voluntary Community Participation............cccccceeeveeeeeenn. 5

12 NFIP “Emergency Program” Defined.............ccceeeveevnnnens 5

13 NFIP “Regular Program” Defined ...........ccccoovveeieeivvinnnnn, 5

14 Community RequIrementS ........cooeuvvviiiiieeeieeeeeiiiee e 6

15-18 Community Probation ............ccccovveeviiiiiie e 6

19 Community SUSPENSION.......ccoviiiiiiiiiiiie e 7

20 Ramifications of Community Non-Participation............... 7

21-23 Community Rating SyStem ..........coouviiiiiiiiiiieiiiiieeeeeee 8

Flood Insurance Information

for Prospective BUYEIS .....cooevvviiiiiieeeieeeeeie e 9

24 Who May Purchase Flood Insurance.............cccooeeeiiennnns 9

25 Determining Eligibility for Purchase.................ccceevvnnnn. 9

26 Determining if Property Isinan SFHA.............ccooiiinns 9

27 Insurable Property .........coovviiiiiie e 10

28 Uninsurable Property........ccooi 10

29 Coverage Restrictions for Insurable Buildings................ 10

30 How to Purchase Flood Insurance..............ccoooeeiiiiiinnns 11

31 How Premiums Are Calculated.............coooeeeeiiiiiiiiiiiinns 11

32 Mandatory Purchase Requirements .............cccoeeieiiinnnns 12

33-34 Why Is There a Requirement to Purchase...................... 13

35 Lenders Required to Escrow Flood Insurance................ 13

36-37 Review of Lender’'s Determination — LODR.................... 14

38 Number of Buildings per POlIiCY............ccceveeiiiiiiieeee 14

39 POLCY TEIM . 15

40 Minimum Policy Premium ... 15

41 Waliting Period .........coiiiiieiiieieie e 15

42 “Presentment of Payment” Defined ...............oueveevvvennnee. 16



Question Page

Number Number
43 Rating Buildings in Coastal Areas ...........ccccceeeeeeeeiieennnns 16
44 “Coastal Barrier Resources System” Defined................. 17
45 Restrictions on Flood Insurance in CBRS ...................... 17
46 Cancellation of POIICIES ..........cevvviiiiiiiiiiiiiiiiiieiiiieeeee, 18
47 Grace Period for Renewal of Policies...........ccccevvvinnnnnnn. 18
48 Requirements to Purchase Flood Insurance After

Receiving Disaster ASSIStance...........cccccceeeeeeeeeieeeeennnnns 18
COVEIAGE ..evuii ettt 19

49 Amounts of Coverage Available ... 19
50 Coverage Limitations on Certain Types of Property ....... 19
51 Flood Losses Covered............ccceiiieeeiiieeiiiiiiiiieeeeeeeeeennnens 19
52 Coverage in Basements and Enclosed Areas. ................ 20
53 “Basement” Defined.........cccoevvvveiiiiiiiiieeeeeeeeee e 20
54 Land Subsidence, Sewer Backup, and Seepage ........... 20
55 D =T0 18 [ 1] o] =3RS 21
56 Coverage for Costs of Preventive Measures.................. 21
57 Replacement Cost Coverage ..........coooeeeeeeieeiiieiieiiene 21
58 Additional Living Expenses Not Covered........................ 22
59-61 Increased Cost of Compliance Coverage............cccccuee. 22
Filing a Flood Insurance Claim..........cccccceeeveeeievveeennnns 23

62 How Policyholder Files a Claim for Flood Loss .............. 23
63 “Proof of LosS” Defined........ccovvvveviiiiiiiieieeeeeiiiee e 23
64 “Loss in Progress” Defined ...........ccoeeeeeiiiiiiiiiciieeee e, 23
65 Loss in Progress Not Covered.........ovvvvviviiiieneeeeeeeennnnns 23

66 Maximum Amount Collectible Under an NFIP Policy...... 23

Floodplain Management Requirements...................... 25
67 Role of the Community ............oiiiiiiiiiiii e, 25
68 State Government Participation..............cccceevvvvevvvinnnnnnn. 25
69 Federal Requirements Versus State Requirements ....... 25
70 “Floodplain Management Measures” Defined................. 26
71 Effect of These Measures on Existing Buildings............. 26
72 “Substantial Improvement/Damage” Defined.................. 26
73 Construction Outside of SFHAS.........cccovvviiiiiiiiiiiii. 27
74 Modifying the Basic Requirements...........ccccceeeeeeeevveennnnns 27
75 Elevating a Structure Within an SFHA................coein. 27

iv



Question Page
Number Number

Flood Hazard Assessment

and Mapping Requirements.........cccccceeeeeeeeeeeeeeinnnnnnnn. 29

76 Difference Between FHBM and FIRM ..............ccccoennnee 29
77 Determining Flood Hazard Areas and Flood Levels....... 29
78 Role of the Community ...........cccceeviiiiiiiicccee e, 29
79 “Flood Hazard Zones” Defined ............cccovvvviiiiiiinnnneenne. 30
80 “Regulatory Floodway” Defined ............cccvvvvviiiiiiieeeeeen, 32
81 Changing or Correcting a FIRM..........ccoovviiiiiiiiiiiiiiinn. 32
82 “Scientific or Technical Data” Defined ..................ovvveeee. 33
83 “Physical Map Revision (PMR)” Defined ..........c.ccceee.... 33
84 “LOMR-F" DefiNed ........uuuviiiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeieiveeeeeee 33
85 “LOMA” DEfINEU......uuueeeiiiiiiiiiiiiiiiiiiieiieseeseeeseeeeeeseeeneeneees 33
86 “LOMR” DEfiNEd .....ouvviiiiiiiiiiiiiiiiiiieiiiiieieeeveeeeveeeeeeeeeeeeee 34
87 “Conditional Map Revision” Defined .............ccccceeeeeeeeenee. 34
88 Contacts to Initiate a LOMA, LOMR, or PMR.................. 35
89 Time Frames for LOMA, LOMR, or PMR........ccccoeeeieennee. 35
90 Effect of LOMA, LOMR-F, or LOMR on Flood Insurance ... 36
91 Terminating Flood Insurance After Map Change............ 36
92 Burden of Proof on Map Change Requester .................. 36
93 Fees Assessed for Map Change Request...................... 37
94 Purpose of Application/Certification Forms..................... 37
95 How to Obtain Technical Data Used on Maps................ 37
Repetitive Loss Properties Strategy ......ccccoeeeeevevevnnnnns 39

96 "Repetitive Loss Properties Strategy" Defined ............... 39
97 Determining LOSS HiStOrY .........cccooiiiiiiiie 39
98 Notification of Affected Property Owners........................ 39
99 Responding to Notification..............ccooeeeiiiiiiiiiis 39
100  APPEaAl PrOCESS ..uuuuiiii et 40
101 Target Group Mitigation Offers..............eeeeeveieveeieiieennnnee. 40
102 Property Owner Acceptance of Mitigation Offer ............. 40
103 Kinds of Mitigation Measures ...........ccooeeeeeeinininiieiinns 40



Question Page
Number Number

Presidential Disaster Declarations and the NFIP....... 41

104 Effect of a Presidential Disaster Declaration

ONthe NFIP ..o 41
105 Mitigation Opportunities Following a Presidential
Disaster Declaration ..o 41
106 Mitigation Programs Associated with a Presidential
Disaster Declaration ... 41
NFIP Program Information ...........ccceevvvviiininneeieeeeeiiinns 43
General INformation..........ccooeeeeeieiieeiiice e 43
Specific Information and Resources............ccccvvvvvvvvnnnnn.. 43
FEMA LOMA DePOt..ccciiiiiiiii i 45
FEMA Regional OffiCes ........uceviiiiiiiiiiiiiiiiiieee e, 47
NFIP Regional OffiCes .........uuviiiiiiiiiiiiiiiiiee e 51
State NFIP Coordinating Agencies .........cccceveevvvvnnnnnnn. 55
Additional Reading ........cooooviiiiiiiiiiiieee e 63

Vi



Introduction to the NFIP

1. Whatis the National Flood Insurance Program (NFIP)?

The NFIP is a Federal program enabling property owners in participating
communities to purchase insurance protection against losses from
flooding. This insurance is designed to provide an insurance alternative
to disaster assistance to meet the escalating costs of repairing damage
to buildings and their contents caused by floods.

Participation in the NFIP is based on an agreement between local
communities and the Federal Government that states if a community will
adopt and enforce a floodplain management ordinance to reduce future
flood risks to new construction in Special Flood Hazard Areas, the
Federal Government will make flood insurance available within the
community as a financial protection against flood losses.

2. Why was the NFIP established by Congress?

For decades, the national response to flood disasters was generally
limited to constructing flood-control works such as dams, levees, sea-
walls, and the like, and providing disaster relief to flood victims. This
approach did not reduce losses, nor did it discourage unwise
development. In some instances, it may have actually encouraged
additional development. To compound the problem, the public generally
could not buy flood coverage from insurance companies, and building
techniques to reduce flood damage were often overlooked.

In the face of mounting flood losses and escalating costs of disaster
relief to the general taxpayers, the U.S. Congress created the NFIP.
The intent was to reduce future flood damage through community
floodplain management ordinances, and provide protection for property
owners against potential losses through an insurance mechanism that
requires a premium to be paid for the protection.

3. How was the NFIP established and who administers it?

The U.S. Congress established the NFIP on August 1, 1968, with the
passage of the National Flood Insurance Act of 1968. The NFIP was
broadened and modified with the passage of the Flood Disaster
Protection Act of 1973 and other legislative measures. It was further
modified by the National Flood Insurance Reform Act of 1994 and the
Flood Insurance Reform Act of 2004. The NFIP is administered by the



Federal Emergency Management Agency (FEMA), a component of the
U.S. Department of Homeland Security (DHS).

4. What is a Special Flood Hazard Area (SFHA)?

In support of the NFIP, FEMA identifies flood hazard areas throughout
the U.S. and its territories by producing Flood Hazard Boundary Maps
(FHBMS), Flood Insurance Rate Maps (FIRMs), and Flood Boundary and
Floodway Maps (FBFMs). Several areas of flood hazards are commonly
identified on these maps. One of these areas is the Special Flood
Hazard Area (SFHA), a high-risk area defined as any land that would be
inundated by a flood having a 1-percent chance of occurring in any given
year (also referred to as the base flood).

The high-risk-area standard constitutes a reasonable compromise
between the need for building restrictions to minimize potential loss of
life and property and the economic benefits to be derived from floodplain
development. Development may take place within the SFHA, provided
that development complies with local floodplain management
ordinances, which must meet the minimum Federal requirements. Flood
insurance is required for insurable structures within high-risk areas to
protect Federal financial investments and assistance used for acquisition
and/or construction purposes within communities participating in the
NFIP.

5. What is aflood?
Flood is defined in the Standard Flood Insurance Policy (SFIP), in part, as:

A general and temporary condition of partial or complete
inundation of two or more acres of normally dry land area or
of two or more properties (at least one of which is your
property) from overflow of inland or tidal waters, from
unusual and rapid accumulation or runoff of surface waters
from any source, or from mudflow.



6. What is the NFIP’s Write Your Own (WYQO) Program?

The Write Your Own (WYO) Program, begun in 1983, is a cooperative
undertaking of the insurance industry and FEMA. The WYO Program
allows participating property and casualty insurance companies to write
and service the Standard Flood Insurance Policy in their own names.
The companies receive an expense allowance for policies written and
claims processed while the Federal Government retains responsibility for
underwriting losses. The WYO Program operates within the context of
the NFIP, and is subject to its rules and regulations.

The goals of the WYO Program are:

= Increase the NFIP policy base and the geographic distribution of
policies;

= Improve service to NFIP policyholders through the infusion of
insurance industry knowledge; and

= Provide the insurance industry with direct operating experience with
flood insurance.

Currently, about 100 insurance companies write flood insurance with
FEMA.

7. Do the state insurance regulators have any jurisdiction over
the NFIP in their respective states?

As established by the U.S. Congress, the sale of flood insurance under
the NFIP is subject to the rules and regulations of FEMA. FEMA has
elected to have State-licensed insurance companies’ agents and brokers
sell flood insurance to consumers. State regulators hold the insurance
companies’ agents and brokers accountable for providing NFIP
customers with the same standards and level of service that the States
require of them in selling their other lines of insurance.

Private insurance companies participating in the Write Your Own (WYO)
Program must be licensed and regulated by States to engage in the
business of property insurance in those States in which they wish to sell
flood insurance.



8. How does the NFIP benefit property owners? Taxpayers?
Communities?

Through the NFIP, property owners in participating communities are able
to insure against flood losses. By employing wise floodplain
management, a participating community can protect its citizens against
much of the devastating financial loss resulting from flood disasters.
Careful local management of development in the floodplains results in
construction practices that can reduce flood losses and the high costs
associated with flood disasters to all levels of government.

9. What is the definition of a community?

A community, as defined for the NFIP’s purposes, is any State, area, or
political subdivision; any Indian tribe, authorized tribal organization, or
Alaska native village, or authorized native organization that has the
authority to adopt and enforce floodplain management ordinances for the
area under its jurisdiction. In most cases, a community is an
incorporated city, town, township, borough, or village, or an
unincorporated area of a county or parish. However, some States have
statutory authorities that vary from this description.

10. Why is participation in the NFIP on a community basis rather
than on an individual basis?

The National Flood Insurance Act of 1968 allows FEMA to make flood
insurance available only in those areas where the appropriate public
body has adopted adequate floodplain management regulations for its
flood-prone areas. Individual citizens cannot regulate building or
establish construction priorities for communities. Without community
oversight of building activities in the floodplain, the best efforts of some
to reduce future flood losses could be undermined or nullified by the
careless building of others. Unless the community as a whole is
practicing adequate flood hazard mitigation, the potential for loss will not
be reduced sufficiently to affect disaster relief costs. Insurance rates
also would reflect the probable higher losses that would result without
local floodplain management enforcement activities.



11. Is community participation mandatory?

Community participation in the NFIP is voluntary (although some States
require NFIP participation as part of their floodplain management
program). Each identified flood-prone community must assess its flood
hazard and determine whether flood insurance and floodplain
management would benefit the community’s residents and economy.
However, a community that chooses not to participate within 1 year after
the flood hazard has been identified and an NFIP map has been
provided is subject to the ramifications explained in the answer to
Question 20.

A community’s participation status can significantly affect current and
future owners of property located in Special Flood Hazard Areas
(SFHASs). The decision should be made with full awareness of the
consequence of each action.

12. What is the NFIP's Emergency Program?

The Emergency Program is the initial phase of a community’s partici-
pation in the NFIP and was designed to provide a limited amount of
insurance at less than actuarial rates. A community participating in the
Emergency Program either does not have an identified and mapped
flood hazard or has been provided with a Flood Hazard Boundary Map
(FHBM), and the community is required to adopt limited floodplain
management standards to control future use of its floodplains. Less than
1 percent of the 20,000 communities participating in the NFIP remain in
the Emergency Program; FEMA hopes to convert all communities to the
Regular Program of the NFIP. For additional information on mapping,
please refer to the “Flood Hazard Assessment and Mapping
Requirements” section of this booklet.

13. What is the NFIP's Regular Program?

A community participating in the Regular Program of the NFIP is usually
provided with a Flood Insurance Rate Map (FIRM) and a detailed
engineering study, termed a Flood Insurance Study (FIS). (Additional
information on FIRMs and FISs is provided in the “Flood Hazard
Assessment and Mapping Requirements” section of this booklet.) Under
the Regular Program, more comprehensive floodplain management
requirements are imposed on the community in exchange for higher
amounts of flood insurance coverage.



14. What happens when a community does not enforce its
floodplain management ordinance?

Communities are required to adopt and enforce a floodplain
management ordinance that meets minimum NFIP requirements.
Communities that do not enforce these ordinances can be placed on
probation or suspended from the program. This is done only after FEMA
has provided assistance to the community to help it become compliant.

15. What is probation?

Probation is the formal notification by FEMA to a community that its
floodplain management program does not meet NFIP criteria. Itis an
action authorized under Federal regulations.

16. When can a community be placed on probation?

A community can be placed on probation 90 days after FEMA provides
written notice to community officials of specific deficiencies. Probation
generally is imposed only after FEMA has consulted with the community
and has not been able to resolve deficiencies. The FEMA Regional
Director has the authority to place communities on probation.

17. How long will probation last?

Probation may be continued for up to 1 year after the community
corrects all Program deficiencies and remedies all violations to the
maximum extent possible.

18. What penalties are imposed when a community is placed on
probation?

A $50 surcharge is added to the premium for each policy sold or
renewed in the community. The surcharge is effective for at least 1 year
after the community’s probation period begins. The surcharge is
intended to focus the attention of policyholders on the community’s non-
compliance to help avoid suspension of the community, which has
serious adverse impacts on those policyholders. Probation does not
affect the availability of flood insurance.



19. What is suspension?

Suspension of a participating community (usually after a period of
probation) occurs when the community fails to solve its compliance
problems or fails to adopt an adequate ordinance. The community is
provided written notice of the impending suspension and granted 30
days in which to show cause why it should not be suspended.
Suspension is imposed by FEMA. If suspended, the community
becomes non-participating and flood insurance policies cannot be written
or renewed. Policies in force at the time of suspension continue in force
for the policy term.

20. What happens if a community does not participate in the
NFIP?

Flood insurance under the NFIP is not available within that community.
Furthermore, Section 202(a) of Public Law 93-234, as amended,
prohibits Federal officers or agencies from approving any form of
financial assistance for acquisition or construction purposes in a Special
Flood Hazard Area (SFHA). For example, this would prohibit loans
guaranteed by the Department of Veterans Affairs, insured by the
Federal Housing Administration, or secured by the Rural Housing
Services. Under Section 202(b) of Public Law 93-234, if a Presidentially
declared disaster occurs as a result of flooding in a non-participating
community, no Federal financial assistance can be provided for the
permanent repair or reconstruction of insurable buildings in SFHAs.
Eligible applicants may receive those forms of disaster assistance that
are not related to permanent repair and reconstruction of buildings.

If the community applies and is accepted into the NFIP within 6 months
of a Presidential disaster declaration, these limitations on Federal
disaster assistance are lifted.



21. Explain the discounts on premiums that can be obtained in
communities that qualify for the Community Rating System
(CRS) because they have floodplain management programs
that go beyond the minimum requirements to participate in the
NFIP.

The NFIP’s Community Rating System (CRS) recognizes community
efforts beyond the NFIP minimum standards by reducing flood insurance
premiums for the community’s property owners. The discounts may
range from 5 to 45 percent. The discounts provide an incentive for new
flood mitigation, planning, and preparedness activities that can help save
lives and protect property in the event of a flood.

22. What procedures must be followed for a community to
participate in the Community Rating System?

Participation in the CRS is voluntary. A community in compliance with
the rules and regulations of the NFIP may apply. The community’s Chief
Executive Officer must appoint a CRS coordinator to handle the
application work and serve as the liaison between the community and
FEMA. The first step in the application process is for the community to
obtain a copy of the CRS Coordinator’'s Manual, which describes the
program and gives details on the eligible activities. The CRS coordinator
should fill out and submit an application for participation in the CRS. The
CRS will verify the information and arrange for flood insurance premium
discounts.

23. How can a community acquire the CRS Coordinator’s Manual
and other information describing the program?

The CRS Coordinator’'s Manual, additional CRS publications, and soft-
ware may be ordered online or by writing, phoning, or faxing a request to
the NFIP/CRS. Contact information is listed in the “Additional Reading”
section at the end of the booklet. All publications are free, and the
computer software for completing the application is also available at no
charge.



Flood Insurance Information
for Prospective Buyers

24. Who may purchase a flood insurance policy?

NFIP coverage is available to all owners of insurable property (a building
and/or its contents) in a community participating in the NFIP. Owners
and renters may insure their personal property against flood loss.
Builders of buildings in the course of construction, condominium
associations, and owners of residential condominium units in
participating communities all may purchase flood insurance.

Condominium associations may purchase insurance coverage on a
residential building, including all units, and its commonly owned contents
under the Residential Condominium Building Association Policy
(RCBAP). The unit owner may separately insure personal contents as
well as obtain additional building coverage under the Dwelling Form as
long as the unit owner’s share of the RCBAP and his/her added
coverage do not exceed the statutory limits for a single-family dwelling.
The owner of a non-residential condominium unit may purchase only
contents coverage for that unit.

25. How can property owners or renters find out if they are eligible
to purchase flood insurance?

NFIP coverage is available only in participating communities. Almost all
of the nation’s communities with serious flooding potential have joined
the NFIP. The NFIP provides a listing of participating communities in the
Community Status Book. To learn if a community participates in the
NFIP, refer to this listing online at www.fema.gov/fema/csb.shtm or
contact a community official or insurance agent.

26. How can a property owner determine if the property is in a
Special Flood Hazard Area (SFHA)?

FEMA publishes maps indicating a community’s flood hazard areas and
the degree of risk in those areas. Flood insurance maps usually are on
file in a local repository in the community, such as the planning and
zoning or engineering offices in the town hall or the county building. A
property owner may consult these maps to find out if the property is in an
SFHA.

In addition, maps can be viewed and ordered online or by writing,
phoning, or faxing a request to the FEMA Map Service Center. Contact
information is listed in the “NFIP Program Information” section at the
back of this booklet. Delivery is usually within 2 to 4 weeks. There is a
minimal charge for maps for most users, so it is advisable to call for
detailed information.
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27. What types of property may be insured against flood loss?

Almost every type of walled and roofed building that is principally above
ground and not entirely over water may be insured if it is in a
participating community. In most cases, this includes manufactured (i.e.,
mobile) homes that are anchored to permanent foundations and travel
trailers without wheels that are anchored to permanent foundations and
are regulated under the community's floodplain management and
building ordinances or laws. (However, this does not include converted
buses or vans.) Contents of insurable walled and roofed buildings also
may be insured under separate coverage.

28. What kinds of property are not insurable under the NFIP?

Buildings entirely over water or principally below ground, gas and liquid
storage tanks, animals, birds, fish, aircraft, wharves, piers, bulkheads,
growing crops, shrubbery, land, livestock, roads, machinery or
equipment in the open, and most motor vehicles are not insurable. Most
contents and finishing materials located in a basement or in enclosures
below the lowest elevated floor of an elevated building constructed after
the FIRM became effective are not covered. (See “Coverage” section
for coverage limitations in basements and below lowest elevated floors.)
Information on the insurability of any special property may be obtained
by contacting a property insurance agent or a broker.

29. Arethere certain buildings that cannot be covered?

Flood insurance is not available for buildings that FEMA determines
have been declared by a State or local zoning authority or other
appropriate authority to be in violation of State or local floodplain
management regulations or ordinances. No new policies can be written
to cover such buildings; nor can an existing policy be renewed.

New construction or substantially improved structures located within a
designated Coastal Barrier Resources System (CBRS) area are not
eligible for flood insurance, but existing structures that predate CBRS
designation are eligible for flood insurance coverage. These areas are
located in nearly 400 communities on the Atlantic and Gulf coasts and
along the Great Lakes shores, and are delineated on the communities’
flood maps. If, at the time of a loss, it is determined that a post-CBRS-
designation building is located in a CBRS area, the claim will be denied,
the policy canceled, and the premium refunded. (See the answers to
Questions 44 and 45 for a description of CBRS.)
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30. How is flood insurance purchased?

After a community joins the NFIP, a policy may be purchased from any
licensed property insurance agent or broker who is in good standing in
the State in which the agent is licensed or through any agent
representing a Write Your Own (WYQ) company, including an employee
of the company authorized to issue the coverage.

The steps leading to the purchase of a flood insurance policy are:

= A property owner or renter perceives a risk of flooding to an insurable
building or its contents and elects to purchase flood insurance, or a
lender making, renewing, increasing, or extending a loan, or
reviewing its mortgage portfolio at any time during the term of the
loan, informs the builder or potential buyer that the building is in a
Special Flood Hazard Area (SFHA) and flood insurance must be
purchased as required by the Flood Disaster Protection Act of 1973
and the National Flood Insurance Reform Act of 1994. The builder or
borrower contacts an insurance agent or broker or a Write Your Own
(WYO) Company.

= The insurance agent completes the necessary forms for the builder
or buyer. In the case of a building constructed in an SFHA after the
issuance of a Flood Insurance Rate Map (FIRM), the builder or buyer
must obtain an elevation certificate completed by a licensed
engineer, architect, surveyor, or appropriate community official.

= The insurance agent submits the application, necessary elevation
certification, and full premium to the NFIP or to a participating WYO
Company.

31. How are flood insurance premiums calculated?

A number of factors are considered in determining the premium for flood
insurance coverage. They include the amount of coverage purchased;
location; age of the building; building occupancy; design of the building;
and, for buildings in SFHAS, elevation of the building in relation to the
Base Flood Elevation (BFE). Buildings eligible for special low-cost
coverage at a pre-determined, reduced premium rate are single-family
dwellings, one- to four-family dwellings, and non-residential buildings
located in moderate-risk Zones B, C, and X, with specified loss
limitations. (See the “Flood Hazard Assessment and Mapping
Requirements” section for definitions of flood zones.)

11



32. Is the purchase of flood insurance mandatory?

The Flood Disaster Protection Act of 1973 and the National Flood
Insurance Reform Act of 1994 mandate the purchase of flood insurance
as a condition of Federal or Federally related financial assistance for
acquisition and/or construction of buildings in SFHAs of any community.
The purchase of flood insurance on a voluntary basis is frequently
prudent even outside of SFHASs.

The Acts prohibit Federal agency lenders, such as the Small Business
Administration (SBA) and United States Department of Agriculture’s
(USDA) Rural Housing Service, and Government-Sponsored Enterprises
for Housing (Freddie Mac and Fannie Mae) from making, guaranteeing,
or purchasing a loan secured by improved real estate or mobile home(s)
in an SFHA, unless flood insurance has been purchased, and is
maintained during the term of the loan.

The Acts apply to lenders under the jurisdiction of Federal entities for
lending institutions. These Federal entities include the Board of
Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, the Comptroller of the Currency, the Office of
Thrift Supervision, the National Credit Union Administration, and the
Farm Credit Administration. The Acts also require Freddie Mac and
Fannie Mae to implement procedures designed to ensure compliance
with the mandatory purchase requirements of the Acts.

The purchase of flood insurance does not apply to conventional loans
made by Federally regulated lenders when the community in which the
building is located is not participating in the NFIP. Although Federal
flood insurance is not available for new construction or substantially
improved structures in CBRS areas, conventional loans may be made
there by Federally regulated lenders. In these cases, the lending
institution is required to notify the borrower that, in the event of a flood-
related Presidentially declared disaster, Federal disaster assistance will
not be available for the permanent repair or restoration of the building.
Federally regulated or insured lending institutions are required in all
cases to notify the borrower when the building being used to secure a
loan is in an SFHA.
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33. Why is there arequirement to purchase flood insurance in
communities that have not suffered flooding in many years or
ever?

A major purpose of the NFIP is to alert communities to the danger of
flooding and to assist them in reducing potential property losses from
flooding. Therefore, FEMA determines flood risk through the use of all
available information for each community. Historical flood data are only
one element used in determining flood risk. More critical determinations
can be made by evaluating the community’s rainfall and river-flow data,
topography, wind velocity, tidal surge, flood-control measures, develop-
ment (existing and planned), community maps, and other data.

34. Why is my lender requiring the purchase of flood insurance?

For virtually every mortgage transaction involving a structure in the
United States, the lender reviews the current NFIP maps for the
community in which the property is located to determine its location
relative to the published SFHA and completes the Standard Flood
Hazard Determination Form (SFHDF). If the lender determines that the
structure is indeed located within the SFHA and the community is
participating in the NFIP, the borrower is then notified that flood
insurance will be required as a condition of receiving the loan. A similar
review and notification is completed whenever a loan is sold on the
secondary loan market or perhaps when the lender completes a routine
review of its mortgage portfolio. This fulfills the lender’s obligation under
the Flood Disaster Protection Act of 1973 and the National Flood
Insurance Reform Act of 1994 that requires the purchase of flood
insurance by property owners who are being assisted by Federal
programs or by Federally regulated institutions in the acquisition or
improvement of land, or facilities, or structures located or to be located
within an SFHA.

35. Arelenders required to escrow flood insurance payments?

The statute requiring Federally regulated lenders, their services, and
Federal Agency lenders to escrow for flood insurance became effective
on October 1, 1996. If escrow for taxes, insurance, and/or other reasons
is already required, escrow for flood insurance on loans secured by
improved residential real estate or mobile homes is also required.
Lenders who escrow will comply 100 percent with the statutory
requirement by maintaining flood insurance during the term or life of the
loan.
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36. What if | disagree with my lender’s determination that | am in
the flood zone?

Property owners may not contest the requirement if the lending
institution has established the requirements as a part of its own standard
lending practices. However, if a lending institution is requiring the
insurance to meet mandatory flood insurance purchase requirements,
the property owner and lender may jointly request that FEMA review the
lending institution’s determination. This request must be submitted
within 45 days of the date the lending institution notified the property
owner that a building or manufactured home is in the SFHA and flood
insurance is required. In response, FEMA will issue a Letter of
Determination Review (LODR). The LODR does not result in an
amendment or revision to the NFIP map. Itis only a finding as to
whether the building or manufactured home is in the SFHA shown on the
NFIP map. The LODR remains in effect until the NFIP map panel
affecting the subject building or manufactured home is revised.

37. What fees and data are required for LODRs?

A fee of $80 must be submitted with all LODR requests. The fee
payment may be in the form of a check or money order, in U.S. funds,
made payable to the “National Flood Insurance Program.” The fee must
be accompanied by copies of the following: (1) the completed SFHDF,;
(2) the dated notification letter to the property owner; (3) a letter, signed
by the property owner and lending institution, requesting FEMA's review;
(4) an annotated copy of the effective NFIP map panel for the community
showing the location of the structure or manufactured home; and (5) a
copy of all material used by the lending institution or designated third
party to make the determination.

38. How many buildings or locations (and their contents) may be
insured on each policy?

Normally, only one building and its contents can be insured on each
policy. The Dwelling Form of the Standard Flood Insurance Policy does
provide coverage for up to 10 percent of policy amount for appurtenant
detached garages but not for carports, tool and storage sheds, and the
like. In addition, the Scheduled Building Policy is available to cover 2 to
10 buildings. The policy requires a specific amount of insurance to be
designated for each building, and all buildings must have the same
ownership and the same location.
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39. What is the flood insurance policy term?
Flood insurance coverage is available for a 1-year term.
40. Is there a minimum premium for a flood insurance policy?

There is a minimum premium for all flood insurance policies. Because
the minimum premium is subject to change, anyone interested in
purchasing a flood insurance policy should contact a local property
insurance agency or company that writes flood insurance coverage to
obtain the current minimum premium amount.

41. Is there a waiting period for flood insurance to become
effective?

There is normally a 30-day waiting period before flood insurance goes
into effect. There are two basic exceptions:

= If the initial purchase of flood insurance is in connection with the
making, increasing, extending, or renewing of a loan, there is no
waiting period. The coverage becomes effective at the time of the

loan, provided the application and presentment of premium are made

at or prior to loan closing.

= |f the initial purchase of flood insurance is made during the 13-month
period following the revision or update of a Flood Insurance Rate
Map for the community, there is a 1-day waiting period.

In addition to the two basic exceptions, FEMA has issued a policy
decision specifying the following four exceptions:

= The 30-day waiting period will not apply when there is an existing
insurance policy and an additional amount of flood insurance is
required in connection with the making, increasing, extending, or

renewing of a loan, such as a second mortgage, home equity loan, or
refinancing. The increased amount of flood coverage will be effective

as of the time of the loan closing, provided the increased amount of
coverage is applied for and the presentment of additional premium is
made at or prior to the loan closing.

= The 30-day waiting period will not apply when an additional amount
of insurance is required as a result of a map revision. The increased
amount of coverage will be effective at 12:01 a.m. on the first
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calendar day after the date the increased amount of coverage is
applied for and the presentment of additional premium is made.

= The 30-day waiting period will not apply when flood insurance is
required as a result of a lender’s determining a loan that does not
have flood insurance coverage should be protected by flood
insurance. The coverage will be effective upon the completion of an
application and the presentment of payment of premium.

= The 30-day waiting period will not apply when an additional amount
of insurance offered in the renewal bill is being obtained in
connection with the renewal of a policy.

42. What is “presentment of payment”?

“Presentment of payment” is the receipt of premium and is considered to
be the time payment is actually received by the NFIP or the WYO
company. Delivery to an insurance agent or broker or mailing a
premium by ordinary mail with placement of a postmark does not
constitute presentment to the NFIP.

A premium mailed in a timely manner by certified mail and received by
the NFIP is considered to have been delivered to and received by the
NFIP as of the date of certification by the delivery service. (In this
context, the term "certified mail" extends not only to the U.S. Postal
Service but also to such third-party delivery services as Federal Express
[FedEXx], United Parcel Service [UPS], and courier services and the like
that provide proof of mailing.) If time is short and coverage is needed,
the certified mail transmittal of payment should be considered.

43. Is there a special rating procedure applicable to coastal high
hazard areas (V zones)?

In calculating the applicable rates for buildings that were constructed or
substantially improved in V zones after October 1, 1981, the actuarial
formula takes into account the ability of the building to withstand the
impact of wave action. The agent must follow the special instructions in
the NFIP Flood Insurance Manual in preparing an application for
coverage for buildings located in V zones. (See the “Flood Hazard
Assessment and Mapping Requirements” section for a further
explanation of V zones.)
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44. What is the Coastal Barrier Resources System?

The U.S. Congress passed the Coastal Barrier Resources Act of 1982,
and the Coastal Barrier Improvement Act of 1990, defining and
establishing a system of protected coastal areas (including the Great
Lakes) known as the Coastal Barrier Resources System (CBRS) and
Otherwise Protected Areas (OPAs). The Acts define areas within the
CBRS as depositional geologic features consisting of unconsolidated
sedimentary materials; subject to wave, tidal and wind energies; and
protecting landward aquatic habitats from direct wave attack. The Acts
further define coastal barriers as “all associated aquatic habitats,
including the adjacent wetlands, marshes, estuaries, inlets and near
shore waters, but only if such features and associated habitats contain
few manmade structures and these structures and man’s activities on
such features, and within such habitats do not significantly impede
geomorphic and ecological processes.” Otherwise Protected Areas
(OPAs) means an undeveloped coastal barrier within the boundaries of
an area established under Federal, State, or local law, or held by a
qualified organization, primarily for wildlife refuge, sanctuary,
recreational, or natural resource conservation purposes. The Acts
provide protection to CBRS areas by prohibiting most expenditures of
Federal funds within the CBRS. These prohibitions refer to “any form of
loan, grant, guarantee, insurance, payment, rebate, subsidy or any other
form of direct or indirect Federal assistance,” with specific and limited
exceptions.

45. Is Federal flood insurance available in CBRS?

Federal flood insurance is available in a CBRS area if the subject
building was constructed (or permitted and under construction) before
the CBRS area’s effective date. For CBRS areas designated by the
1982 Act, the sale of Federal flood insurance is prohibited for structures
built or substantially improved after October 1, 1983. For subsequent
additions to the CBRS, the insurance prohibition date is shown on the
Flood Insurance Rate Map (FIRM). For structures located in OPAs,
insurance may be obtained if written documentation is provided certifying
that the structure is used in a manner consistent with the purpose for
which the area is protected. If an existing insured structure is
substantially improved or damaged, any Federal flood insurance policy
will not be renewed. If a Federal flood insurance policy is issued in error,
it w