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(e) In the implementation of the Na-
tional Flood Insurance Program. (1)
The Federal Insurance Administration
shall make identification of all coastal
high hazard areas a priority;

(2) Beginning October 1, 1981, the
Federal Insurance Administration of
FEMA may only provide flood insur-
ance for new construction or substan-
tial improvements in a coastal high
hazard area if:

(1) Wave heights have been designat-
ed for the site of the structure either
by the Director of FEMA based upon
data generated by FEMA or by an-
other source, satisfactory to the Direc-
tor; and

(i) The structure is rated’ by FEMA-
FIA based on a system which reflects
the capacity to withstarid the effects
of the 100-year frequency flood includ-
ing, but not limited to, the following
factors:

(A) Wave heights;

(B) The ability of the structure to
withstand the force of waves.

(3)X(i) FEMA shall accept and take
fully into account information submit-
ted by a property owner indicating
that the rate for a particular structure.
is too high based on the ability of the
structure to withstand the force of
waves. In order to obtain a rate adjust-
ment, a property owner must submit
to FEMA specific information regard-
ing the structure and its immediate
environment. Such information must
be certified by a registered profession-
al architect or engineer who has de-
monstrable experience and compe-
tence in the fields of foundation, soils,
and structural engineering. Such in-
formation should include:

(A) Elevation of the structure
(bottom of lowest floor beam) in rela-
tion to the Base Flood Elevation in-
cluding wave height;

§9.1

(B) Distance of the structure from
the shoreline;

(C) Dune protection and other envi-
ronmental factors;

(D) Description of the buﬂding sup-
port system; and

(E) Other relevant building details.

Adequate completion of the “V-Zone
Risk Factor Rating Form” is sufficient
for FEMA to determine whether a
rate adjustment is appropriate. The
form is available from and applica-
tions for rate adjustments should be
submitted to:

National Flood Insurance Program
Attention: V-Zone Underwriting Specialist
9901-A George Palmer Highway

Lanham, MD 20706

Pending a determination on a rate ad-
justment, insurance will be issued at
the class rate. If the rate adjustment
is granted, a refund of the appropriate
portion of the premium will be made.
Unless a property owner is seeking an
adjustment of the rate prescribed by
FEMA-FIA, thi; information need not

_ be submitted.

(i) FIA shall notify communities
with coastal high hazard areas and
federally related lenders in such com-
munities, of the provisions of this

paragraph. Notice to the lenders may

be accomplished by the Federal instru-
mentalities to which the lenders are
related.

(4) In any case in which the Region-
al Director has been, pursuant to
§ 9.11(dX1); precluded from providing
assistance for a new or substantially
improved structure in a floodway, FIA
may not provide a new or renewed
policy of flood insurance for that
structure.

115/ 116




§ 59.1

44 CFR Ch. | (10-1-88 Edition)

SUBCHAPTER B—INSURANCE AND HAZARD MITIGATION

EprroriaL NoTe: Nomenclature changes to Subchapter B appear at 44 FR 31177, May 31,

1979 and 44 FR 62517, October 31, 1979.

PARTS 50-54 [RESERVED]

NATIONAL INSURANCE
DEVELOPMENT PROGRAM

PARTS 55-58 [RESERVED]

NATIONAL FLOOD INSURANCE |
PROGRAM

PART 59—GENERAL PROVISIONS

Subpart A—General
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AUTHORITY: 42 U.S.C. 4001 et seq.; Reorga-
nization Plan No. 3 of 1978; E.O. 12127.

Subpart A—General

§59.1 Definitions.

As used in this subchapter—

“Act” means the statutes authoriz-
ing the National Flood Insurance Pro-
gram ‘that are incorporated-in 42
U.S.C. 4001-4128.

“Actuarial rates”’—see “risk premi-
um rates.”

“Administrator” means the Federal
Insurance Administrator.

“Agency” means the Federal Emer-
gency Management Agency, Washing-

ton DC.
"Alluvial fan flooding”
means flooding occurring on

the surface of an alluvial
fan or stmilar landform which
originates at the apex and is
characterized by high-veloc-
ity flows; active processes
of erosion, sediment trans-—
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port, and deposition; and
unpredictable flow paths.
"Apex” means a point on an

alluvial fan or similar land-
form below which the flow
path of the major stream
that formed the fan becomes’
unpredictable and alluvial

fan flooding can occur.

“Applicant” means a community
which indicates a desire to participate
in the Program.

‘“Appurtenant structure” means a
structure which is on the same parcel
of property as the principal structure
to be insured and the use of which is
incidental to the use of the principal
structure. : : i

“Area of shallow flooding” means a
designated AO, AH, or VO zone on a
community’s Flood Insurance Rate

Map (FIRM) with a one percent or

greater annual chance of flooding to
an average depth of one to three feet
where a clearly defined channel does
not exist, where the path of flooding is
unpredictable and where velocity flow
may be evident. Such flooding is char-
acterized by ponding or sheet flow.

‘“Area of special flood-related erosion
hazard” is the land within a communi-
ty which is most likely to be subject to
severe flood-related erosion losses. The
area may be designated as Zone E on
the Flood Hazard Boundary Map
(FHBM). After the detailed evaluation
of the special flood-related erosion
hazard area in preparation for publica-
tion of the FIRM, Zone E may be fur-
ther refined.

“Area of special flood hazard” is the
land in the flood plain within a com-
munity subject to a one percent or
greater chance of flooding in any
given year. The area may be designat-
ed as Zone A on the FHBM. After de-
tailed ratemaking has been completed
in preparation for publication of the
FIRM, Zone A usually is refined into
Zomnes A, AO, AH, A1-30, AE, A99, VO,
or V1-30, VE,or V. -

“Area of special mudslide (i.e., mud-
Jlow) hazard” is the land within a
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community most likely to be subject to
severe mudslides (i.e., mudflows). The
area may be designated as Zone M on
the FHBM. After the detailed evalua-
tion of the special mudslide (i.e., mud-
flow) hazard area in preparation for
publication of the FIRM, Zone M may
be further refined. s

“Associate Director’” means the As-
sociate Director, State and Local Pro-
grams, and Support.

“Base flood” means the flood having
a one percent chance of being equalled
or exceeded in any given year.

‘“Basement” means any area of the
building having its floor subgrade
(below ground level) on all sides.

“Breakaway wall” means a wall that
is not part of the structural support of
the building and is intended through
its design and construction to collapse
under specific lateral loading forces,
without causing damage to the elevat-
ed portion of the building or support-
ing foundation system.

“Building”’—see “structure.”

“Chargeable rates” mean the rates
established by the Administrator pur-
suant to section 1308 of the Act for
first layer limits of flood insurance on
existing structures.

“Chief Ezecutive Officer” of the
community (“CEOQO”) means the offi-
cial of the community who is charged
with the authority to implement and
administer laws, ordinances and regu-
lations for that community.

“Coastal high hazard area” means
an area of special flood hazard extend-
ing from offshore to the inland limit
of a primary frontal dune along an
open coast and any other area subject
to high velocity wave action from
storms or seismic sources.

“Communily” means any State or
area or political subdivision thereof, or
any Indian tribe or authorized tribal
organization, or Alaska Native village
or authorized native organization,
which has authority to adopt and en-
force flood plain management regula-
tions for the areas within its jurisdic-
tion.

“Contents coverage” is the insurance
on personal property within an en-
closed structurg, including the cost of
debris removal, and the reasonable
cost of removal of contents to mini-
mize damage. Personal property may
be household goods usual or incidental
to residential occupancy, or merchan-
dise, furniture, fixtures, machinery,
equipment and supplies usual to other
than residential occupancies.
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“Criteria” means the comprehensive
criteria for land management and use
for flood-prone areas developed under
42 US.C. 4102 for the purposes set
forth in Part 60 of this subchapter.

“Critical feature” means an integral
and readily identifiable part of a flood
protection system, without which the
flood protection provided by the entire’
system would be compromised.

“Curvilinear Line’” means the
border on either a FHBM or FIRM
that delineates the special flood,
mudslide (i.e., mudflow) and/or flood-
related erosion hazard areas and con-
sists of a curved or contour line that
follows the topography.

“Deductible” means the fixed
amount or percentage of any loss cov-
ered by insurance which is borne by
the insured prior to the insurer’s li-
ability.

“Development” means any man-
made change to improved or unim-
proved real estate, including but not
limited to buildings or other struc-
tures, mining, dredging, filling, grad-
ing, paving, excavation or drilling op-
erations or storage of equip—

ment or materials.

“Director’” means the Director of the
Federal , Emergency Management
Agency. -

“Eligidle community” or ‘“partici-
pating community’ means a communi-
ty for which the Administrator has au-
thorized the sale of flood insurance
under the National Flood Insurance
Program.

“Elevated building” means a non-
basement building (i) built, in the case
of a building in Zones A1-30, AE, A,
A99, A0, AH, B, C, X, or D, to have the
top of the elevated floor, or in the case
of a building in Zones V1-30, VE, or V,
to have the bottom of the lowest hori-
zontal structure member of the elevat-
ed floor elevated above the ground
level by means of pilings, columns
(posts and piers), or shear walls paral-
lel to the flow of the water and (ii)
adequately anchored so as not to
impair the structural integrity of the
building during a flood of up to the
magnitude of the base flood. In the
case of Zones Al-30, AE, A, A99, A0,
AH, B, C, X, or D, “elevated building”
also includes a building elevated by
means of fill or solid foundation pe-
rimeter walls with openings sufficient
to facilitate the unimpeded movement
of flood waters. In the case of Zones
V1-30, VE, or V, “elevated building”
also includes a building otherwise
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meeting the definition of “elevated
building”’, even though the lower area
is enclosed by means of breakaway
walls if the breakaway walls meet the
standards of § 60.3(eX5).

“Emergency Flood Insurance Pro-
gram” or “emergency program’ means
the Program as implemented on an
emergency basis in accordance with
section 1336 of the Act. It is intended
as a program to provide a first layer
amount of insurance on all insurable
structures before the effective date of
the initial FIRM.

«“Erosion” means the process of the
gradual wearing away of land masses.
This peril is not per se covered under
the Program.

“Erception” means a waiver from
the provisions of Part 60 of this sub-
chapter directed to a community
which relieves it from the require-
ments of a rule, regulation, order or
other determination made or issued
pursuant to the Act.

“Eristing construction,” means for
the purposes of determining rates,
structures for which the “start of con-
struction” commenced before the ef-
fective date of the FIRM or before
January 1, 1975, for FIRMs effective
before that date. “Existing construc-

- tion” may also be referred to as “exist-
ing structures.”

"Existing manufactured home

park or subdivision” means a .

manufactured home park or
subdivision for which the
construction of facilities
for servicing the lots on
which the manufactured homes

are to be affixed (including,

at a minimum, the installa-

tion of utilities, the con-~
struction of streets, and
either final site grading or

the pouring of concrete pads)

is completed before the ef-
fective date of the flood-
plain mandgement regulations
adopted by a community.
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“Eristing structures” see ‘“existing
construction.”

"Expansion to an existing
manufactured home park or
subdivision” means the prep—
aration of additional sites
by the construction of facil-
ities for servicing the lots
on which the manufactured
homes are to be affixed (in-
cluding the installation of
utilities, the construction

of streets, and either final
site grading or the pouring
of concrete pads).

“Federal agency” mieans any depart-
ment, agency, corporation, or other
entity or Instrumentality of the execu-
tive branch of the Federal Govern-
ment, and includes the Federal Na-
g:g:lm Mg:tg:g;o Association and the
g e L MER Cieno-

“Federal instrumentality responsidle’
Jor the supervision, approval, regula-
tion, or msyring of banks, savings and
loan 'gssoczations, or similar institu-
tions’’ means the Board of Governors
of the Federal Reserve System, the
Federal Deposit Insurance Corpora-
tion, the Comptroller of the Currency
the Federal Home Loan Bank Boa.rd'
the Fecdera.l Savings and Loan Insu.r:
ance Corporation, and th
Credit Union Admimstratiorex. SRS

“Financial assistance’” means any
form of loan, grant, guaranty, insur-
ance, payment, rebate, subsidy, disas-
ter assistance loan or gra.nt.yor any
other form of direct or indirect Feder-
:.1 pe:f:listance, other than general or

revenue sharing or
gra.nt.s made to States. s

“Financial assistance for acquisi-
tion or construction purposes’” means
any form of financial assistance which
is intended in whole or in part for the
acquisition, construction, reconstruc-
tion, repair, or improvement of any
publicly or privately owned building or
mobile home, and for any machinery,
equipment, fixtures, and furnishings
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contained or to be contained therein,
and shall include the purchase or sub-

. sidization of mortgages or mortgage

loans but shall exclude assistance pur-
suant to the Disaster Relief Act of
1974 other than assistance under such
Act in connection with a flood. It in-
cludes only financial assistance insur-
able under the Standard Flood Insur-
ance Policy.

“First-layer coverage” is the maxi-
mum amount of structural and con-
tents - insurance coverage available
under the Emergency Program.

“Flood” or “Flooding” means:

(a) A general and temporary condi-
tion of partial or complete inundation
of normally dry land areas from:

(1) The overflow of inland or tidal
waters. -

(2) The unusual and rapid accumula-
tion or runoff of surface waters from
any source.

(3) Mudslides (i.e., mudflows) which
are proximately caused by flooding as

defined in paragraph (aX2) of this def--

inition and are akin to a river of liquid
and flowing mud on the surfaces of
normally dry land areas, as when
earth is carried by a current of water
and deposited along the path of the
current.

(b) The collapse or subsidence of
land along the shore of a lake or other
body of water as a result of erosion or
undermining caused by waves or cur-
rents of water exceeding anticipated
cyclical levels or suddenly caused by
an unusually high water level in = nat-
ural body of water, accompanied by a
severe storm, or by an unanticipated
force of nature, such as flash flood or
an abnormal tidal surge, or by some
similarly unusual and unforeseeable
event which results in flooding as de-
fined in paragraph (a)(1) of this defi-
nition. )

“Flood elevation determination”
means a determination by the Admin-
istrator of the water surface elevations
of the base flood, that is, the flood
level that has a one percent or greater
chance of occurrence in any given
year.

“Flood elevation study’” means an
examinatiory, evaluation and determi-
nation of flood hazards and, if appro-
priate, corresponding water surface
elevations, or an examination, evalua-
tion and determination of mudslide
(i.e., mudflow) and/or flood-related
erosion hazards.
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“Flood Hazard Boundary Map”
(FEHBM) means an official map of a
community, issued by the Administra-
tor, where the toundaries of the flood,
mudslide (i.e., mudflow) related ero-
sion areas having special hazards have
%‘een designated as Zones A, M, and/or

“Flood insurance” means the insur-
ance coverage provided under the Pro-
gram.

“Flood Insurance Rate. Map”
(FIRM) means an official map of a
community, on which the Administra-
tor has delineated both the special
hazard areas and the risk premium
zones applicable to the community.

“Flood Insurance Study” see ‘“flood
elevation study.”

“Flood plain” or “flood-prone area”
means any land area susceptible to
being inundated by water from any
source (see definition of “flooding”).

“Flood plain management” means
the operation of an overall program of
corrective and preventive measures for
reducing flood damage, including but
not limited to emergency preparedness
plans, flood control works and flood
plain management regulations. -

“Flood plain management regula-
tions” means zoning ordinances, subdi-
vision  regulations, building codes,
health regulations, special purpose or-
dinances (such as a flood plain ordi-
nance, grading ordinance and erosion
control ordinance) and other applica-
tions of police power. The term de-
scribes such state or local regulations,
in any combination thereof, which
provide standards for the purpose of
flood damage prevention and reduc-
tion.

“Flood protection system” means
those physical structural works for
which funds have been authorized, ap-
propriated, and expended and which
have been constructed specifically to
modify flooding in order to reduce the
extent of the area within a community
subject to a “special flood hazard” and
the extent of the depths of associated
flooding. Such a system typically in-
cludes hurricane tidal barriers, dams,
reservoirs, levees or dikes. These spe-
cialized flood modifying works are
those constructed in conformance
with sound engineering standards.

“Flood proofing” means any combi-
nation of structural and non-structur-
al additions, changes, or adjustments
to structures which reduce or elimi-
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nate flood damage to real estate or im-
proved real property, water and sani-
tary facilities, structures and their
contents.

“Flood-related erosion” means the
collapse or subsidence of land along
the shore of a lake or other body of
water as a result of undermining
caused by waves or currents of water
exceeding anticipated cyclical levels or
suddenly caused by an unusually high

44 CFR Ch. | (10-1-88 Edition)

“General Counsel” means the Gen-
eral Counsel of the Federal Emergen-
cy Management Agency.

“Highest adjacent grade’ means the
highest natural elevation of the
ground surface prior to construction
next to the proposed walls of a struc-
ture. g

“"Historic Sttucture"~means
any structure that is:

water level in a natural body of water,
accompanied by a severe storm, or by
an unanticipated force of nature, such
as a flash flood or an abnormal tidal
surge, or by some similarly unusual
and unforeseeable event which results

(a) Listed individually in
the National Register of His-
toric Places (a listing main-
tained by the Department of
b i Interior) or preliminarily

“Flood-related erosion area” or determined by the Secretary
flood-related erosion prone area of the Interior as meeting

means a land area adjoining the shore
of a lake or other body of water, which the requirements for individ-

due to the composition of the shore- ual 1listing on the National
line or bank and high water levels or Register:
wind-driven currents, is likely to suffer g ’
flood-related erosion damage. . (b) Certified or prelimi-

‘“Flood-related erosion area manage-
ment” means the operation of an over-
all program of corrective and preven-
tive measures for reducing flood-relat-
ed erosion damage, including but not
limited to emergency preparedness
plans, flood-related erosion control
works, and flood plain management

narily determined by the Sec-
retary of the Interior as
contributing to the historical
significance of a registered
historic district or a dis-
trict preliminarily determined

‘regulations. by the Secretary to qualify
w;‘;‘zﬁ;odway —see “regulatory flood- as a registered historic dis-
“Floodway encroachment lines” trict;

(¢) Individually listed on
a state inventory of historic
places in states with historic
preservation programs which
have been approved by the Sec-.
retary of Interior; or

(d) 1Individually listed on
a local inventory of historic
places in communities with

historic preservation programs

mean the lines marking the limits of
floodways on Federal, State and local
flood plain maps.

‘“Freeboard” means a factor of safety
usually expressed in feet above a flood
level for purposes of flood plain man-
agement. ‘“Freeboard” tends to com-
pensate for the many unknown factors
that could contribute to flood heights
greater than the height calculated for
a selected size flood and floodway con-
ditions, such as wave action, bridge
openings, and the hydrological effect

of urbanization of the watershed. that have been certified
“Functionally dependent use’” means either:

a use which cannot perform its intend- (1) B d -

ed purpose unless it is located or car- y an approved state

ried out in close proximity to water.
The term includes only docking facili-
ties, port facilities that are necessary
for the loading and unloading of cargo
or passengers, and ship building and
ship repair facilities, but does not in-
clude long-term storage or related
manufacturing facilities.
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program as determined by the
Secretary of the Interior or

(2) Directly by the Secre-
tary of the Interior in states
without approved programs.

“Independent scientific body” means
a non-federal technical or scientific or-
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ganization involved in the study of
land use planning, flood plain manage-
ment, hydrology, geology, geography,
or any other related field of study con-
cerned with flooding.

“Insurance adjustment organiza-
tion” means any organization or
person engaged in the business of ad-
justing loss claims arising under the
Standard Flood Insurance Policy.

“Insurance company’” or ‘“‘insurer”
means any person or organization au-
thorized to engage in the insurance
business under the laws of any State.

“Levee” means a man-made struc-
ture, usually an earthen embankment,
designed and constructed in accord-
ance with sound engineering practices
to contain, control, or divert the flow
of water so as to provide protection
from temporary flooding.

“Levee System” means a flood pro-
tection system which consists of a
levee, or levees, and associated struc-
tures, such as closure and drainage de-
vices, which are constructed and oper-
ated in accordance with sound engi-
neering practices.

“Lowest Floor” means the lowest
floor of the lowest enclosed area (in-
cluding basement). An unfinished or
flood resistant enclosure, usable solely
for parking of vehicles, building access
or storage in an area other than a
basement area is not considered a
building’s lowest floor; Provided, that
such enclosure is not built so as to
render the structure in violation of
the applicable non-elevation design re-
quirements of § 60.3.

“Mangrove stand’” means an assem-
blage of mangrove trees which are
mostly low trees noted for a copious
development of interlacing adventi-
tious roots  above the ground and
which contain one or more of the fol-
lowing species: Black mangrove (Avi-
cennia Nitida); red mangrove (Rhizo-
phora Mangle); white mangrove (Lan-
guncularia Racemosa); and button-
wood (Conocarpus Erecta).

"Manufactured home"” means

a structure, transportable in

one or more sections, which

is built on a permanent chas-

sis and 1is designed for use
with or without a permanent
foundation when attached to
the required utilities. The

term "manufactured home” does

not include a "recreational
vehicle”.
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“Manufactured home park or subdi-
vision” means a parcel (or contiguous
parcels) of land divided into two or
more manufactured home lots for rent
or sale.

“Map” means the Flood Hazard
Boundary Map (FHBM) or the Flood
Insurance Rate Map (FIRM) for a
community issued by the Agency.

“Mean sea level” means, for pur-
poses of the National Flood Insurance
Program, the National Geodetic Verti-
cal Datum (NGVD) of 1929 or other
datum, to which base flood elevations
shown on a community’s Flood Insur-
ance Rate Map are referenced.

“Mudslide” (ie., mudflow) describes
a condition where there is a river, flow
or inundation of liquid mud down a
hillside usually as a result of a dual
condition of loss of brush cover, and
the subsequent accumulation of water
on the ground preceded by a period of

~ unusually heavy or sustained rain. A

mudslide (i.e., mudflow) may occur as
4 distinct phenomenon while a land-
slide is in progress, and will be recog-
nized as such by the Administraior
only if the mudflow, and not the land-
slide, is the proximate cause of
damage that occurs.

“Mudslide (i.e., mudflow) area man-
agement” means the operation of an
overall program of corrective and pre-
ventive measures for reducing muds-
lide (i.e., mudflow) damage, including
but not limited to emergency pre-
parecness plans, mudslice control
works, and flood plain management
regulations.

“Mudslide (ie., mudflow) prone
area” means an area with land sur-
faces and slopes of unconsolidated ma-
terial where the history, geology and
climate indicate a potential for mud-
flow.

“New construction” means, for the
purposes of determining insurance
rates, structures for which the “start
of construction” commenced on or
after the effective date of an initial
FIRM or after December 31, 1974,

whichever is later, and in-
cludes any subsequent Iim-

provements to such structures.

For floodplain management
purposes, "new construction”

means structures for which the

“start of construction” commenced on

or after the effective date of a flood
plain management regulation adopted
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by a community and includes
any subsequent improvements
to such structures.

"New manufactured home park
or subdivision" means a manu-
factured home park or subdi-
vision for which the con-
struction of facilities for
servicing the lots on which
the manufactured homes are to
be affixed (including at a
minimum, the installation of
utilities, the construction
of streets, and either final
site grading or the pouring
of concrete pads) is com-

pleted on or after the effec-

tive date of floodplain man-
agement regulations adopted
by a community.

“100-year flood” see ‘“base flood.”

‘“Participating community,” also
known as an “eligible community,”
means a community in which the Ad-
ministrator has authorized the sale of
flood insurance.

“Person” includes any individual or
group of individuals, corporation, part-
nership, association, or any other
entity, including State and local gov-
ernments and agencies.

“Policy’” means the Standard Flood
Insurance Policy.

“Premium” means the total premi-
um payable by the insured for the cov-
erage or coverages provided under the
policy. The calculation of the premi-
um may be based upon either chargea-
ble rates or risk premium rates, or a
combination of both.

“Primary Jfrontal dune” means a
continuous or nearly continuous
mound or ridge of sand with relatively
steep seaward and landward slopes im-
mediately landward and adjacent to
the beach and subject to erosion and
overtopping from high tides and waves
during major coastal storms. The
inland t of the primary frontal
dune occurs at the point where there
is a distinct change from a relatively
steep slope to a relatively mild slope.

“Principally above ground’” means
that at least 51 percent of the actual
cash value of the structure, less lan
value, is above ground. -
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“Program” means the National
Flood Insurance Program authorized
by 42 U.S.C. 4001-4128.

“Program  deficiency” means a
defect in a community’s flood plain
management regulations or adminis-
trative procedures that impairs effec-
tive implementation of those flood
plain management regulations or of
23% standards in §§ 60.3, 60.4, 60.5, or

“Project cost” means the total finan-
cial cost of a flood protection system
(including design, land acquisition,
construction, fees, overhead, and prot-
its), unless the Federal Insurance Ad-
ministrator determines a given “cost”
not to be a part of such project cost.

"Recreational vehicle" means
a vehicle which is (i) built
on a single chassis; (ii) 400
square feet or Tless when
measured at the largest hori-
zontal projections; (iii) de-
signed to be self-propelled
or permanently towable by a
light duty truck; and (iv) de-
signed primarily not for use
as a permanent dwelling but
as temporary living quarters
for recreational, camping,
travel, or seasonal use.

“Reference feature” is the receding
edge of a bluff or eroding frontal

dune, or if such a feature is not
present, the normal high-water line or
the seaward line of permanent vegeta-
tion if a high-water line cannot be
identified.

“Regular Program’” means the Pro-
gram authorized by the Act under
which risk premium rates are required
for the first half of available coverage
(also known as ‘“first layer” coverage)
for all new construction and substan-
tial improvements started on or after
the effective date of the FIRM, or
after December 31, 1974, for FIRM’s
effective on cr before that date. All
buildings, the construction of which
started before the effective date of the
FIRM, or before January 1, 1975, for
FIRMs effective before that date, are
eligible for. first layer coverage at
either subsidized rates or risk premi-
um rates, whichever are lower. Re-
gardless of date of construction, risk
premium rates are always required for
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the second layer coverage and such
coverage is offered only after the Ad-
ministrator has completed a risk study
for the community.

“Regulatory floodway” means the
¢hannel of a river or other water-
course and the adjacent land areas
that must be reserved in order to dis-
charge the base flood without cumula-
tively increasing the water surface ele-
vation more than a designated height.

“Remedy a violation” means to
bring the structure or other develop-
ment into compliance with State or
local flood plain management regula-
tions, or, if this is not possible, to
reduce the impacts of its noncompli-
ance. Ways that impacts may be re-
duced include protecting the structure
or other affected development from
flood damages, implementing the en-
forcement provisions of the ordinance
or otherwise deterring future similar
violations, or reducing Federal finan-
cial exposure with regard to the struc-
ture or other development.

“Risk premium rates” mean those
rates established by the Administrator
pursuant to individual community
studies and investigations which are
undertaken to provide flood insurance
in accordance with section 1307 of the
Act and the accepted actuarial princi-
ples. “Risk premium rates” include

provisions for operating costs and al-
" lowances.

‘“Riverine” means relating to,
formed by, or resembling a river (in-
cluding tributaries), stream, brook,
ete.

‘“Sand dunes’” mean naturally occur-
ring accumulations of sand in ridges or
mounds landward of the beach.

“Scientifically  incorrect”.  The
methodology(ies) and/or assumptions
which have been utilized are inappro-
priate for the physical processes being
evaluated or are otherwise erroneous.

“Second layer coverage” means an
additional limit of coverage equal to
the amounts made available under the
Emergency Program, and made avail-
able under the Regular Program.

“Servicing company’ means a corpo-
ration, partnership, association, or any
other organized entity which contracts
with the Federal Insurance Adminis-
tration to sefvice insurance policies
under the National Flood Insurance
Program for a particular area.

“Sheet flow area’’—see ‘“area of shal-
low flooding.”

“60-year setback’” means a distance
equal to 60 times the average annual
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long term recession rate at a site, meas-
ured from the reference feature.
“Special hazard area’ means an area
having special flood, mudslide (i.e.,
mudflow) and/or flood-related erosion
hazards, and shown on an FHBM or
FIRM as Zone A, AO, A1-30, AE, A99,
AH, VO, V1-30, VE, V, M or E.
“Standard Flood Insurance Policy”
means the flood insurance policy
issued by the Federal Insurance Ad-
ministrator, or an insurer pursuant to
an arrangement with the Administra-
tor pursuant to Federal statutes and
regulations. .
“Start of Construction” (for other
than new construction or substantial
improvements under the Coastal Bar-
rier Resources Act (Pub. L. 97-348)),
includes substantial improvement, and
means the date the building permit
was issued, provided the actual start of
construction, repair, reconstruction,
rehabilitation, addition,
placement, or other improvement was
within 180 days of the permit date.
The actual start means either the first
placement of permanent construction
of a structure on a site, such as the
pouring of slab or footings, the instal-
lation of piles, the construction of col-
umns, or any work beyond the stage of
excavation; or the placement of a
manufactured home on a foundation.
Permanent construction does not in-
clude land preparation, such as clear-
ing, grading and filling; nor does it in-
clude the installation of streets and/or
walkways; nor does it include excava-
tion for a basement, footings, piers, or
foundations or the erection of tempo-
rary forms; nor does it include the in-
stallation on the property of accessory
buildings, such as garages or sheds not
occupied as dwelling units or not part

of the main structure. For
a substantial improvement,
the actual start of construc-
tion means the first alter-
ation of any wall, ceiling,

floor, or other structural
part of a building, whether
or not that alteration af-

fects the external dimensions

of the building.

“State” means any State, the Dis-
trict of Columbia, the territories and
possessions. of the . United States, the
Commonwealth of Puerto Rico, and
the Trust Territory of the Pacific Is-
lands.
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“State coordinating agency’” means

the agency of the state government, or

- other office designated by the Gover-
nor of the state or by state statute at
the request of the Administrator to
assist in the implementation of the
National Flood Insurance Program in
that state.

“Storm cellar” means a space below
grade used to accommodate occupants
of the structure and emergency sup-
plies as a means of temporary shelter
against severe tornado or similar wind
storm activity.

“Structure” means, for flood plain
management purposes, a walled and
roofed building, including a gas or
liquid storage tank, that is principally
above ground, as well as a manufac-
tured home. “Structure’” for insurance
coverage purposes, means a walled and
roofed building, other than a gas or
liquid storage tank, that is principally
above ground and affixed to a perma-
nent site, as well as a manufactured
home on a permanent foundation. For
the latter purpose, the term includes a
building while in the course of con-
struction, alteration or repair, but
does not include building materials or
supplies intended for use in such con-
struction, alteration or repair, unless
such materials or supplies are within
an enclosed building on the premises.

“Subsidized rates” mean the rates
established by the Administrator in-
volving in the aggregate a subsidiza-
tion by the Federal Government.

“Substantial damage"” means
damage of any origin sustain-
ed by’ a structure whereby the
cost of restoring the struc-
ture to its before damaged
condition would equal or ex-
ceed 50 percent of the market
value of the structure before
the damage occurred.

"Substantial improvement”
means any reconstruction,
rehabilitation, addition, or
other imﬁfovement of a struc-
ture, the cost of which equals
or exceeds 50 percent of the
market value of the structure
before the "start of construc-—
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tion” of the improvement.
This term includes structures
which have incurred "substan-
tial damage”™, regardless of
the actual repair work per-.
formed. The term does not,
however, include either:

(1) Any project for im-
provement of a structure to
correct existing violations
of state or 1local health,
sanitary, or safety code
specifications which have
been identified by the local
code enforcement official
and which are the minimum
necessary to assure safe liv-
ing conditions or

(2) Any alteration of a
"historic structure”, provided
that the alteration will not
preclude the structure's con-
tinued ‘designation as a "his-
toric structure”.

“30-year setback” means a distance
equal to 30 times the average annual
long term recession rate at a site,
measured from the reference feature.

“Technically incorrect”. The
methodology(ies) utilized has been er-
roneously applied due to mathemati-
cal or measurement error, changed
physical conditions, or insufficient
quantity or quality of input data.

“V Zone”—see ‘‘coastal high hazard
area.”

“Variance” means a grant of relief
by a community from the terms of a
flood plain management regulation.

“Violation” means the failure of a
structure or other development to be
fully compliant with the community’s
flood plain management regulations. A
structure or other development with-
out the elevation certificate, other cer-
tifications, or other evidence of com-
pliance required in § 60.3(b)(5), (c)(4),
(€)(10), (dX3), (e)(2), (e)4), or (e)5) is
presumed to be in violation until such
time as that.documentation is provid-
ed.

“Water surface elevation’” means the
height, in relation to the National
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Geodetic Vertical Datum (NGVD) of
1929, (or other datum, where spzci-

4) of floods of various magnitudes
ggd)frequencies in the flood plains of
coastal or riverine areas.

“Zone of imminent collapse’ means
an area subject to erosion adjacent to
the shoreline of an ocean, bay, or lake
and within a distance equal to 10 feet
plus 5 times the average a.nr;ual long-
term erosion rate for the site, meas-
ured from the reference feature.

[41 FR 46968, Oct. 26, 19761

EDITORIAL NoTE: For FEDERAL REGISTER ci-
tations affecting § 59.1, see the List of Sec-
tions Affected in the Finding Aids section of
this volume.

§59.2 Description of program.

(a) The National Flood Insurance
Act of 1968 was enacted by Title XIII
of the Housing and Urban Develop-
ment Act of 1968 (Pub. L. 90-448,
August 1, 1968) to provide previously
unavailable flood insurance protection
to property owners in flood-prone
areas. Mudslide (as defined in § 59.1)
protection was added to the Program
by the Housing and Urban Develop-
ment Act of 1969 (Pub. L. 91-152, De-
cember 24, 1969). Flood-related erosion
(as deiined in §59.1) protection was
added to the Program by the Flood
Disaster Protection Act of 1973 (Pub.

L. 93-234, December 31, 1973). The -

Flood Disaster Protection Act of 1973
requires the purchase of flood insur-
ance on and after March 2, 1974, as a
condition of receiving any form of
Federal or federally-related financial
assistance for acquisition or construc-
tion purposes with respect to insurable
buildings and mobile homes within an
identified special flood, mudslide (i.e.,
mudflow), or flood-related erosion
hazard area that is located within any
community participating in the Pro-
gram. The Act also requires that on
and after July 1, 1975, or one year
after a community has been formally
notified by the Administrator of its
identification as community contain-
ing one or moge special flood, mudslide
(i.e., mudflow), or flood-related erosion
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hazard areas, no such Federal finan-
cial assistance, shall be provided
within such an area unless the com-
munity in which the area is located is
then participating in the Program,
subject to certain exceptions. See FIA
published Guidelines at § 59.4(c).

(b) To qualify for the sale of federal-
ly-subsidized flood insurance a com-
munity must adopt and submit to the
Administrator as part of its applica-
tion, flood plain management regula-
tions, satisfying at a minimum the cri-
teria set forth at Part 60 of this sub-
chapter, designed to reduce or avoid
future flood, mudslide (i.e., mudflow)
or flood-related erosion damages.
These regulations must include effec-

" tive enforcement provisions.

(c) Minimum requirements for ade-
quate flood plain management regula-
tions are set forth in § 60.3 for flood-
prone areas, in § 60.4 for mudslide (i.e.,
mudflow) areas and in § 60.5 for flood-
related erosion areas. Those applicable
requirements and standards are based
on the amount of technical informa-
tion available to the community.

(41 FR 46968, Oct. 26, 1976, as amended at
43 FR 7140, Feb. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984] =

§59.3 Emergency program.

The 1988 Act required a risk study
to be undertaken for each community
before it could become eligible for the
sale of flood insurance. Since this re-
quirement resulted in a delay in pro-
viding insurance, the Congress, in sec-
tion 408 of the Housing and Urban De-
velopment Act of 1969 (Pub. L. 91-152,
December 24, 1969), established an
Emergency Flood Insurance Program
as a new section 1336 of the National
Flood Insurance Act (42 U.S.C. 4056)
to permit the early sale of insurance in
flood-prone communities. The emer-
gency program does not affect the re-
quirement that a community must
adopt adequate flood plain manage-
ment regulations pursuant to Part 60
of this subchapter but permits insur-
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ance to be sold before a study is con-
ducted to determine risk premium
rates for the community. The program
still requires upon the effective date of
a FIRM the charging of risk premium
rates for all new construction and sub-
stantial improvements and for higher
limits of coverage for existing struc-
tures. a

(43 FR 7140, Feb. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44543, Sept. 29, 1983]

§59.4 References.

(a) The following are statutory ref-
erences for the National Flood Insur-
ance Program, under which these reg-
ulations are issued:

(1) National Flood Insurance Act of
1968 (Title XIII of the Housing and
Urban Development Act of 1968), Pub.
L. 90-448, approved August 1, 1968, 42
U.S.C. 4001 et seq.

(2) Housing and Urban Development
Act of 1969 (Pub. L. 91-152, approved
December 24, 1969).

(3) Flood Disaster Protection Act of
1973 (87 Stat. 980), Pub. L. 93-234, ap-
proved December 31, 1973.

(4) Section 816 of the Housing and
Community Deveiopment Act of 1974
(87 Stat. 975), Pub. L. 93-383, ap-
proved August 22, 1974.

(5) Pub. L. 5-128 (effective October
12, 1977).

(6) The above statutes- are included
in 42 U.S.C. 4001 et seq.

(b) The following are references rel-
evant to the National Flood Insurance
Program:

(1) Executive Order 11988 (Flood-
plain Management, dated May 24,
1977 (42 FR 26951, May 25, 1977)).

(2):The Flood Control Act of 1960
(Pub: L. 86-845).

(3) Title II, section 314 of Title 1II
and section 406 of Title IV of the Dis-
agtéer Relief Act of 1974 (Pub. L. 93-
288).

(4) Coastal Zone Management Act
(Pub. L. 92-583), as amended Pub. L.
94-370.

(5) Water Resources Planning Act
(Pub. L. 89-90), as amended Pub. L.
94-112 (October 16, 1975).

(6) Title I, National Environmental
Policy Act (Pub. L. 91-190).

§ 59.21

. (7)) Land and Water Conservation
Fund Act (Pub. L. 89-578), and subse-
quent amendments thereto.

(8) Water Resources Council, Princi-
pals and Standards for Planning,
Water and Related Land Resources
(38 FR 24778-24869, September 10,
1973).

(9) Executive Order 11593 (Protec-
tion and. Enchancement of the Cultur-
al Environment), dated May 13, 1971
(36 FR 8921, May 15, 1971).

46(510) 89th Cong., 2nd Session, H.D.

(11) Required land use element for
comprehensive planning assistance
under section 701 of the Housing Act
of 1954, as amended by the Housing
and Community Development Act of
1974 (24 CFR 600.72).

(12) Executive Order 11990 (Protec-
tion of Wetlands, dated May 24, 1977
(42 FR 26951, May 25, 1977)).

(13) Water Resources Council (Guid-
ance for Floodplain Management) (42
FR 52590, September 30, 1977).

(14) Unified National Program for
Floodplain Management of the United
States Water Rzsources Council, July
1976.

(¢c) The following reference guide-
lines represent the views of the Feder-
al Insurance Administration with re-
spect to, the mandatory purchase of
flood insurance under section 102 of
the Flood Disaster Protection Act of
1973: Mandatory Purchase of Flood
Insurance Guidelines (39 FR 26186-
26193, July 17, 1974; 40 FR 16710,
April 14, 1975; 40 FR 54277-54278, No-
vember 21, 1975; and 41 FR 2426, Jan-
uary 16, 1976).

[41 FR 46968, Oct. 26, 1976, as amended at
43 FR 7140, Feb. 17, 1978. Redesignated at
44 FR 31177, May 31, 19791

Subpart B—Eligibility Requirements

§59.21 Purpose of subpart.

This subpart lists actions that must
be taken by a community to become
eligible and to remain eligible for the
Program.

[41 FR 46968, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979]
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§59.22 Prerequisites for the sale of flood
insurance.

(a) To qualify for flood insurance
availability a community shall apply
for the enti.re,a.rea. within its jurisdic-
tion, and shall submit: ‘

(1) Copies of legislative and execu-
tive actions indicating a local need for
flood insurance and an explicit desire
to participate in the National Flood
Insurance Program;

(2) Citations to State and local stat-
utes and ordinances authorizing ac-
tions regulating land use and copies of
the local laws and regulations cited;

(3) A copy of the flood plain man-
agement regulations the community
has adopted to meet the requirements
of §§60.3, 60.4 and/or §60.5 of this
subchapter. This submission shall in-
clude copies of any zoning, building,
and subdivision regulations, health
codes, special purpose ordinances
(such as a flood plain ordinance, grad-
ing ordinance, or flood-related erosion
control ordinance), and any other cor-
rective and preventive measures en-
acted to reduce or prevent flood,
mudslide (i.e., mudflow) or flood-relat-
ed erosion damage;

(4) A list of the incorporated com-
:}iunities within the applicant’s bound-

es;

(5) Estimates relating to the commu-

nity as a whole and to the flood, muds-
lide (i.e., mudflow) and flood-related
erosion prone areas concerning: .

(i) Population;

(i) Number of one to four family
residancess;

(iii) Number of small businesses; and

(iv) Number of all other structures.

(6) Address of a local repository,
such as a municipal building, where
the Flood Hazard Boundary Maps
(FHBM's) and Flood Insurance Rate
Maps (FIRM’s) will be made available
for public inspection;

(7) A summary of any State or Fed-
eral activities with respect to flood
plain, mudslide (i.e., mudflow) or
flood-related erosion area manage-
ment within the community, such as
federally-funded flood control projects
and State-administered flood plain

ement regulations;

(8) A commitment to recognize and
duly evaluate flood, mudslide (i.e.,
mudflow) and/or flood-related erosion

‘flood, mudslide (.e.,
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hazards in all official actions in the
areas having special flood, mudslide
(l.e., mudflow) and/or flood-related
erosion hazards and to take such other
official action reasonably necessary to
carry out the objectives of the pro-
gram; and

(9) A commitment to:

(i) Assist the Administrator at his/
her request, in his/her delineation of
the limits of the areas having special
mudflow) or
flood-related erosion hazards; .

(ii) Provide such information con-
cerning present uses and occupancy of
the flood plain, mudslide (i.e., mud-
flow) or flood-related erosion areas as
the Administrator may request;

(iii) Maintain for public inspection
and furnish upon request, for the de-
termination of applicable flood insur-
ance risk premium rates within all
areas having special flood hazards
identified on a FHBM or FIRM, any
certificates of floodproofing, and in-
formation on the elevation (in relation
to mean sea level) of the level of the
lowest floor (including basement) of
all new or substantially improved
structures, and include whether or not
such structures contain a basement,
and if the structure has been flood-
proofed, the elevation (in relation to
mean sea level) to which the structure
was floodproofed;

(iv) Cooperate with Federal, State,
and local agencies and private firms
which undertake to study, survey,
map, and identify flood plain, muds-
lide (i.e., mudflow) or flood-related
erosion areas, and cooperate with
neighboring communities with respect
to the management of adjoining flood
plain, mudslide (i.e., mudflow) and/or
flood-related erosion areas in order to
prevent aggravation of existing haz-
ards;

(v) Upon occurrence, notify the Ad-
ministrator in writing whenever the
boundaries of the community have
been modified by annexation or the
community has otherwise assumed or
no longer has authority to adopt and
enforce flood plain management regu-
lations for a particular area. In order
that all FHBM's and FIRM's accurate-
ly represent the community’s bound
aries, include within such notification
a copy of a map of the community
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suitable for reproduction, clearly de-
‘lineating the new corporate limits or
new area for which the community
has assumed or relinquished flood
plain management tegulatory author-
ity. ’

(b) An applicant shall legislatively:

(1) Appoint or designate the agency
or official with the responsibility, au-
thority, and means to implement the
commitments made in paragraph (a)
of this section, and

(2) Designate the official responsible
to submit a report to the Administra-
tor concerning the community partici-
pation in the Program, including, but
not limited to the development and
implementation of flood plain manage-
ment regulations. This report shall be
submitted annually or biennially as
determined by the Administrator.

(¢) The documents required by para-
graph (a) of this section and evidence
of the actions required by paragraph
(b) of this section shall be submitted
to the Federal Emergency Manage-
ment Agency, Washington DC 20472.

[41 FR 46968, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979 and amended at
48 FR 29318, June 24, 1983; 48 FR 44543 and
44552, Sept. 29, 1983; 49 FR 4751, Feb. 8,
1984; 49 FR 33656, Aug. 24, 1984; 50 FR
36023, Sept. 4, 1985]

§ 59.23 Priorities for the sale of flood in-

surance under the regular program.

Flood-prone, mudslide (i.e., mud-
flow) and flood-related erosion prone
communities are placed on a register
of areas eligible for ratemaking studies
and then selected from this register
for ratemaking studies on the basis of
the following considerations—

(a) Recommendations of State offi-
cials; .

(b) . Location of community and ur-
gency of need for flood insurance;

(c) Population of community and in-
tensity of existing or proposed devel-
opment of the flood plain, the mud-
slide (i.e., mudflow) and the flood-re-
lated erosion area;

(d) Availability of information on
the community with respect to its
flood, mudslide (i.e., mudflow) and
flood-related erosion characteristics
and previous losses;

(e) Extent of State and local
progress in flood plain, mudslide (i.e.,

§ 59.24
mudflow) area and flood-related ero-
sion area management, including

adoption of flood plain management
regulations consistent with related on-
going programs in the area.

(41 FR 46968, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979]

§59.24 Suspension of community eligibil-
ity.

(a) A community eligible for the sale
of flood insurance shall be subject to
suspension from the Program for fail-
ing to submit copies of adequate flood
plain management regulations meet-
ing the minimum requirements of
paragraphs (b), (c), (d) or (e) of § 60.3
or paragraph (b) of §60.4 or §60.5,
within six months from the date the
Administrator provides the data upon
which the flood plain regulations for
the applicable paragraph shall be
based. Where there has not been any
submission by the community, the Ad-
ministrator shall notify the communi-
ty that 90 days remain in the six
month period in order to submit ade-
quate flood plain management regula-
tions. Where there has been an inad-
equate submission, the Administrator
shall notify the community of the spe-
cific deficiencies in its submitted flood
plain management regulations and
inform the community of the amount
of time remaining within the six
month period. If, subsequently, copies
of adequate flood plain management
regulations are not received by the Ad-
ministrator, he shall, no later than 30
cays before the expiration of the origi-
ral six month period, provide written
notice to the community and to the
state and assure publication in the
FEDERAL REGISTER under Part 64 of
this subchapter, of the community’s
loss of eligibility for the sale of flood
insurance, such suspension to become
effective upon the expiration of the
six month period. Should the commu-
nity remedy the defect and the Ad-
ministrator receive copies of adequate
flood plain management regulations
within the notice period, the suspen-
sion notice shall be rescinded by the
Administrator. If the Administrator
receives notice from the State that it
has enacted adequate flood plain man-
agement regulations for the communi-
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ty within the notice period, the sus-
pension notice shall be rescinded by
the Administrator. The community’s
eligibility shall remain terminated
after suspension until copies of ade-
quate flood plain management regula-

tions have been received and approved

by the Administrator.

(b) A community eligible for the sale
of flood insurance which fails to ade-
quately enforce flood plain manage-
ment regulations meeting the mini-
mum requirements set forth in §§ 60.3,
60.4 and/or 60.5 shall be subject to
probation. Probation shall represent
formal notification to the community
that the Administrator regards the
community’s flood plain management
program as not compliant with NFIP
criteria. Prior to imposing probation,
the Administrator (1) shall inform the
community upon 90 days prior written
notice of the impending probation and
of the specific program deficiencies
and violations relative to the failure to
enforce, (2) shall, at least 60 days
before probation is to begin, issue a
press release to local media explaining
the reasons for and the effects of pro-
bation, and (3) when the probation is
to begin on or after October 1, 1986,
shall, at least 90 days before probation
is to begin, advise all policyholders in
the community of the impending pro-
bation and the additional premium
that will be charged, as provided in
this paragraph, on policies sold or re-
newed during the period of probation.
During this 90-day period the commu-
nity shall have the opportunity to
avoid probation by demonstrating
compliance with Program require-
ments, or- by correcting Program defi-
ciencies and remedying all violations
to the maximum extent possible. If, at
the end of the 90-day period, the Ad-
ministrator determines that the com-
munity has failed to do so, the proba-
tion shall go into effect. Probation
may be continued for up to one year
after the community corrects all Pro-
gram deficiencies and remedies all vio-
lations to the maximum extent possi-
ble. Flood insurance may be sold or re-
newed in the community while it is on
probation. Where a policy covers prop-
erty located in a community placed on
probation on or after October 1, 1986,
an additional premium of $25.00 shall

44 CFR Ch. | (10-1-88 Edition)

be charged on each such policy initial-
ly issued, based upon the submission
by the applicant of an application for
flood insurance, or renewed, based
upon the policyholder’s response to a
turn-around renewal premium notice
or policyholder application notice,
during the one-year period beginning
on the date the community is placed
on probation and during any succes-
sive one year periods during which the
community remains on probation ror
any part thereof.

(c) A community eligible for the sale
of flood insurance which fails to ade-
quately enforce its flood plain man-
agement regulations meeting the mini-
mum requirements set forth in §§ 60.3,
60.4 and/or 60.5 and does not correct
its Program deficiencies and remedy
all violations to the maximum extent
possible in accordance with compli-
ance deadlines established during a
period of probation shall be subject to
suspension of its Program eligibility.
Under such circumstances, the Admin-
istrator shall grant the community 30
days in which to show cause why it
should not be suspended. The Admin-
istrator may conduct a hearing, writ-
ten or oral, before commencing sus-
pensive action. If a community is to be
suspended,  the Administrator shall
inform it, upon 30 days prior written
notice and upon publication in the
FepERAL REGISTER- under Part 64 of
this subchapter of its loss of eligibility
for the sale of flood insurance. In the
event of impending suspension, the
Administrator shall issue a press re-
lease to the local media explaining the
reasons and effects of the suspension.
The community’s eligibility shall only
be reinstated by the Administrator
upon his receipt of a local legislative
or executive measure reaffirming the
community’s formal intent to ade-
quately enforce the flood plain man-
agement requirements of this subpart,
together with evidence of action taken
by the community to correct Program
deficiencies and remedy to the maxi-
mum extent possible those violations
which caused the suspension. In cer-
tain cases, the Administrator, in order
to evaluate the community’s perform-
ance under the terms of its submis-
sion, may withhold reinstatement for
a period not to exceed one year from
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the date of his receipt of the satisfac-
tory submission or place the communi-
ty on probation as provided for in
paragraph (b) of this section.

(d) A community eligible for the sale
of flood insurance which repeals its
flood plain management regulations,
allows its regulations to lapse, or
amends its regulations so that they no
longer meet the minimum require-
ments set forth in §§ 60.3, 60.4 and/or
60.5 shail be suspended from the Pro-
gram. If a community is to be suspend-
ed, the Administrator shall inform it
upon 30 days prior written notice and
upon publication in the FEDERAL REG-
I1STER under Part 64 of this subchapter
of its loss of eligibility for the sale of
flood insurance. The community eligi-
bility shall remain terminated after
suspension until copies of adequate
flood plain management regulations
have been received and approved by
the Administrator.

(e) A community eligible for the sale
of flood insurance may withdraw from
the Program by submitting to the Ad-
ministrator a copy of a legislative
action that explicitly states its desire
to withdraw from the National Flood
Insurance Program. Upon receipt of a
certified copy of a final legislative
action, the Administrator shall with-
draw the community from the Pro-
gram and publish in the FEDERAL REG-
1STER under Part 64 of this subchapter

its loss of eligibility for the sale of.-

flood insurance. A community that
has withdrawn from the Program may
te reinstated if its submits the applica-
tion materials specified in § 59.22(a).

(f) If during a period of ineligibility
under paragraphs (a), (d), or (e) of this
section, a community has permitted
actions to take place that have aggra-
vated existing flood. plain, mudslide
(i.e., mudflow) and/or flood related
erosion hazards, the Administrator
may withhold reinstatement until the
community submits evidence that it
has taken action to remedy to the
maximum extent possible the in-
creased hazards. The Administrator
may also place the reinstated commu-
nity on probation as provided for in
paragraph (b) of this section.

(g) The Administrator shall prompt-
ly notify the servicing company and
any insurers issuing flood insurance

§ 59.24

pursuant to an arrangement with the
Administrator of those communities
whose eligibility has been suspended
or which have withdrawn from the
program. Flood insurance shall not be
sold or renewed in those communities.
Policies sold or renewed within a com-
munity during a pericd of ineligibility
are deemed to be voidable by the Ad-
ministrator whether or not the parties
to sale or renewal had actual notice of
the ineligibility.

[41 FR 46968, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44543 and 44552, Sept. 29, 1983; 49
{'91?.854]751. Feb. 8, 1984; 50 FR 36023, Sept. 4,
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AUTHORITY: 42 U.S.C. 4001 et seq.; Reorga-
nization Plan No. 3 of 1978; E.O. 12127.
' Sourck: 41 FR 46975, Oct. 26, 1976, unless
otherwise noted. Redesignated at 44 FR
31177, May 31, 1979.

Subpart A—chui;omonn for Flood
Plain Management Regulations

§60.1 Purpose of subpart.

(a) The Act provides that flood in-
surance shall not be sold or renewed
under the program within a communi-
ty, unless the community has adopted
adequate flood plain management reg-
ulations consistent with Federal crite-
ria. Responsibility for establishing
such criteria is delegated to the Ad-
ministrator.

(b) This subpart sets forth the crite-
ria developed in accordance with the
Act by which the Administrator will
determine the adequacy of a communi-
ty’s flood plain management regula-
tions. These regulations must be legal-
ly-enforceable, applied uniformly
throughout the community to all pri-
vately and publicly owned land within
flood-prone, mudslide (i.e., mudflow)
or flood-related erosion areas, and the
community must provide that the reg-
ulations take precedence over any less
restrictive conflicting local laws, ordi-
nances or codes. Except as otherwise
provided in § 60.6, the adequacy of
such regulations shall be determined
on the basis of the standards set forth
in §60.3 for flood-prone areas, § 60.4
for mudslide areas and § 60.5 for flood-
related erosion areas.

(c) Nothing in this subpart shall be
construed as modifying or replacing
the general requirement that all eligi-
ble communities must take into ac-
count flood, mudslide (i.e., mudflow)
and flood-related erosion hazards, to
the extent that they are known, in all
official actions relating to land man-
agement and use.

(d) The criteria set forth in this sub-
part are minimum standards for the
adoption of flood plain management
regulations by flood-prone, mudslide
(i.e., mudflow)-prone and flood-related
erosion-prone communities. Any com-
munity may exceed the minimum cri-
teria under this part by adopting more
comprehensive flood plain manage-
ment regulations utilizing the stand-
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ards such as contained in Subpart C of
this part. In some instances, communi-
ty officials may have access to infor-
mation or knowledge of conditions
that require, particularly for human
safety, higher standards than the min-
imum criteria set forth in Subpart A
of this part. Therefore, any flood plain -
management regulations adopted by a
State or a community which are more
restrictive than the criteria set forth
in this part are encouraged and shall
take precedence.

(41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984]

§60.2 Minimum compliance with flood
plain management criteria.

(a) A flood-prone community apply-
ing for flood insurance eligibility shall
meet the standards of §60.3(a) in
order to become eligible if a FHBM
has not been issued for the community
at the time of application. Thereafter,
the community will be given a period
of six months from the date the Ad-
ministrator provides the data set forth
in § 60.3 (b), (¢), (d), or (e) in which to
meet the requirements of the applica-
ble paragraph. If a community has re-
ceived a' FHBM, but has not yet ap-
plied for Program eligibility, the com-
munity shall apply for eligibility di-
rectly under the standards set forth in
§ 60.3(b). Thereafter, the community
will be given a period of six months
from the date the Administrator pro-
vides the data set forth in §60.3 (¢),
(d), or (e) in which to meet the re-
quirements of the applicable para-
graph. .

(b) A mudslide (i.e., mudflow)-prone
community applying for flood insur-
ance eligibility shall meet the stand-
ards of §60.4(a) to become eligible.
Thereafter, the community will be
given a period of six months from the
date the mudslide (i.e., mudflow) areas
having special mudslide hazards are
delineated in which to meet the re-
quirements of § 60.4(b).

(c) A flood-related erosion-prone
community applying for flood insur-
ance eligibility shall meet the stand-
ards of §60.5(a) to become eligible.
Thereafter, the. community will be




Federal Emergency Management Agency

given a period of six months from the

* date the flood-related erosion areas
having special erosion hazards are de-
lineated in which to meet the require-
ments of § 60.5(b). -

(d) Communities identified in Part
65 of this subchapter as containing
more than one type of hazard (e.g.,
any combination of special flood,
mudslide (i.e., mudflow), and flood-re-
lated erosion hazard areas) shall adopt
flood plain management regulations
for each type of hazard consistent
with the requirements of §§ 60.3, 60.4
and 60.5.

(e) Local flood plain management
regulations may be submitted to the
State Coordinating Agency designated
pursuant to § 60.25 for its advice and
concurrence. The submission to the
State shall clearly describe proposed
enforcement procedures.

(f) The community official responsi-
ble for submitting annual or biennial
reports to the Administrator pursuant
to §59.22(b)(2) of this subchapter
shall also submit copies of each annual
or biennial report to any State Coordi-
nating Agency.

(g) A community shall assure that
its comprehensive plan is consistent
with the flood plain management ob-
jectives of this part.

(h) The community shall adopt and
enforce flood plain management regu-
lations based on data provided by the
Administrator. Without prior approval
of the Administrator, the community
shall not adopt and enforce flood plain
managament regqulations based upon
modified data reflecting natural or
man-made physical changes.

[41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 29318, June 24, 1983; 48 FR 44552,
Sept. 29, 1983; 49 FR 4751, Feb. 8, 1984; 50
FR 36024, Sept. 4, 1985)

§60.3 Flood plain management criteria
for flood-prone areas.

The Administrator will provide the
data upon which flood plain manage-
ment regulations shall be based. If the
Administrator has not provided suffi-
cient data to furnish a basis for these
regulations in a particular community,
the community shall obtain, review
and reasonably utilize data available
from other Federal, State or other

§ 60.3

sources pending receipt of data from
the Administrator. However, when
special flood hazard area designations
and water surface elevations have
been furnished by the Administrator,
they shall apply. The symbols defining
such special flood hazard designations
are set forth in § 64.3 of this subchap-
ter. In all cases the minimum require-
ments governing the adequacy of the
flood plain management regulations
for flood-prone areas adopted by a
particular community depend on the
amount of technical data formally
provided to the community by the Ad-
ministrator. Minimum standards for
communities are as follows:

(a) When the Administrator has not
defined the special flood hazard areas
within a community, has not provided
water surface elevation data, and has
not provided sufficient data to identify
the floodway or coastal high hazard
area, but the community has indicated
the presence of such hazards by sub-
mitting an application to participate
in the Program, the community shall:

(1) Require permits for all proposed
construction or other development in
the community, including the place-
ment of manufactured homes, so that
it may gletermine whether such con-
struction or other development is pro-
posed within flood-prone areas;

(2) Review proposed development to
assure that all necessary permits have
been received from those governmen-
tal agencies from which approval is re-
quired by Federal or State law, includ-
ing section 404 of the Federal Water
Pollution Control Act Amendments of
1972, 33 U.S.C. 1334; ‘

(3) Review all permit applications to
determine whether proposed building
sites will be reasonably safe from
flooding. If a proposed building site is
in a flood-prone area, all new construc-
tion and substantial improvements
shall (i) be designed (or modified) and
adequately anchored to prevent flota-
tion, collapse, or lateral movement of
the structure resulting from hydrody-
namic and hydrostatic loads, including
the effects of buoyancy, (ii) be con-
structed with materials resistant to
flood damage, (iii) be constructed by
methods and practices that minimize
flood damages, and (iv) be constructed
with electrical, heating, ventilation,
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plumbing, and air conditioning equip-
ment and other service facilities that
are designed and/or located so as to
prevent water from entering or accu-
mulating within the components
during conditions of flooding.

(4) Review subdivision proposals and
other proposed new development, in-
cluding manufactured home parks or
subdivisions, . to determine whether
such proposals will be reasonably safe
from flooding. If a subdivision propos-
al or other proposed new development
is in a flood-prone area, any such pro-
posals shall be reviewed to assure that
(i) all such proposals are consistent
with the need to minimize flood
damage within the flood-prone area,
(ii) all public utilities and facilities,
such as sewer, gas, electrical, and
water systems are located and con-
structed to minimize or eliminate
flood damage, and (iii) adequate drain-
age Is provided to reduce exposure to
flood hazards;

(5) Require within flood-prone areas
new and replacement water supply
systems to be designed to minimize or
eliminate infiltration of flood waters
into the systems; and

(6) Require within flood-prone areas
(i) new and replacement sanitary
sewage systems to be designed to mini-
mize or eliminate infiltration of flood
waters Into the systems and discharges
from the systems into flood waters
and (i) onsite waste disposal systems
to be located to avoid impairment to
them or contamination from them
curing fooding.

(b) When the Administrator has des-
ignated areas of special flood hazards
(A zones) by the publication of a com-
munity’s FHBM or FIRM, but has nei-
ther produced water surface elevation
data nor identified a floodway or
coastal high hazard area, the commu-
nity shall:

(1) Require permits for all proposed
construction and other developments
including the placement of manufac-
tured homes, within Zone A on the
community’s FHBM or FIRM,

(2) Require the application of the
standards in paragraphs (a) (2), (3),
(4), (5) and (6) of this section to devel-
opment within Zone A on the commu-
nity’s FHBM or FIRM;

(3) Require that ..a.ll new subdivision
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“proposals and other proposed develop-

ments (including proposals for manu-
factured home parks and subdivisions)
greater than 50 lots or 5 acres, which-
ever is the lesser, include within such
proposals base flood elevation data;

(4) Obtain, review and reasonably
utilize any base flood elevation and
floodway data available from a Feder-
al, State, or other source, including
data developed pursuant to paragraph
(b)(3) of this section, as criteria for re-
quiring that new construction, sub-
stantial improvements, or other devel-
opment in Zone A on the community’s
FHBM or FIRM meet the standards in
paragraphs (c)(2), (c)(3), (c)X(5), (c)X 6 ),

(c)(12), (c)(14), (d)(2), and
(d)(3) of this section;

(5) Where base flood elevation data
are utilized, within Zone A on the
community’s FHBM or FIRM:

(1) Obtain the elevation (in relation
to mean sea level) of the lowest floor
(including basement) of all new and
substantially improved structures, and

(ii) Obtain, if the structure has been
floodproofed in accordance with para-
graph (¢)(3)(ii) of this section, the ele-
vation (in relation to mean sea level)
to which the structure was flood-
proofed, and

(iii) Maintain a record of all such in-
formation with the official designated
by the community under §59.22
(a)(9)(iiD); =3

(6) Notify, in riverine situations, ad-
jacent communities and the State Co-
ordinating Office prior to any alter-
ation or relocation of a watercourse,
and submit copies of such notvifications
to the Administrator;

(7) Assure that the flood carrying ca-
pacity within the altered or relocated
portion of any watercourse is main-
tained;

(8) Require that all manufactured
homes to be placed within Zone Aon a
community’s FHEBM or FIRM shall be
installed using methods and practices
which minimize flood damage. For the
purposes of this requirement, manu-
factured homes must be elevated and
anchored to resist flotation, collapse,
or lateral movement. Methods of an-
choring may include, but are not to be
limited to, use of over-the-top or frame
ties to ground anchors. This require-
ment is in addition to applicable State
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and local anchoring requirements for
resisting wind forces.

(¢) When the Administrator has pro-
.vided a notice of final flood elevations
for one or more special flood hazard
areas on the community's FIRM and,
if appropriate, has designated other
special flood hazard areas without
base flood elevations on the communi-
ty’s FIRM, but has not identified a
regulatory floodway or coastal high
hazard area, the community shall:

(1) Require the standards of para-
graph (b) of this section within all Al-
30 zones, AE zones, A zones, AH zones,
and AO zones, on the community’s
FIRM;

(2) Require that all new construction
and substantial improvements of resi-
dential structures within Zones A1-30,
AE and AH zones on the community’s
FIRM have the lowest floor (including
basement) elevated to or above the
base flood level, unless the community
is granted an exception by the Admin-
istrator for the allowance of base-
ments in accordance with § 60.6 (b) or
(c);

(3) Require that all new construction
and substantial improvements of non-
residential structures within Zones
Al-30, AE and AH zones on the com-
munity’s firm (i) have the lowest floor
(including basement) elevated to or
above the base flood level or, (ii) to-
gether with attendant utility and sani-
tary facilities, be designed so that
below the base flood level the struc-
ture is watertight with walls substan-
tially impermeable to the passage of
water and with structural components
having the capability of resisting hy-

' drostatic and hydrodynamic loads and

effects of buoyancy;

(4) Provide that where a non-resi-
dential structure is intended to be
made watertight below the base flood
level, (i) a registered professional engi-
neer or architect shall develop and/or
review structural design, specifica-
tions, and plans for the construction,
and shall certify that the design and
methods of construction are in accord-
ance with accepted standards of prac-
tice for meeting the applicable provi-
slons of paragraph (c)(3Xii) or
(c)(8)(ii) ofy this section, and (ii) a
record of such certificates which in-
cludes the specific elevation (in rela-
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tion to mean sea level) to which such
structures are floodproofed shall be
maintained with the official designat-
ed by the community under
§ 59.22(a)(9)(ii);

(5) Require, for all new construction
and substantial improvements, that
fully enclosed areas below the lowest

floor that are usable solely
for parking of vehicles,
building access or storage
in an area other than a base-
ment and which are subject
to flooding shall be designed

to automatically equalize

hydrostatic flood forces on exterior
walls by allowing for the entry and
exit of floodwaters. Designs for meet-
ing this requirement must either be
certified by a registered professional
engineer or architect or meet or
exceed the following minimum crite-
ria; A minimum of two openings
having a total net area of not less than
one square inch for every square foot
of enclosed area subject to flooding
shall be provided. The bottom of all
openings shall be no higher than one
foot above grade. Openings may be
equipped with screens, louvers, valves,
or other coverings or devices provided
that they permit the automatic entry
and exit of floodwaters.

(6) Require_that manufac-
tured homes that are placed

or substantially  improved
within Zones A1-30, AH, and

AE on the community's FIRM
on sites (i) outside of a
manufactured home park or
subdivision, (ii) 1in a new
manufactured home park or
subdivision, (iii) 1in an
expansion to an existing
manufactured home park or
subdivision, or (iv) in an

existing manufactured home
park or subdivision on which
a manufactured home has in-
curred "substantial damage"
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as the result of a flood, be
elevated on a permanent foun-
dation such that the lowest
floor of the manufactured
home is elevated to or above
the base flood elevation and
be securely anchored to an
adequately anchored founda-
tion system to resist floata-

tion collapse and lateral
movement.

(7) Require within any AO zone on
the community’s FIRM that all new
construction and substantial improve-
ments of residential structures have
the lowest floor (including basement)
elevated above the highest adjacent
grade at least as high as the depth
number specified in feet on the com-
munity’s FIRM (at least two feet if no
depth number is specified);

(8) Require within any AO zone on
the community’s FIRM that all new
construction and substantial improve-
ments of nonresidential structures (i)
have the lowest floor (including base-
ment) elevated above the highest adja-
cent grade at least as high as the
depth number specified in feet on the
community’s FIRM (at least two feet

if no depth number is specified), or (ii)
together with -attendant utility and
sanitary facilities be completely flood-
proofed to that level to meet the
floodproofing standard specified in

§ 60.3(c)(3)(ii);

(9) Require within any A99 zones on
a community’s FIRM the standards of
paragraphs (a)(1) through (a)4){)
and (b)(5) through (b)(9) of this sec-
tion;

(10) Require until a regulatory
floodway is designated, that no new
construction, substantial improve-
ments, or other development (includ-
ing fill) shall be permitted within
Zones Al1-30 and AE on the communi-
ty’s FIRM, unless it is demonstrated
that the cumulative effect of the pro-
posed development, when combined
with all other existing and anticipated
development, will not increase the
water surfage elevation of the base
flood more than one foot at any point
within the community.

(11) Require within Zones AH and
AQO, adequate drainage paths around
structures on slopes, to guide floodwa-
ters around and away from proposed
structures.
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(12) Require that manu-
factured homes to be placed
or substantially improved on
sites in an existing manufac-
tured home park or subdivi-
sion within Zones A1-30, AH,
and AE on the community's
FIRM that are not subject to
the provisions of paragraph
(c)(6) of this section be"
elevated so that either (i)

the lowest floor of the manu-

factured home is at or above

the base flood elevation, or

(ii) the manufactured home
chassis is supported by rein-
forced piers or other founda-

tion elements of at Jleast
‘equivalent strength that are
no less than 36 inches in
height above grade and be
securely *anchored to an ade-
quately anchored foundation

system to resist floatation,

collapse, and lateral movement.

(13) Notwithstanding any other pro-
visions of § 60.3, a community may ap-
prove certain development in Zones
Al-30, AE, and AH, on the communi-
ty’s FIRM which increase the water
surface elevation of the base flood by
more than one foot, provided that the
community first applies for a condi-
tional FIRM revision, fulfills the re-
quirements for such a revision as es-
tablished under the provisions of
§ 65.12, and receives the approval of
the Administrator.

(14) Requipe that recre-
ational vehicles placed on
sites within Zones A1-30, AH,
and AE on the community's
FIRM either (i) be on the

site for fewer than 180 con-
secutive days, (ii) be fully
licensed and ready for high-
way use, or (iii) meet the
permit requirements of para-
graph (b)(1) and the eleva-
tion and anchoring require-
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propriate, has designated AH zones,
AO zones, A99 zones, and A zones on
the community’s FIRM, and has iden-
tified on the community’s FIRM coast-
al high hazard areas by designating
Zones V1-30, VE, and/or V, the com-

ments for "manufactured homes"
in paragraph (c)(6) of this
section. A recreational vehi-
cle is ready for highway use

if it is on its wheels. or munity shall:
jacking system, is attached (1) Meet the requirements of para-
to the site only by quick graphs (c)(1l) through (c).

(14) of this section;

(2) Within Zones V1-30, VE, and V
on a community’s FIRM, (i ) obtain
the elevation (in relation to mean sea

disconnect type utilities
and security devices, and hgs
no permanently attached addi-

tions.

(d) When the Administrator has pro-
vided a notice of final base flood eleva-
tions within Zones Al1-30 and/or AE
on the community’s FIRM and, if ap-
propriate, has designated AO zones,
AH zones, A99 zones, and A zones on
the community’s FIRM, and has pro-
vided data from which the community
shall designate its regulatory flood-
way, the community shall:

(1) Meet the requirements of para-

graphs (c)(1l) through (c)(14)
of this section;

(2) Select and adopt a regulatory
floodway based on the principle that
the area chosen for the regulatory
floodway must be designed to carry
the waters of the base flood, without
increasing the water surface elevation
of that flood more than one foot at

* any point;

(3) Prohibit encroachments, includ-
ing fill, new construction, substantial
improvements, and other development
within the adopted regulatory flood-
way unless it has been demonstrated
through hydrologic and hydraulic
analyses performed in accordance with
standard engineering practice that the
proposed - encroachment would not
result in any increase in flood levels
within the community during the oc-
currence of the base flood discharge;

(4) Notwithstanding any other provi-
sions of §60.3, a community may
permit encroachments within the
adopted regulatory floodway that
would result in an increase in base
flood elevations, provided that the
community first applies for a condi-
tional FIRM and floodway revision,
fulfills the reguirements for such revi-
sions as established under the provi-
sions of §65.12, and receives the ap-
proval of the Administrator.

(e) When the Administrator has pro-
vided a notice of final base flood eleva-
tions within Zones Al1-30 and/or AE
on the community’s FIRM and, if ap-
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level) of the bottom of the lowest
structural member of the lowest floor
(excluding pilings and columns) of all
new and substantially improved struc-
tures, and whether or not such struc-
tures contain a basement, and (ii)
maintain a record of all such informa-
tion with the official designated by
the community under § 59.22(a)(9)(ii);
(3) Provide that all new construction
within Zones V1-30, VE, and V on the
community’s FIRM is located land-
-ward of the reach of mean high tide;
(4) Provide that all new construction
and  substantial improvements in
Zones V1-30 and VE, and also Zone V
if base flood elevation data is avail-
able, on the community’s FIRM, are
elevated on pilings and columns so
that (i) the bottom of the lowest hori-
zontal structural member of the
lowest floor (excluding the pilings or
columns) is elevated to or above the
base flood level;, and (ii) the pile or
column foundation and structure at-
tached thereto is anchored to resist
flotation, collapse and lateral move-
ment due to the effects of wind and
water loads acting simultaneously on

all building components.
Water 1loading values wused
shall be those associated
with the base flood. Wind

loading values used shall be
those required by applicable
State or local building
standards. A registered pro-
fessional engineer or archi-

tect shall develop or review the struc-
tural design, specifications and plans
for the construction, and shall certify
that the design and methods of con-
struction to be used are in accordance
with accepted standards of practice for
meeting the provisions of paragraphs
(e)(4)(1) and (ii) of this section.

(5) Provide that all new construction
and substantial improvements within
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Zones V1-30, VE, and V on the com-
munity’s FIRM have the space below
the lowest floor either free of obstruc-
tion or constructed with non-support-
ing breakaway walls, open wood lat-
tice-work, or insect screening intended
to collapse under wind and water loads
without causing collapse, displace-
ment, or other structural damage to
the elevated portion of the building or
supporting foundation system. For the
purposes of this section, a breakway
wall shall have a design safe loading
resistance of not less than 10 and no
more than 20 pounds per square foot.
Use of breakway walls which exceed a
design safe loading resistance of 20
pounds per square foot (either by
design or when so required by local or
State codes) may be permitted only if
a registered professional engineer or
architect certifies that the designs
proposed meet the following condi-
tions:

(i) Breakaway wall collapse shall
result from a water load less than that
which would occur during the base
flood; and,

(ii) The elevated portion of the
building and supporting foundation
system shall not be subject to collapse,
displacement, or other structural
damage due to the effects of wind and
water loads acting simultaneously on
all building components (structural

and non-structural). Water

loading values used shall be
those associated with the
base flood. Wind loading
values . used shall be those
required by applicable State
or local building standards.
Such enclosed space shall be useable

solely for parking of vehicles, building
access, or storage.

(6) Prohibit the use of fill for struc-
tural support of buildings within
Zones V1-30, VE, and V on the com-
munity’s FIRM;

(7) Prohibit man-made alteration of
sand dunes and mangrove . stands
within Zones V1-30, VE, and V on the
community’s *FIRM which would in-
crease potential flood damage.

(8) Require that manufac-
tured homes placed or sub-
stantially improved within
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Zones V1-30, V, and VE on the
community's FIRM on sites (i)
outside of a manufactured
home park or subdivision,
(i) 1in a new manufactured
home park or subdivision,
(iii) in an expansion to an
existing manufactured home
park or subdivision, or (iv)
in an existing manufactured
home park or subdivision on
which a manufactured home has
incurred "substantial damage"
as the result of a flood,
meet the standards of para-
graphs (e)(2) through (7) of

‘this section and that manu-

factured homes placed or sub-
stantially improved on other

sites in an existing manu-

factured home park or subdi-

vision within Zones V1-30,

V, and VE on the community's

FIRM meet the requirements

of paragraph (c)(12) of this

section.

(9) Require that recrea-
tional vehicles placed on
sites within Zones V1-30, V,
and VE on the community's
FIRM either (i) be on the
site for fewer than 180 con-
secutive days, (ii) be fully
licensed and ready for high-
way use, or (iii) meet the
requirements in paragraphs
(b)(1) and (e)(2) through (7)
of this section. A recrea-
tional vehicle is ready for
highway use if it 1is on its
wheels or jacking system, is
attached to the site only by
quick disconnect type utili-
ties and security devices,
and has no permanently at-—
tached additions.
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§60.4 Flood plain management criteria
" for mudslide (i.e., mudflow)-prone
areas

The Administrator will provide the
data upon which flood plain manage-
ment regulations shall be based. If the
Administrator has not provided suffi-
cient data to furnish a basis for these
regulations in a particular community,
the community shall obtain, review,
and reasonably utilize data available
from other Federal, State or other
sources pending receipt of data from
the Administrator. However, when
special mudslide (i.e., mudflow) hazard
area designations have been furnished
by the Administrator, they shall
apply. The symbols defining such spe-
cial mudslide (.e., mudflow) hazard
designations are set forth in § 64.3 of
this subchapter. In all cases, the mini-
mum requirements for mudslide (i.e.,
mudflow)-prone areas adopted by a
particular community depend on the
amount of technical data provided to
the community by the Administrator.
Minimum standards for communities
are as follows:

(a) When the Administrator has not
yet identified any area within the
community as an area having special
mudslide (i.e., mudflow) hazards, but
the community has indicated the pres-
ence of such hazards by submitting an
application to participate in the Pro-
gram, the community shall

(1) Require permits for all proposed .

construction or other development in
the community so that it may deter-
mine whether development is pro-
posed within mudslide (i.e., mudflow)-
prone areas;

(2) Require review of each permit
application to determine whether the
proposed site and improvements will
be reasonably safe from mudslides
(1.e., mudflows). Factors to be consid-
ered in making such a determination
should include but not be limited to (i)
the type and quality of solils, (ii) any
evidence of ground water or surface
water problems, (iii) the depth and
quality of any fill, (iv) the overall
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slope of the site, and (v) the weight
that any proposed structure will
impose on the slope;

(3) Require, if a proposed site and
improvements are in a location that
may have mudslide (i.e., mudflow) haz-
ards, that (i) a site investigation and
further review be made by persons
qualified in geology and soils engineer-
ing, (ii) the proposed grading, excava-
tions, new construction, and substan-
tial improvements are adequately de-
signed and protected against mudslide
(i.e., mudflow) damages, (iii) the pro-
posed grading, excavations, new con-
struction and substantial improve-
ments do not aggravate the existing
hazard by creating either on-site or
off-site disturbances, and (iv) drain-
age, planting, watering, and mainte-
nance be such as not to endanger slope
stability.

(b) .When the Administrator has de-
lineated Zone M on the community’s
FIRM, the community shall:

(1) Meet the requirements of para-
graph (a) of this section; and

(2) Adopt and enforce a grading ordi-
nance or regulation in accordance with
data supplied by the Administrator
which (i) regulates the location of
foundation systems and utility sys-
tems of new construction and substan-
tial improvements, (ii) regulates the
lecation, drainage and maintenance of
all excavations, cuts and fills and
planted slopes, (iii) provides special re-
quirements for protective measures in-
cluding but not necessarily limited to
retaining walls, buttress fills, sub-
drains, diverter terraces, benchings,
etc.,, and (iv) requires engineering
drawings and specifications to be sub-
mitted for all corrective measures, ac-
companied by supporting soils engi-
neering and geology reports. Guidance
may be obtained from the provisions
of the 1973 edition and any subse-
quent edition of the Uniform Building
Code, sections 7001 through 7006, and
7008 through 7015. The Uniform
Building Code is published by the
International Conference of Building
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Officials, 50 South Los Robles, Pasade-
na, California 91101.

{41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984)

§60.5 Flood plain management criteria
for flood-related erosion-prone areas.

The Administrator will provide the
data upon which flood plain manage-
ment regulations for flood-related ero-
sion-prone areas shall be based. If the
Administrator has not provided suffi-
cient data to furnish a basis for these
regulations in a particular community,
the community shall obtain, review,
and reasonably utilize data available
from other Federal, State or other
sources, pending receipt of data from
the Administrator. However, when
special flood-related erosion hazard
area designations have been furnished
by the Administrator they shall apply.
The symbols defining such special
flood-related erosion hazard designa-
tions are set forth in § 64.3 of this sub-
chapter. In all cases the minimum re-
quirements governing the adequacy of
the flood plain management regula-
tions for flood-related erosion-prone
areas adopted by a particular commu-
nity depend on the amount of techni-
cal data provided to the community by
the Administrator. Minimum stand-
ards for communities are as follows:

(a) When the Administrator has not
yet identified any area within the
community as having special flood-re-
lated erosion hazards, but the commu-
nity has indicated the presence of
such hazards by submitting an appli-
cationto participate in the Program,
the community shall

(1) Require the issuance of a permit
for all proposed construction, or other
development in the area of flood-relat-
ed erosion hazard, as it is known to
the community;

(2) Require review of each permit
application to determine whether the
proposed site alterations and improve-
ments will be reasonably safe from
flood-related erosion and will not
cause flood-related erosion hazards or
otherwise aggravate the existing flood-
related erosion hazard; and

(3) If a proposed improvement is
found to be in the path of flood-relat-

§ 60.6

ed erosion or to increase the erosion
hazard, require the improvement to be
relocated or adequate protective meas-
ures to be taken which will not aggra-
vate the existing erosion hazard.

(b) When the Administrator has de-
lineated Zone E on the community’s
FIRM, the community shall

(1) Meet the requirements of para-
graph (a) of this section; and

(2) Require a setback for all new de-
velopment from the ocean, lake, bay,
riverfront or other body of water, to
create a safety buffer consisting of a
natural vegetative or contour strip.
This buffer will be designated by the
Administrator according to the flood-
related erosion hazard and erosion
rate, in conjunction with the anticipat-
ed “useful life” of structures, and de-
pending upon the geologic, hydrologic,
topographic and climatic characteris-
tics of the community’s land. The
buffer may be used for suitable open
space purposes, such as for agricultur-
al, forestry, outdoor recreation and
wildlife habitat areas, and for other
actlivities using temporary and porta-
ble structures only.

[41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984]

§ 60.6 Variances and exceptions.

(a) The Administrator does not set
forth absolute criteria for granting
variances from the criteria set forth in
§§ 60.3, 60.4, and 60.5. The Issuance of
a variance is for flood plain manage-
ment purposes only. Insurance premi-
um rates are determined by statute ac-
cording to actuarial risk and will not
be modified by the granting of a vari-
ance. The community, after examining
the applicant’s hardships, shall ap-
prove or disapprove a request. While
the granting of variances generally is
limited to a lot size less than one-half
acre (as set forth in paragraph (a)(2)
of this section), deviations from that
limitation may occur. However, as the
lot size increases beyond one-half acre,
the technical justification required for
issuing a variance increases. The Ad-
ministrator may review a community’s
findings justifying the granting of var-
tances, and if tha..t review indicates a
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pattern inconsistent with the objec-
tives of sound flood plain manage-
ment, the Administrator may take ap-
propriate action under § 59.24(b) of

this subchapter. Variances

may be issued for the repair

or rehabilitation of historic
structures upon a determina-

tion that the proposed repair
or rehabilitation will not

preclude the structure's con-
tinued designation as a his-

toric structure and the vari-
ance is the minimum necessary
to preserve the historic

character and design of the

structure. Procedures for the
granting of variances by a

community are as follows:

(1) Variances shall not be issued by a
community within any designated reg-
ulatory floodway if any increase in
flood levels during the base flood dis-
charge would result;

(2) Variances may be issued by a
community for new construction and
substantial improvements to be erect-

ed on a lot of one-half acre or less in -

size contiguous to and surrounded by
lots with existing structures construct-
ed below the base flood level, in con-
formance with the procedures of para-
graphs (a) (3), (4), (5) and (6) of this
section;

(3) Variances shall only be issued by
a community upon (i) a showing of
good and sufficient cause, (ii) a deter-
mination that failure to grant the
variance would result in exceptional
hardship to the applicant, and (iii) a
determination that the granting of a
variance will not result in increased
flood heights, additional threats to

public safety, extraordinary public ex-

pense, create nuisances, cause fraud
on or victimization of the public, or
conflict with existing local laws or or-
dinances;

(4) Variances shall only be issued
upon a determination that the vari-
ance {5 the*minimum necessary, con-
sidering the flood hazard, to afford
relief;

(5) A community shall notify the ap-
plicant in writing over the signature of
a community official that (i) the issu-
ance of a variance to construct a struc-
ture below the base flood level will
result in increased premium rates for
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flood Insurance up to amounts as high
as $25 for $100 of insurance coverage
and (i) such construction below the
base flood level increases risks to life
and property. Such notification shall

be maintained with a record of all
variance actions as required in para-
graph (a)(6) of this section; and

(6) A community shall (1) maintain a:
record of all variance actions, includ-
ing justification for their issuance, and
(ii) report such variances issued in its
annual or biennial report submitted to
the Administrator. :

(T) Variances may be issued by a
community for new construction and
substantial improvements and for
other development necessary for the
conduct of a functionally dependent
use provided that (i) the criteria of
paragraphs (a)(1) through (a)(4) of
this section are met, and (ii) the struc-
ture or other development is protected
by methods that minimize flood dam-
ages during the base flood and create
no additional threats to public safety.

(b)(1) The requirement that ‘each
flood-prone, mudslide (i.e., mudflow)-
prone, and flood-related erosion prone
community must adopt' and submit
adequate flood plain management reg-
ulations as a condition of initial and
continued flood insurance eligibility is
statutory and cannot be walved, and
such regulations shall be adopted by a
community within the time periods
specified in §§ 60.3, €0.4 or § 60.5. How-
ever, certain exceptions from the
standards contained in this subpart
may be permitted where the Adminis-
trator recognizes that, because of ex-
traordinary circumstances, local condi-
tions may render the application of
certain standards the cause for severe
hardship and gross inequity for a par-
ticular community. Consequently, a
community proposing the adoption of
flood plain management regulations
which vary from the standards set
forth in §§60.3, 60.4, or §60.5, shall
explain in writing to the Administra-
tor the nature and extent of and the
reasons for the exception request and
shall include sufficient supporting eco-
nomic, environmental, topographic,
hydrologic, and other scientific and
technical data, and data with respect
to the impact on public safety and the
environment.

(2) The Administrator shall prepare
a Special Environmental Clearance to
determine whether the proposal for an
exception under paragraph (b)(1) of
this section will have significant
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impact on the human environment.
The decision whether an Environmen-
tal Impact Statement or other envi-
.ronmental document will be prepared,
will be made in accordance with the
procedures set out in 44 CFR Part 10.
Ninety or more days may be required
for an environmental quality clearance
if the proposed exception will have sig-
nificant impact on the human environ-
ment thereby requiring an EIS.

(¢c) A community may propose flood
plain management measures which
adopt standards for floodproofed resi-
dential basements below the base
flood level in zones Al-30, AH, AO,
and AE which are not subject to tidal
flooding. Nothwithstanding the re-
quirements of paragraph (b) of this
section the Administrator may ap-
prove the proposal provided that:

(1) The community has demonstrat-
ed that areas of special flood hazard in
which basements will be permitted are
subject to shallow and low. velocity
flooding and that there is adequate
flood warning time to ensure that all
residents are notified of impending
floods. For the purposes of this para-
graph flood characteristics must in-
clude:

(i) Flood depths that are five feet or
less for developable lots that are con-
tiguous to land above the base flood
level and three feet or less for other
lots;

(i) Flood velocities that are five feet
per second or less; and

(iii) Flood warning times that are 12
hours or greater. Flood warning times
of two hours or greater may be ap-
proved if the community demonstrates
that it has a flocd warning system and
emergency plan in operation that is
adequate to ensure safe evacuation of
flood plain residents.

(2) The community has adopted
flood plain management measures
that require that new construction
and substantial improvements of resi-
dential structures with basements in
zones A1-30, AH, AO, and AE shall:

(1) Be designed and built so that any
basement area, together with attend-
ant utilities and sanitary facilities
below the floodproofed design level, is
watertight #ith walls that are imper-
meable to the passage of water with-
out human intervention. Basement
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walls shall be built with the capacity
to resist hydrostatic and hydrodynam-
ic loads and the effects of buoyancy
resulting from flooding to the flood-
proofed design level, and shall be de-
signed so that minimal damage will
occur from floods that exceed that
level. The floodproofed design level
shall be an elevation one foot above
the level of the base flood where the
difference between the base flood and
the 500-year flood is three feet or less
and two feet above the level of the
base flood where the difference is
greater than three feet.

(ii) Have the top of the floor of any
basement area no lower than five feet
below the elevation of the base flood;

(iii) Have the area surrounding the
structure on all sides filled to or above
the elevation of the base flood. Fill
must be compacted with slopes pro-
tected by vegetative cover;

(iv) Have a registered professional
engineer or architect develop or review
the building’s structual design, specifi-
cations, and plans, including consider-
ation of the depth, velocity, and dura-
tion of flooding and type and perme-
ability of soils at the building site, and
certify that the basement design and
methods of construction proposed are
in accordance with accepted standards
of practice for meeting the provisions
of this paragraph;

(v) Be inspected- by the building in-
spector or other authorized represent-
ative of the community to verify that
the structure is built according to its
design and those provisions of this sec-
tion which are verifiable.

[41 FR 45975, Oct. 26, 1976. Redesignated at
44 FR 311717, May 31, 1979, and amended at
48 FR 44543 and 44552, Sept. 29, 1983; 49
FR 4751, Feb. 8, 1984; 50 FR 36025, Sept. 4,
1985; 51 FR 30308, Aug. 25, 19861

§ 60.7 Revisions of criteria for flood plain
management regulations.

From time to time Part 60 may be
revised as experience is acquired under
the Program and new information be-
comes available. Communities will be
given six months from the effective
date of any new regulation to revise
their flood plain management regula-
tions to comply with any such
changes.
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§60.8 Definitions.

The definitions set forth in Part 59
of this subchapter are applicable to
t.his part.

Subpart B—Requirements for State
Flood Plain Management Regulations

§60.11 Purpose of this subpart.

(a) A State is considered a “commu-
nity’” pursuant to §59.1 of this sub-
chapter; and, accordingly, the Act pro-
vides that flood insurance shall not be
sold or renewed under the Program
unless a community has adopted ade-
quate flood plain management regula-
tions consistent with criteria estab-
lished by the Administrator.

(b) This subpart sets forth the flood
plain management criteria required
for State-owned properties located
within special hazard areas identified
by the Administrator. A State shall
satisfy such criteria as a condition to
the purchase of a Standard Flood In-
surance Policy for a State-owned
structure or its contents, or as a condi-
tion to the approval by the Adminis-
trator, pursuant to Part 75 of this sub-
chapter, of its plan of self-insurance.

[41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 311717, May 31, 1979, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
- Feb. 8, 1984]

§60.12 Flood plain management criteria
for State-owned properties in special
hazard areas.

(a) The State shall comply with the

minimum flood plain management cri-
teria set forth in §§ 60.3, 60.4, and 60.5.
A State either shall:

(1) Comply with the flood plain
management requirements of all local
communities participating in the pro-
gram in which State-owned properties
are located; or

(2) Establish and enforce flood plain
management regulations which, at a
minimum, satisfy the criteria set forth
in §§ 60.3, 60.4, and 60.5.

(b) The procedures by which a state
government adopts and administers
flood plain management regulations
satisfying the criteria set forth in
§5 60.3, 60.4 and 60.5 may vary from
the procedures by which local govern-
ments satisfy the criteria.

44 CFR Ch. | (10-1-88 Edition)

(¢) If any State-owned property is lo-
cated in a non-participating local com-
munity, then the State shall comply
with the requirements of paragraph
(a)(2) of this section for the property.

§60.13 Noncompliance.

If a State fails to submit adequate
flood plain management regulations
applicable to State-owned properties
pursuant to § 60.12 within six months
of the effective date of this regulatjon,
or fails to adequately enforce such reg-
ulations, the State shall be subject to
suspensive action pursuant to § 59.24.
Where the State fails to adequately
enforce its flood plain management
regulations, the Administrator shall
conduct a hearing before initiating
such suspensive action.

[41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1279, and amended at
48 FR 44552, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984)

Subpart C—Additional Considerations
in Managing Flood-Prone, Muds-
lide (i.e., Mudflow)-Prone and
Flood-Related Erosion-Prone
Areas

§ 60.21 Purpose of this subpart.

The purpose of this subpart is to en-
courage the formation and adoption of
overall comprehensive management
plans for flood-prone, mudslide (i.e.,
mudflow)-prone and flood-related ero-
sion-prone areas. While adoption by a
community of the standards in this
subpart is not mandatory, the commu-
nity shall completely evaluate these
standards.

§ 60.22 Planning considerations for flood-
prone areas.

(a) The flood plain management reg-
ulations adopted by a community for
flood-prone areas should:

(1) Permit only that development of
flood-prone areas which (i) is appro-
priate in light of the probability of
flood damage and the need to reduce
flood losses, (ii) is an acceptable social
and economic use of the land in rela-
tion to the hazards involved, and (iii)
does not increase the danger to human
life;
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(2) Prohibit nonessential or improp-

er installation of public utilities and
. public facilities in flood-prone areas.

(b) In formulating community devel-
opment goals after the occurrence of a
flood disaster, each community shall
consider—

(1) Preservation of the flood-prone
areas for open space purposes;

(2) Relocation of occupants away
from flood-prone areas;

(3) Acquisition of land or land devel-
opment rights for public purposes con-
sistent with a policy of minimization
of future property losses;

(4) Acquisition of frequently flood-
damaged structures;

(c) In formulating community devel-
opment goals and in adopting flood
plain management regulations, each
community shall consider at least the
following factors—

(1) Human safety;

(2) Diversion of development to
areas safe from flooding in light of the
need to reduce flood damages and in
light of the need to prevent environ-
mentally incompatible flood plain use;

(3) Full disclosure to all prospective
and interested parties (including but
not limited to purchasers and renters)
that (i) certain structures are located
within flood-prone areas, (ii) variances
have been granted for certain struc-
tures located within flood-prone areas,
and (iii) premium rates applied to new
structures built at elevations below
the base flood substantially increase
as the elevation decreases;

(4) Adverse effects of flood plain de-
velopment on existing development;

(5) Encouragement of floodproofing
to reduce flood damage;

(6) Flood warning and emergency
preparedness plans;

(T) Provision for alternative vehicu-
lar access and escape routes when
normal routes are blocked or de-
stroyed by flooding;

(8) Establishment of minimum flood-
proofing and access requirements for
schools, hospitals, nursing homes, or-
phanages, penal institutions, fire sta-
tions, police stations, communications
centers, water and sewage pumping
stations, and other public or quasi-
public facilities already located in the
flood-prone area, to enable them to

§ 60.22

withstand flood damage, and to facili-
tate emergency operations;

(9) Improvement of local drainage to
control increased runoff that might in-
crease the danger of flooding to other
properties;

(10) Coordination of plans with
neighboring community’s flood plain
management programs;

(11) The requirement that all new
construction and substantial improve-
ments in areas subject to subsidence
be elevated above the base flood level
equal to expected subsidence for at
least a ten year period;

(12) For riverine areas, requiring
subdividers to furnish delineations for
floodways before approving a subdivi-
sion;

(13) Prohibition of any alteration or
relocation of a watercourse, except as
part of an overall drainage basin plan.
In the event of an overall drainage
basin’ plan, provide that the flood car-
rying capacity within the altered or re-
located portion of the watercourse is
maintained;

(14) Requirement of setbacks for
new construction within Zones V1-30,
VE, and V on a community’s FIRM;

(15) Requirement of additional ele-
vation above the base flood level for
all new construction and substantial
improvements within Zones A1-30, AE,
V1-30, and VE on the community’s
FIRM to protect against such occur-
rences as wave wash and floating
debris, to provide an added margin of
safety against floods having a magni-
tude greater than the base flood, or to
compensate for future urban develop-
ment,

(16) Requirement of consistency be-
tween state, regional and local compre-
hensive plans and flood plain manage-
ment programs;

(17) Requirement of pilings or col-
umns rather than fill, for the eleva-
tlon of structures within flood-prone
areas, in order to maintain the storage
capacity of the flood plain and to min-
imize the potential for negative im-
pacts to sensitive ecological areas;

(18) Prohibition, within any flood-
way or coastal high hazard area, of
plants or facilities in which hazardous
substances are manufactured.
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(19) Requirement that a
plan for evacuating residents
of all manufactured home

parks or subdivisions located

within flood prone areas be
developed and filed with and
approved by appropriate com-
munity emergency management
authorities.

[41 FR 46975, Oct. 26, 1976. Redesignated at
44 FR 31177, May 31, 1979, and amended at
50 FR 36025, Sept. 4, 1985]

§60.23 Planning considerations for mud-
slide (i.e., mudflow)-prone areas.

The planning process for communi-
ties identified under Part 65 of this
subchapter as containing Zone M, or
which indicate in their applications
for flood insurance pursuant to § 59.22
of this subchapter that they have
mudslide (i.e., mudflow) areas, should
include—

(a) The existence and extent of the
hazard;

(b) The potential effects of inappro-
priate hillside development, including

(1) Loss of life and personal injuries,
and

(2) Public and private property
losses, costs, liabilities, and exposures
resulting from potential mudslide (i.e.,
mudflow) hazards;

)
hazard including the (1) availability of
land which is not mudslide (i.e., mud-
flow)-prone and the feasibility of de-
veloping such land instead of further
encroaching upon mudslide (i.e., mud-
flow) areas, (2) possibility of public ac-
quisition of land, easements, and de-
velopment rights to assure the proper
development of hillsides, and (3) advis-
ability of preserving mudslide (i.e,
mudflow) areas as open space;

(d) The means of adjusting to the
hazard, including the (1) establish-
ment by ordinance of site exploration,
investigation, design, grading, con-
struction, filing, compacting, founda-
tion, sewerage, drainage, subdrainage,
pianting, 'mspgction and maintenance
standards and requirements that pro-
mote proper land use, and (2) provi-
sion for proper drainage and subdrain-
age on public property and the loca-
tion of public utilities and service fa-
cilities, such as sewer, water, gas and
elgctrica.l systems and streets in a

manner designed to minimize exposure
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to mudslide (i.e., mudflow) hazards
and prevent their aggravation;

(e) Coordination of land use, sewer,
and drainage regulations and ordi-
nances with fire prevention, flood
plain, mudslide (i.e., mudflow), soil,
land, and water regulation in neigh-
boring communities;

(f) Planning subdivisions and other
developments in such a manner as to
avoid exposure to mudslide (i.e., mud-
flow) hazards and the control of public
facility and utility extension to dis-
courage inappropriate development;

(g) Public facility locatien and
design requirements with higher site
stability and access standards for
schools, hospitals, nursing homes, or-
phanages, correctional and other resi-
dential institutions, fire and police sta-
tions, communication centers, electric
power transformers and substations,
water and sewer pumping stations and
any other public or quasi-public insti-
tutions located in the mudslide (i.e.,
mudflow) area to enable them to with-
stand mudslide (i.e., mudflow) damage
and to facilitate emergency oper-
ations; and

(h) Provision for emergencies, in-
cluding:

(1) Warning, evacuation, abatement,
and access procedures in the event of
mudslide (i.e., mudflow),

(2) Enactment of public measures
and initiation- of private procedures to
limit danger and damage from contin-
ued or future mudslides (i.e., mud-
flow),

(3) Fire prevention procedures in the
event of the rupture of gas or electri-
cal distribution systems by mudslides,

(4) Provisions to avoid contamina-
tion of water conduits or deterioration
of slope stability by the rupture of
such systems,

(5) Similar provisions for sewers
which in the event of rupture pose
bo;h hezalth and site stability hazards
an

(6) Provisions for alternative vehicu-
lar access and escape routes when
normal routes are blocked or de-
stroyed by mudslides (i.e., mudflow);

(i) The means for assuring consisten-
cy between state, areawide, and local
comprehensive plans with the plans
developed for mudslide (i.e., mudflow)-
prone areas; - .

(j) Deterring the nonessential instal-
lation of public utilities and public fa-
cilities in mudslide (i.e., mudflow)-
prone areas.
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§ 60.24 Planning considerations for flood-
related erosion-prone areas.

The planning process for communi-
ties identified under Part 65 of this
subchapter as containing Zone E or
which indicate in -their applications
for flood insurance coverage pursuant
to § 59.22 of this subchapter that they
have flood-related erosion areas
should include—

(a) The importance of directing
future developments to areas not ex-
posed to flood-related erosion;

(b) The possibility of reserving
flood-related erosion-prone areas for
open space purposes;

(c) The coordination of all planning
for the flood-related erosion-prone
areas with planning at the State and
Regional levels, and with planning at
the level of neighboring communities;

(d) Preventive action in E zones, in-
cluding setbacks, shore protection
works, relocating structures in the
path of flood-related erosion, and com-
munity acquisition of flood-related
erosion-prone properties for public
purposes;

(e) Consistency of plans for flood-re-
lated erosion-prone areas with compre-
hensive plans at the state, regional
and local levels.

§60.25 Designation, duties, and responsi-
bilities of State Coordinating Agencies.

(a) States are encouraged to demon-
strate a commitment to the minimum
flood plain management criteria set
forth in §§60.3, 60.4, and 60.5 as evi-
denced by the designation of an
agency of State government to be re-
sponsible for coordinating the Pro-
grom aspects cf flood plain manage-
ment in the State.

(b) State participation in furthering
the objectives of this part shall in-
clude maintaining capability to per-
form the appropriate duties and re-
sponsibilities as follows:

(1) Enact, whenever necessary, legis-
lation enabling counties and munici-
palities to regulate development
within flood-prone areas;

(2) Encourage and assist communi-
ties in qualifying for participation in
the Program;

(3) Guide and assist county and mu-
nicipal public bodies and agencies in
developing, implementing, and main-

§ 60.25

taining local flood plain management
regulations;

(4) Provide local governments and
the general public with Program infor-
mation on the coordination of local ac-
tivities with Feederal and State require-
ments for managing flood-prone areas;

(5) Assist communities in disseminat-
ing information on minimum elevation
requirements for development within
flood-prone areas;

(6) Assist in the delineation of river-
ine and coastal flood-prone areas,
whenever possible, and provide all rel-
evant technical information to the Ad-
ministrator;

(7) Recommend priorities for Feder-
al flood plain management activities in
relation to the needs of county and
municipal localities within the State;

(8) Provide notification to the Ad-
ministrator in the event of apparent
irreconcilable differences between a
commpnity's local flood plain manage-
ment program and the minimum re-
quirements of the Program;

(9) Establish minimum State flood
plain management regulatory stand-
ards consistent with those established
in this part and in conformance with
other Federal and State environmen-
tal and water pollution standards for
the prevention of pollution during pe-
riods of flooding;

(10) Assure coordination and consist-
ency of flood plain management activi-
ties with other State, areawide, and
local planning and enforcement agen-
cies;

(11) Assist in the identification and
implementation of flood hazard miti-
gation recommendations which are
consistent with the minimum flcod
plain management criteria for the Pro-
gram,;

(12) Participate in flood plain man-
agement training opportunities and
other flood hazard preparedness pro-
grams whenever practicable.

(c) Other duties and responsibilities,
which may be deemed appropriate by
the State and which are to be official-
ly designated as being conducted in
the capacity of the State Coordinating
Agency for the Program, may be car-
ried out with prior notification of the
Administrator.

(d) For States which have demon-
strated a commitment to and experi-
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ence in application of the minimum
flood plain management criteria set
forth in §§60.3, 60.4, and 60.5 as evi-
denced by the establishment and im-
plementation of programs which sub-
stantially encompass the activities de-
scribed in paragraphs (a), (b), and (¢)
of this section, the Administrator shall
take the foregoing into account when:

(1) Considering State recommenda-
tions prior to implementing Program
activities affecting State communities;

(2) Considering State approval or
certifications of local flood plain man-
agement regulations as meeting the re-
quirements of this part.

[51 FR 30309, Aug. 25, 19861

§ 60.26 Local coordination.

(a) Local flood plain, mudslide (i.e.,
mudflow) and flood-related erosion
area management, forecasting, emer-
gency preparedness, and damage
abatement programs should be coordi-
nated with relevant Federal, State,
and regional programs;

(b) A community adopting flood
plain management regulations pursu-
ant to these criteria should coordinate
with the appropriate State agency to
promote public acceptance and use of
effective flood plain, mudslide, (i.e.,
mudflow) and flood-related erosion
regulations; i

(c) A community should notify adja-
cent communities prior to substantial
commercial developments and large
subdivisions to be undertaken in areas
having special flood, mudslide (i.e.,
mudflow) and/or flood-related erosion
hazards.

PART 61—INSURANCE COVERAGE
AND RATES

Sec.
61.1
61.2
61.3
61.4

Purpose of part.

Definitions.

Types of coverage.

Limitations on coverage.

61.5 Special terms and conditions.

61.6 bll\d:a.ximum amounts of coverage avalil-
able.

61.7 Risk premium rate determinations.

61.8 Applicability of risk premium rates.

61.9 Establishment of chargeable rates.

61.10 Minimum premiums.
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Sec.

61.11 Effective date and time of coverage
under the Standard Flood Insurance
Policy—New Business Applications and
Endorsements.

61.12 Rates based on a flood protection
system involving Federal funds.

61.13 Standard Flood Insurance Policy.

61.14 Standard Flood Insurance Policy In-
terpretations.

61.15 Assumption of liabilities under all
outstanding flood Insurance policies
issued by the National Flood Insurers
Association.

61.16 Probation additional premium.

APPENDIX A (1)—FEDERAL EMERGENCY MAN-
AGEMENT AGENCY, FEDERAL INSURANCE AD-
MINISTRATION—STANDARD FLOOD INSUR-
ANCE PoLICY—DWELLING FORM—INSUR-
ING AGREEMENT

APPENDIX A (2)—FEDERAL EMERGENCY MAN-
AGEMENT AGENCY, FEDERAL INSURANCE AD-
MINISTRATION—STANDARD FLOOD INSUR-
ANCE PoLICY—GENERAL PROPERTY FORM

AUTHORITY: 42 U.S.C. 4001 et seq.; Reorga-
nization Plan No. 3 of 1978; E.O. 12127.

Source: 43 FR 2570, Jan. 17, 1978, unless
otherwise noted. Redeslgnat.ed at 44 FR
311717, May 31, 1979.

§61.1 Purpose of part.

This part describes the types of
properties eligible for flood insurance
coverage under the Program, the
limits of such coverage, and the premi-
um rates actually to be paid by in-
sureds. The specific communities eligi-
ble for coverage are designated by the
Administrator from time to time as ap-
plications are approved under the
emergency program and as ratemaking
studies of communities are completed
prior to the regular program. Lists of
such communities are periodically
published under Part 64 of this sub-
chapter.

[43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 311717, May 31, 1979, and amended at
48 FR 39068, Aug. 29, 1983; 49 FR 4751, Feb.
8, 1984; 49 FR 5621, Feb. 14, 1984)

§ 61.2 Definitions.

The definitions set forth in Part 59
of this subchapter are applicable to
this part.

§61.3 Types of coverage.

Insurance coverage under the Pro-
gram {s available for structures and
their contents. Coverage for each may
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be purchased separately. One policy to
provide insurance for more than one

- structure is not available under. the

Program, unless application to cover
more than one building is made on a
form or in a format approved for that
purpose by the Administrator.

[43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 39068, Aug. 29, 1983; 50 FR 36025,
Sept. 4, 1985; 51 FR 30309, Aug. 25, 19861

§61.4 Limitations on coverage.

(a) All flood insurance made avail-
able under the Program is subject:

(1) To the Act, the Amendments
thereto, and the Regulations issued
under the Act;

(2) To the terms and conditions of
the Standard Flood Insurance Policy,
which shall be promulgated by the Ad-
ministrator for substance and form,
and which is subject to interpretation
by the Administrator as to scope of
coverage pursuant to the applicable
statutes and regulations;

(3) To the specified limits of cover-
age set forth in the Application and
Declarations page of the policy; and

(4) To the maximum limits of cover-
age set forth in § 61.6.

(b) Insurance under the Program is
available only for loss due to flood, as
defined in §59.1 of this subchapter.
The policy covers damage from a gen-
eral condition of flooding in the area
which results from other than natural
causes, such as the breaking of a dam,
but does not cover damage which re-
sults from causes on the insured’s own
property or within his control or from
any condition which causes damage,
which.condition is substantially con-
fined to the insured's premises or
properties immediately adjacent
thereto. ‘

(c) The policy does not cover losses
from rain, snow, sleet, hail, or water
spray that do not result in a general
condition of flooding. It covers losses
from freezing or thawing, or from the
pressure or weight of ice and water,
only where they occur simultaneously
with and as a part of flood damage. It
covers losses from mudslide (i.e., mud-
flow) but dbes not cover damage from
landslides, destabilization or move-
ment of land resulting from the accu-
mulation of water in subsurface land

areas, earthquakes, or similar earth
movements. The policy does not cover
erosion which is not flood-related,
claims resulting from occurrences al-
ready in progress at the time of the in-
ception date of the term of the policy,
or losses caused by land slippage
rather than mudslide (see definition of
mudslide/mudflow in §59.1 of this
subchapter). Damage by seepage and
sewer backup may be covered only
when directly resulting from a flood-
ing situation. Abnormal erosion caused
by high water levels accompanied by
violent wave action along a lake or
other body of water is considered a
flood (see definition of flood-related
erosion in § 59.1 of this subchapter).
However, there is no coverage where
normal, continuous wave action, ac-
companied by erosion or the gradual
and anticipated wearing away of the
land is the proximate cause of proper-
ty damage.

(d) The policy protects against loss
to contents only at the location de-
scribed in the application, except that
contents necessarily removed from the
premises for preservation from a flood
are protected against loss or damage
from flood ‘at the new location, if
placed in a fully enclosed building, pro
rata for a period of 45 days.

(e) The policy does not cover loss to
any building or contents located on
property leased from the Federal Gov-
ernment, arising from or incident to
the flooding of the property by the
Federal Government, where the lease
expressly holds the Federal Govern-
ment harmless, under flood insurance
issued under any Federal Government
program, from loss arising from or in-
cident to the flooding of the property
by the Federal Government.

{43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 39068, Aug. 29, 1983; 50 FR 36025,
Sept. 4, 1985; 53 FR 16277, May 6, 1988]

§61.5 Special terms and conditions.

(a) No new flood insurance or renew-
al of flood insurance policies shall be
written for properties declared by a
duly constituted State or local zoning
or other authority to be in violation of
any flood plain, mudslide (i.e., mud-
flow) or flood-related erosion area
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management or control law, regula-
tion, or ordinance. No new flood insur-
ance shall be written for any building,
and its contents, if the bullding was
newly constructed or substantially im-
proved on or after October 1, 1983, in
an area designated as an undeveloped
coastal barrier within the Coastal Bar-
rier Resources System established by
the Coastal Barrier Resources Act
(Pub. L. 97-348).

(b) In order to reduce the adminis-
trative costs of the Program, of which
the Federal Government pays a major
share, payment of the full policyhold-
er premium must be made at the time
of application.

(c) Because of the seasonal nature of
flooding, refunds of premiums upon
cancellation of coverage by the in-
sured are permitted only if the insurer
ceases to have an owmnership interest
in the covered property at the location
described in the policy. Refunds of
premiums for any other reason are
subject to the conditions set forth in
§ 62.5 of this subchapter.

(d) Each loss sustained by the in-
sured is subject to a deductible provi-
sion under which the insured bears a
portion of the loss before payment is
made under the policy. The amount of
the deductible for each loss occurrence
is (1) for structural (i.e., insured build-
ing) losses, $500.00; and (2) for con-

tents (l.e., insured personal property)

losses, $500.00.

Optional Deductibles, All Zones, are
available as follows:

CaTeacay ONE—1 TO 4 FAMILY SUILDING AND
CONTENTS COVERAGE POLICIES

Building/

Options contents

$500/$500
$1,000/$1,000
$2,000/$1,000
$3,000/$1,000
$4,000/$2,000
$5,000/$2,000
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CATEGORY TwO—1 TO 4 FAMILY BUILDING
CoVvERAGE ONLY OR CONTENTS COVERAGE
ONLY PoLICIES

Options Building | o
$500 $500
1,000 | 1,000
2,000 2,000
3,000 [ 3,000
4,000 [ 4,000
5,000 [ 5,000

! Also applies to residential unit contents in other residen-
tial building or in multi-unit condominium building.

CATEGORY THREE—OTHER RESIDENTIAL AND

NONRESIDENTIAL POLICIES
Single
Poicy | "0

Optons sy | fiter

contents b“"g"g
con-

tents)
$500/$500 $500
1,000/1,000 1,000
2,000/2,000 2,000
3,000/3,000 3,000
4,000/4,000 4,000
5,000/5,000 5,000

NoTE: Any other combination my be sub-
mitted for rating to the NFIP.

(e) Payment for a loss under the
policy does not reduce the amount of
insurance applicable to any other loss
during the policy term which arises
out of a separate flood occurrence, but
all losses arising out of a continuous or
protracted occurrence are deemed to
have arisen out of a single occurrence.

(f) The following property and con-
tents for residential structures are not
insurable under the Program:

(1) Accounts, bills, currency, deeds,
evidences of debt, money, coins,
medals, postage stamps, securities, bul-
lion, manuscripts, or other valuable
papers or records; and contents used in
connection with any incidental com-
mercial occupancy or use of the build-
ing;

(2) A building, and its contents, lo-
cated entirely in, on, or over water or
seaward of mean high tide, if the
building was newly constructed or sub-
stantially improved on or after Octo-
ber 1, 1982.
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(3) Fences, retaining walls, seawalls,
swimming pools, bulkheads, wharves,
piers, bridges, docks; other open struc-
tures located on or over water, includ-
ing boathouses or other similar struc-
tures or buildings into which boats are
floated or personal property in the
open; -

(4) Land values, lawn, trees, shrubs
or plants, growing crops, or livestock;
underground structures and equip-
ment servicing the building including
wells, septic tanks or septic systems;
those portions of walks, walkways,
driveways, patios, and other surfaces,
all of whatever kind of construction,
located outside the perimeter, exterior
walls of the insured building;

(5) Animals, birds, fish; aircraft, any
self-propelled vehicle or machine and
motor vehicles (other than motorized
equipment pertaining to the service of
the premises, operated principally on
the premises of the insured, and not li-
censed for highway use) including
their parts and equipment, trailers on
wheels and other recreational vehicles
whether affixed to a permanent foun-
dation or on wheels; watercraft includ-
ing their furnishings and equipment;
and business property;

(6) Units which are primarily con-
tainers, rather than buildings (such as
gas and liquid tanks);

(7) Buildings and their contents, in-
cluding machinery and equipment,
which are part of the building, where
more than 49 percent of the actual
cash value of such buildings is below
ground, unless the lowest level is at or
above the base flood elevation (in the
Regular Program) or the adjacent
ground .level (in the Emergency Pro-
gram) by reason of earth having been
used as an insulation material in con-
junction with energy efficient building
techniques;

(8) A manufactured (l.e., mobile)
home located or placed within a
FEMA  designated Special Flood
Hazard Area that is not anchored to a
permanent foundation to resist flota-
tion, collapse, or lateral movement (i)
by over-the-top or frame ties to
ground anchors or (ii) in accordance
with manufficturer’s specifications or
(iil) in compliance with the communi-
ty’s flood plain management require-
ments, unless it is a manufactured

§61.5

(i.e., mobile) home on a permanent
foundation continuously insured by
the National Flood Insurance Program
at the same site at least since Septem-
ber 30, 1982.

(9) Enclosures, contents, machinery,
building components, equipment and
fixtures located at an elevation lower
than the lowest elevated floor of an
elevated Post-FIRM building (except
for the required utility connections
and the footing, foundation, posts, pil-
ings, piers or other foundation- walls
and anchorage system as required for
the support of the elevated Post-
FIRM building), including a manufac-
tured home; finished basement walls,
floors, ceilings and other improve-
ments to a basement having its floor
subgrade on all sides (except for
drywalls and sheetrock walls and ceil-
ings, whether finished or unfinished,
all only to the extent of replacing
them with unfinished (i.e., nailed to
framing but not taped or otherwise
finished with paint or other covering)
drywall or sheetrock ceilings or walls,
and except for fiberglass insulation),
and contents, machinery, building
equipment and fixtures in such base-
ment areas; except that coverage is
provided in basement areas and in
areas below the lowest elevated floor
of an elevated Post-FIRM building for
sump pumps, well-water tanks, well-
water tank pumps, oil tanks and the
oil in them, cisterns and the water in
them, natural gas tanks and the gas in
them, pumps and/or tanks used in
conjunction with solar energy systems,
furnaces, hot water heaters, clothes
washers and dryers, food freezers and
the fcod in them, air conditioners,
heat pumps and electrical junction
and circuit breaker boxes; and cover-
age Is also provided in basement areas
and in areas below the lowest elevated
floor of an elevated Post-FIRM build-
ing for stairways and staircases at-
tached to the building which are not
separated from the building by elevat-
ed walkways and for elevators and rel-
evant equipment, except for such rele-
vant equipment located below the base
flood elevation if such relevant equip-
ment was installed on or after October
1, 1987. “Post-FIRM building’” means,
as used in this paragraph (f)(9), a
building for which the start of con-
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struction or substantial improvement
occurred after December 31, 1974, or
on or after the effective date of the
" initial Flood Insurance Rate Map
(FIRM) for the community in which
the building is located, whichever is
later. *

(10) Any building, and its contents,
if the building was newly constructed
or substantially improved on or after
October 1, 1983, in an area designated
as an undeveloped coastal barrier,
within the Coastal Barrier Resources
System established by the Coastal
Barrier Resources Act (Pub. L. 97-
348).

(g) The following property and con-
tents for non-residential structures are
not insurable under the Program:

(1) Accounts, bills, currency, deeds,
evidences of debt, money, coins,
medals, postage stamps, securities, bul-
lion, manuscripts, or other valuable
papers or records;

(2) Except for the insurability of
“animals, birds and fish,” at para-
graph (f)(5) of this section, all of the
kinds of uninsurable property and con-
tents referenced at paragraphs (f) (2)
through (5) and at paragraphs (f) (7)
through (10).

(3) Units which are primarily con-
tainers, rather than buildings (such as
gas and liquid tanks, chemical or reac-
tor container tanks or enclosures,
brick kilns, and similar units) and
their contents (Silos and grain storage
buildings including their contents,
may be insured even though they may
be of container-type construction);

(4) Any building, and its contents, if
the tuilding was newly constructed or
substantially improved on or after Oc-
tober 1, 1983, in an area designated as
an undeveloped coastal barrier within
the Coastal Barrier Resources System

established by the Coastal Barrier Re-.

sources Act (Pub. L. 97-348).

(h) The following rules provide for
voidance, reduction or reformation of
coverage issued under a Standard
Flood Insurance Policy by the insurer:

(1) Voidance: This policy shall be
void and of no legal force and effect in
the event that any one of the follow-
ing conditidns occurs:

(i) The property listed on the appli-
cation is not eligible for coverage, in
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which case the policy is void from its
inception date;

(li) The community in which the
property is located was not participat-
ing in the National Flood Insurance
Program on the policy’s inception date
and did not qualify as a participating
community during the policy’s term
and before the occurrence of any loss,
in which case the policy is void from
its inception date;

(iii) During the term of the poliey,
the participation in the National
Flood Insurance Program of the com-
munity in which the insured property
is located ceases, in which case the
policy shall be deemed void effective
at the end of the last day of the policy
year in which such cessation occurred
and shall not be renewed; in the event
the voided policy included three policy
years In a contract term of three
years, the insured shall be entitled to
a pro-rata refund of any premium ap-
plicable to the remainder of the poli:
cy’s term after voidance of the policy.

(iv) The insured or the insured’s
agent has (A) sworn falsely, or (B)
fraudulently or willfully concealed or
misrepresented any material fact (in-
cluding facts relevant to the rating of
the policy) in the application for cov-
erage, or -upon any renewal of cover-
age, or in connection with the submis-
sion of any claim brought under this
policy, in which case this entire policy
shall be void as of the date the wrong-
ful act was committed, or from its in-
ception if this policy is a renewed
policy and the wrongful act occurred
in connection with an application for
reneswal or endorsement of a policy
issued to the insured in a prior year
and affects the rating of or premium
amount received for this policy. Re-
funds of premiums, if any, shall be
subject to offsets for the insurer’s ad-
ministrative expenses (including the
payment of agent’s commissions for
any voided policy year, in connection
with the issuance of the policy).

(v) The premium received by the in-
surer for the issuance of the policy, in
the case of an application for a new
policy or a policy renewal, is less than
the minimum premium set forth in
§ 61.10, in which case the policy is void
from its inception date.
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(2) Reduction of coverage limits or
reformation. In the event that the pre-
mium payment received by the insurer
is" not sufficient to purchase the
amounts of building coverage and con-
tents (personal property) coverage re-
quested or in the event a rating error
has been innocently made by the in-
sured or the agent on the application,
renewal, endorsement or other form
(whether evident or not) resulting in
insufficient premium being received by
the insurer for the purchase of the
amounts of coverage requested, then:

(i) If the insufficient premium or
other rating error is discovered by the
insurer prior to a loss under the
policy, the policy shall be deemed to
provide only such coverage as can be
purchased, for the entire term of the
policy, with the amount of premium
received; Provided, The insured may
increase any reduced coverage(s) at
any time by payment of the correct
premium for the additional coverage
limits requested and any such correct
premium received by the insurer prior
to any loss under the policy shall
result in coverage being provided for
the loss up to the additional amount
of coverage requested by the insured.
The application of the insufficient
premium received to the provision of
flood insurance coverage shall be
made as follows:

(A) In the event that only one kind
of coverage (building coverage or con-

tents coverage) has been requested, -

the insured shall receive the limits of
that kind of coverage which can be
purchased for the amount of premium
received, less the expense constant;

‘B) In the event that both building
coverage- and contents coverage have
been requested, the insurer shall de-
termine the percentage ratio that each
kind of insurance bears to the total
amount of coverage requested, appor-
tion the total premium received by the
percentage ratio for each kind of cov-
erage, and the insured shall receive, as
to each kind of coverage requested,
the amount of coverage which can be
purchased by the premium amount as
apportioned for each kind of coverage;
where both building and contents cov-
erage are requested and where the ap-
plication of the above percentage ratio
causes the premium received, as ap-

portioned by the ratio, to produce an
amount of premium for one of the
kinds of coverages to be more than
sufficient to purchase the amount of
insurance of that kind of coverage re-
quested by the insured, any such
excess of apportioned premium will be
applied to obtain an additional
amount of the other kind of coverage,
until the amount of insurance request-
ed for the other coverage is obtained;

(C) Provided, however, under this
paragraph (h)(2)(i) of this section as
to any mortgagee (or trustee) named
in the policy, the insurer shall give an-
otice of additional premium due and
the right of reformation shall contin-
ue in force for the benefit only of the
mortgagee (or trustee), up to the
amount of the insured’s indebtedness,
for thirty (30) days after written
notice to the mortgagee (or trustee).

(i) If the insufficient premium or
other rating error is discovered by the
insurer at the time of a loss under the
policy, the policy shall be deemed to
provide coverage pursuant to the pro-
visions of paragraph (h)(2)(i), of this
section, unless:

(A) The insured or the insured’s
agent has sworn falsely or fraudulent-
ly or willfully concealed or misrepre-
sented any material fact (including
facts relevant to the rating of this
policy) in the application for coverage,
or upon any renewal of coverage, or in
connection with the submission of any
claim brought under this policy, in
which case this entire policy shall be
void as of the date the wrongful act
was committed, or from its inception if
this policy is a renewal policy and the
wrongful act occurred in connection
with an application for or renewal or
endorsement of a policy issued to the
insured in a prior year and affects the
rating of or premium amount received
for this policy. Refunds of premiums,
if any, shall be subject to offsets for
the insurer’s administrative expenses
(including the payment of agent's
commissions for any voided policy
year, in connection with the issuance
of the policy), or

(B) Provided paragraph (h)(2)(ii)(A)
of this section does not apply, the in-
sured remits and the insurer receives
that additional premium required to
purchase for the current policy term
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and for the previous policy term, if
then insured, the limits of coverage
for each kind of coverage as was ini-
tially requested by the insured within
thirty (30) days from the date the in-
surer gives the insured written notice
of additional premium due, in which
case the policy shall be reformed, from
its inception date, to provide flood in-
surance coverage to the insured in the
amounts of coverage initially request-
ed. Silence or other failure to remit
the additional premium required, or
nonreceipt of such premium by the in-
surer within thirty (30) days from the
date of notice of premium due, shall
be deemed to be refusal to pay the ad-
ditional premium due and any subse-
quent payment of the additional pre-
mium due shall not reform the policy
from its inception date but shall only
add the additional amount of coverage
to the policy for the remainder of its
term, pursuant to 44 CFR 61.11, with
any excess of premium paid being re-
turned to the insured. Provided, how-
ever, under this subsection “B’ as to
any mortgagee (or trustee) named in
the policy, the insurer shall give a
notice of additional premium due and
the right of reformation shall contin-
ue in force for the benefit only of the
mortgagee (or trustee), up to the
amount of the insured indebtedness,
for thirty (30) days after written
notice to the mortgagee (or trustee);
provided, further, the insurer is under
no obligation to send the insured any
written notice of additional premium
due or notice of premium due under
this subsection “B".

(i) The standard flood insurarnce
policy is authorized only under terms
and conditions established by Federal
statute, the program'’s regulations, the
Administrator’s interpretations and
the express terms of the policy itself.
Accordingly, representations regarding
the extent and scope of coverage
which are not consistent with the Na-
tional Flood Insurance Act of 1968, as
amended, or the Program's regula-
tions, are void, and the duly licensed
property or casualty agent acts for the
insured and does not act as agent for
the Federal Government, the Federal
Emergency Management Agency, or
the servicing agent.
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(j) Duplicate policies not allowed.

Property may not be insured under

more than one policy issued under the
National Flood Insurance Act of 1968,
as amended. When the insurer finds
that duplicate policies are in effect,
the insurer shall by written notice give
the insured the option of choosing
which policy is to remain in effect. If
the insured chooses to keep in effect
the policy with the earlier effective
date, the insurer shall by the same
written notice give the insured an op-
portunity to add the coverage limits of
the later policy to those of the earlier
policy, as of the effective date of the
later policy. If the insured chooses to
keep in effect the policy with the later
effective date, the insurer shall by the
same written notice give the insured
the opportunity to add the coverage
limits of the earlier policy to those of
the later policy, as of the effective
date of the later policy. In either case,
the insured must pay the pro rata pre-
mium for the increased coverage limits
within 30 days of the written notice.
In no event shall the resulting cover-
age limits exceed the statutorily per-
missible limits of coverage under the
Act or the insured’s insurable interest,
whichever is less. The insurer shall
make a refund to the insured, accord-
ing to applicable NFIP rules, of the
premium for the policy not being kept
in effect. For purposes of this para-
graph (j), the term “effective date”
means the date coverage that has been
in effect without any lapse was first
placed in effect. In addition to the pro-
visions of this paragraph (j) for in-

. creasing policy limits, the usual proce-

dures for increasing policy limits by
mid-term endorsement or at renewal
time, with the appropriate waiting
perind, are applicable to the policy the
insured chooses to keep in effect.

(43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
47 FR 19140, May 4, 1982; 48 FR 39068, Aug.
29, 1983; 49 FR 33656, Aug. 23, 1984; 50 FR
36025, Sept. 4, 1985; 51 FR 30309, Aug. 25,
1986; 53 FR 16277, May 6, 1988; 53 FR
27991, July 26, 1988]

§61.6 Maximum amounts of coverage
available.

(a) Pursuant to section 1306 of the
Act, the following are the limits of
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coverage available under the emergen-

§61.8

cy program and under the regular pro-
gram.

Regular Program
Emergen
F’rogramc‘y Second Total
layer amount
First layer available
SINGLE FAMILY RESIDENTIAL
Except in Hawai, Alaska, Guam, U.S. Virgin Islands 35,000 150,000 185,000
In Hawaii, Alaska, Guam, U.S. Virgin Islands 50,000 1 150,000 185,000
OTHER RESIDENTIAL
Except in Hawai, Alaska, Guam, U.S. Virgin islands 100,000 150,000 250,000
In Hawah, Alaska, Guam, U.S. Virgin Islands 150,000 3150,000 250,000
Small business 100,000 150,000 250,000
Churches and other properties 100,000 100,000 200,000
CONTENTS

Residential 10,000 50,000 60,000
Small business 100,000 200,000 300,000
Churches, other properties (per unit) 100,000 100,000 200,000

:;lgdrss :?nly first layer available under Emergency Prognm
%)
2 Add to 100,000.

(b) The maximum limits of coverage
required under the Act are twice the
amounts available under First Layer
Coverage.

(43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
50 FR 36026, Sept. 4, 1985]

§61.7 Risk premium rate determinations.

(a) Pursuant to section 1307 of the
Act, the Administrator is authorized
to undertake studies and investiga--
tions to enable him/her to estimate
the risk premium rates necessary to
provide flood insurance in accordance
with accepted actuarial principles, in-
cluding applicable operating costs and
allowances. : Such rates are also re-
ferred 0 in this suzchagpter as “‘actu-
arial rates.”

(b) The Administrator is also au-
thorized to prescribe by regulation the
rates which can reasonably be charged
to insureds in order to encourage them
to purchase the flood insurance made
available under the Program. Such
rates are referred to in this subchap-
ter as ‘“chargeable rates.” For areas
having special flood, mudslide (.e.,
mudflow), #nd flood-related erosion
hazards, chargeable rates are usually
lower than actuarial rates.

§61.8 Applicability of risk premium rates.

Risk premium rates are applicable to
all flood insurance made available for:

(a) Any structure, the construction
or substantial improvement of which
was started after December 31, 1974 or
on or after the effective date of the
initial FIRM, whichever is later.

(b) Covérage which exceeds the fol-
lowing limits: o

(1) For dwelling properties in States
other than Alaska, Hawalii, the Virgin
Islands, and Guam (i) $35,000 aggre-
gate liability for any property contain-
ing only one unit, (ii) $100,000 for any
property containing more than one
unit, and (iii) $10,000 liability per unit
for any contents related to such unit.

(235 For dwelling properties in
Alaska, Hawaii, the Virgin Islands, and
Guam (i) $50,000 aggregate liability
for any property containing only one
unit, (ii) $150,000 for property contain-
ing more than one unit, and (iii)
$10,000 aggregate liability per unit for
any contents related to such unit.

(3) For churches and other proper-
ties (1) $100,000 for the structure and
(ii) $100,000 for contents of any such
unit.

(¢c) Any structure or the contents
thereof for which the chargeable rates
prescribed by this part would exceed
the risk premium rates.

281




§61.9

§61.9 Establishment of chargeable rates.

(a) Pursuant to section 1308 of the
JAct, chargeable rates per year per $100
of flood insurance are established as
follows for all areas designated by the
Administrator under Part 64 of this
subchapter for the’ offering of flood
insurance.

RATES FOR NEW AND RENEWAL POLICIES

Rates per year per $100

Type of structure coverage on
Structure Contents

(1) Residential .........coceueucenene $0.55 $0.65
(2) All other (including

hotels and motels with

nomal occupancy of

less than 6 months in

BUIRHION .. osramsesasosssmssssssons - .65 1.30

(b) The contents rate shall be based
upon the use of the individual prem-
ises for which contents coverage is
purchased.

[53 FR 23632, June 23, 1988]

§61.10 Minimum premiums.

The minimum premium required for
any policy, regardless of the term or
amount of coverage, is $50.00.

[46 FR 13514, Feb. 23, 1981]

§61.11 Effective date and time of cover-
age under the Standard Flood Insur-
ance Policy—New Business Applicn-
tions and Endorsements.

(a) The effective date and time Of
any new or added or increase in the
amount of flood insurance coverage
shall be 12:01 a.m. of the day following
the application date and the present-
ment of payment of premium in the
following cases: .

(1) During the 30-day period which
follows a community’s initial eligibility
for flood insurance under the emer-
gency program;

(2) During the 30-day period which
follows a community’s initial eligibility
for flood insurance under the regular
program; '

(b) Where title to property is con-
veyed, any new or added coverage or
increase the amount of coverage
with respect to the property shall be
effective as of the time title to the
property is transferred to the purchas-

44 CFR Ch. | (10-1-88 Edition)

er, provided the written request for
the new or added coverage is received
by the NFIP (P.O. Box 459, Lanham,
Maryland 20706) when:

(1) The flood insurance policy is ap-
plied for and the presentment of pay-
ment of premium is made at or prior
to the transfer of title; or

(2) The existing flood insurance
policy on the property was assigned to
the purchaser at or before the trans-
fer of title to the property.

(c) Except as provided by paragraph
(a) or (b) of this section the effective
date and time of any new policy or
added coverage or increase in the
amount of coverage shall be 12:01 a.m.
(local time) on the 5th calendar day
after the application date and the pre-
sentment of payment of premium: for
example, a flood insurance policy ap-
plied for with the payment of the pre-
mium on April 1 to cover property lo-
cated in a community that has been
participating in the program longer
than 30 days will become effective at
12:01 a.m. on April 6.

(d) Adding new coverage or increas-
ing the amount of coverage in force is
permitted during the term of any
policy. The additional premium for
any new coverage or increase in the
amount of coverage shall be calculated
pro rata in accordance with the rates
currently in force.

(e) With respect ‘'to any submission
of an application in connection with
new business, the payment by an in-
sured to an agent or the issuance of
premium payment by the agent, does
not constitute payment to the NFIP,
except where a WYO Company re-
ceives an application and premium
payment from one of its agents and
elects to refer the business to the
NFIP Servicing Agent because the
WYO Company does not wish to write
the business, in which case any appli-
cable waiting period under this section
shall be calculated in accordance with
the first sentence of paragraph (f) of
this section. Therefore, it is important
that an application for Flood Insur-
ance and its premium be mailed to the
NFIP (P.O. Box 459, Lanham, Mary-
land 20706) promptly in order to have
the effective date of the coverage
based on the application date plus the
walting period. If the application and
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the premium payment are received at
the office of the NFIP within ten (10)
days from the date of application, the
waiting period will be calculated from
the date of application. Also, as an al-
ternative, in those cases where the ap-
plication and premium payment are
mailed by certified mail within four
(4) days from the date of application,
the waiting period will be calculated
from the date of application even
though the application and premium
payment are received at the office of
the NFIP after ten (10) days following
the date of application. Thus, if the
application and premium payment are
received after ten (10) days from the
date of the application or are not
mailed by certified mail within four
(4) days from the date of application,
the waiting period will be calculated
from the date of receipt at the office
of the NFIP. To determine the effec-
tive date of any coverage added by en-
dorsement to a flood insurance policy
already in effect, substitute the term
‘“endorsement’” for the term ‘“applica-
tion” in this paragraph (e).

(f) With respect to the submssxon of
an application in connection with new
business, a renewal of a policy in
effect and an endorsement to a policy
in effect, the payment by an insured
to an agent or the issuance of premi-
um payment to a Write-Your-Own
(WYO) Company by the agent, accom-
panied by a properly completed appli-
cation, renewal or endorsement form,
as appropriate, shall commence the
calculation of any applicable waiting
period under this section, provided
that the agent is acting in the capacity
of an agent of a Write-Your-Own
(WYO): Company authorized by 44
CFR 62.23, is under written contract
to or is an employee of such Company,
and such WYO Company is, at the
time of such submission of an applica-
tion in connection with new business
or a renewal of or endorsement to
flood insurance coverage, engaged in
WYO business under an arrangement
entered into by the Administrator and
the WYO Company pursuant to
§ 62.23.

(1) It is further provided that: (i)
With respeot to any submission of an
application with the proper premium
in connection with new flood insur-

ance business to a WYO Company and
a renewal, with the proper premium of
a flood insurance policy in effect by a
WYO Company, which flood insur-
ance policy is to be issued with an ef-
fective date identical to the effective
date of a Homeowners, Farmowners,
or Standard Fire Insurance Policy
(““companion policy’”) to be issued to
the same named insured and insuring
the same property, the flood insurance
policy may be issued in accordance
with the WYO Company’s customary
business practices, as are used in the
case of the companion policy, includ-
ing premium receipt practices, and
may have the same effective date as
the companion policy, anything to the
contrary in this section notwithstand-
ing; provided, the flood insurance
policy may not be cancelled by the
named insured with a return of premi-
um during its term unless the compan-
ion policy, or policies, is also cancelled
by the named insured, effective the
same date of cancellation as the flood
insurance policy.

(ii) Provided, further, lI the premi-
um payments in repect to a companion
policy, or policies, are being made on
an installment basis, the premium
payments in respect to the flood insur-
ance policy may be made by the in-
sured on ‘the same basis; however,
should the insured default in the pay-
ment of any installment of flood insur-
ance premium when it is due, the
WYO Company shall remain liable to
the Administrator for any uncollected
flood insurance premium until it ef-
fects cancellation of both the compan-
ion policy, or policies, and the flood in-
surance policy.

(iii) Provided, further, in the event
the named insured of a flood insur-
ance policy cancels a companion policy
before ‘its expiration, but does not
cancel the flood insurance policy, the
WYO Company may continue the
flood insurance policy in effect to the
end of its term or may cancel the flood
insurance policy and, effective upon
its cancellation, issue a new flood in-
surance policy with the same expira-
tion date as the cancelled policy,
which policy, if renewed by the named
insured, will be renewed for a term of,
at least, one (1) year.
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(2) With respect to any renewal of
an NFIP policy in effect by a WYO
Company, or any renewal of a flood in-

surance policy issued by a WYO Com-
" pany, where payment of premium is
not tendered to an agent under writ-
ten contract to the WYO Company or
to an employee of such WYO Compa-
ny but, instead, is mailed by the pol-
icyholder directly to the WYO Compa-
ny, the renewal premium payment
shall be deemed to be received by the
WYO Company prior to the expira-
tion date of the policy if the renewal
premium payment is mailed to the
WYO Company prior to the expira-
tion date and is received by the WYO
Company prior to or within five (5)
days following the expiration date.

(3) Subject to the provisions of this
paragraph (f), the rules set forth in
paragraphs-(a), (b), (c), (d) and (e) of
this section apply to WYO Companies,
except that premium payments -and
accompanying applications and en-
dorsements shall be mailed to and re-
ceived by the WYO Company, rather
than the NFIP .

[43 FR 50427, Oct. 30, 1978. Redeslgnated at
44 FR 31177, May 31, 1979, and amended at
46 FR 13514, Feb. 23, 1981; 48 FR 39069,

Aug. 29, 1983; 48 FR 44544, Sept. 29, 1983;

49 FR 33656, Aug. 24, 1984; 50 FR 16242,
Apr. 25, 1985; 50 FR 36026, Sept. 4, 1985; 51
FR 30309, Aug. 25, 1986; 53 FR 15211 April
28, 1988]

§61.12 Rates based on a flood protection

system involving Federal funds.

(a) Where the Administrator deter-
mines that a community- has made
adequate progress on the construction
of a flood protection system involving
Federal funds which will significantly
limit the area of special flood hazards,
the applicable risk premium rates for
any property, located within a special
flood hazard area intended to be pro-
tected directly by such system will be
those risk premium rates which would
be applicable when the system is com-
plete.

(b) Adequate progress in paragraph
(a) of this section means that the com-
munity has provided information to
the Administrator sufficient to deter-
mine that ;ubstantlal completion of
the flood protection system has been
effected because:

44 CFR Ch. | (10-1-88 Edition)

(1) 100 percent of the total financial
project cost of the completed flood

- protection system has been author-

ized;

(2) At least 60 percent of the total fi-
nancial project cost of the completed
flood protection system has been ap-
propriated;

(3) At least 50 percent of the total fi-
nancial project cost of the completed
flood protection system has been ex-
pended; -

(4) All critical features of the flood
protection system, as identified by the
Administrator, are under construction,
and each critical feature is 50 percent
completed as measured by the actual
expenditure of the estimated construc-
tion budget funds; and

(5) The community has not been re-
sponsible for any delay in the comple-
tion of the system.

(c) Each request by a community for
a determination must be submitted in
writing to the Risk Studies Division,
Office of Risk Assessment, Federal In-
surance Administration, Federal
Emergency Management Agency,
Washington DC, and contain a com-
plete statement of all relevant facts re-
lating to the flood protection system,
including, but not limited to, support-
ing technical data (e.g., U.S. Army
Corps of ,Engineers flood protection
project data), cost schedules, budget
appropriation data and the extent of
Federal funding of the system’'s con-
struction. Such facts shall include in-
formation sufficient to identify all
persons affected by such flood protec-
tion system or by such request: a full
and precise statement of intended pur-
poses of the flood protection system;
and a carefully detailed description of
such project, including construction
completion target dates. In addition,
true copies of all contracts, agree-
ments, leases, instruments, and other
documents involved must be submitted
with the request. Relevant facts re-
flected in documents, however, must
be included in the statement and not
merely incorporated by reference, and
must be accompanied by an analysis of
their bearing on the requirements of
paragraph (b) of this section, specify-
ing the pertinent provisions. The re-
quest must contain a statement
whether, to the best of the knowledge
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of the person responsible for prepar-
ing the application for the community,
the flood protection system is current-
ly the subject matter of litigation
before any Federal, State or local
court or administrative agency, and
the purpose of that litigation. The re-
quest must also contain a statement as
to whether the community has previ-
ously requested a determination with
respect to the same subject matter
from the Administrator, detailing the
disposition of such previous request.
As documents become part of the file
and cannot be returned, the original
documents should not be submitted.
(d) The effective date for any risk
premium rates established under this
section shall be the date of final deter-
mination by the Administrator that

adequate progress toward completion:

of a flood protection system has been
made in a community. ;

(e) A responsible official of a com-
munity which received a determina-
tion that adequate progress has been
made towards completion of a flood
protection system shall certify to the
Administrator annually on the anni-
versary date of receipt of such deter-
mination that no present delay in
completion of the system is attributa-
ble to local sponsors of the system,
and that a good faith effort is being
made to complete the project.

(f) A community for which risk pre-
mium rates have been made available
under section 1307(e) of the National
Flood Insurance Act of 1968, as
amended, shall notify the Administra-
tor if, at any time, all progress on the
completion of the flood protection
system  has been halted or if the
project for the completion of the flood
protection system has been canceled.

[43 FR 2570, Jan. 17, 1978, Redesignated at
44 FR 31177, May 31, 1979, and amended at
47 FR 43061 Sept. 30, 1982; 48 FR 39069,
Aug. 29, 1983; 48 FR 44552, Sept. 29, 1983;
49 FR 4751, Feb. 8, 1984; 51 FR 30310, Aug.
25, 19861

§ 61.13 Standard Flood Insurance Policy.

(a) Incorporation of forms. Each of
the Standard Flood Insurance Policy
forms irkluded in Appendix “A”
hereto (““General Property” and
“Dwelling Building and Contents’)
and by reference incorporated herein

shall be incorporated into the Stand-
ard Flood Insurance Policy.

(b) Endorsements. All endorsements
to the Standard Flood Insurance
Policy shall be final upon publication
in the FEDERAL REGISTER for inclusion
in Appendix A.

(c) Applications. The application
and renewal application forms utilized
by the National Flood Insurance Pro-
gram shall be the only application
forms used in connection with the
Standard Flood Insurance Policy.

(d) Waivers. The Standard Flood In-
surance Policy and required endorse-
ments must be used in the Flood In-
surance Program, and no provision of
the said documents shall be altered,
varied, or waived other than through
the issuance of an appropriate amend-
atory endorsement, approved by the
Administrator as to form and sub-
stance for uniform use.

(e) Oral and written binders. No oral
binder or contract shall be effective.
No written binder shall be effective
unless issued with express authoriza-
tion of the Administrator.

(f) The Standard Flood Insurance
Policy and endorsements may be
issued by private sector ‘“Write-Your-
Own"” (WYO) property insurance com-
panies, based upon flood insurance ap-
plications and renewal forms, all of
which instruments of flood insurance
may bear the name, as Insurer, of the
issuing WYO Company. In the case of
any Standard Flood Insurance Policy,
and its related forms, issued by a
WYO Company, wherever the names
“Federal Emergency Management
Agency” and “Federal Insurance Ad-
ministration” appear, the WYO Com-
pany is authorized to substitute its
own name therefor. Standard Flood
Insurance Policies issued by WYO
Companies may be executed by the is-
suing WYO Company as Insurer, in
the place and stead of the Federal In-
surance Administrator.

{43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979 and amended at
44 FR 62517, Oct. 31, 1979; 48 FR 46791,
Oct. 14, 1983]
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§61.14 Standard Flood Insurance Policy
Interpretations.

{a) Definition. A Standard Flood In-
surance Policy Interpretation is a writ-
ten determination by the Administra-
tor construing the scope of the flood
insurance coverage that has been and
is provided under the policy.

(b) Publication and requests for in-
terpretation. The Administrator shall,
pursuant to these regulations from
time to time, issue interpretative rul-
ings regarding the provisions of the
Standard Flood Insurance Policy.
Such Interpretations shall be pub-
lished in the FEDERAL REGISTER, made
a part of Appendix C to these regula-
tions, and incorporated by reference as
part of these regulations. Any policy-
holder or person in privity with a pol-
icyholder may file a request for an in-
terpretation in writing with the Feder-
al Insurance Administration, Federal
Emergency Management Agency,
Washington, DC 20472. .

{43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 39072, Aug. 29, 1983]

§61.15 Assumption of liabilities under all
outstanding flood insurance policies
issued by the National Flood Insurers
Association. :

On January 1, 1978, all Standard

Flood Insurance Policies issued by the .
National Flood Insurers Association’

prior to January 1, 1978, which have
their annual policy period extending
into the calendar year 1978, shall be
considered to be Standard Flood In-
surance Policies issued by the Federal
Insurance Administration, Federal
Emergency Management ~ Agency,
Washington, DC.

[43 FR 2570, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
47 FR 43061, Sept. 30, 1982]

§61.16 Probation additional premium.

The additional premium charged
pursuant to , 5§9.24(b) on each policy
sold or renewed within a community
that has beeh placed on probation on
or after October 1, 1986, is $25.00.

[50 FR 36026, Sept. 4, 1985]
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APPENDIX A (1)

FEDERAL EMERGENCY MANAGEMENT
AGENCY, FEDERAL INSURANCE ADMINIS-
TRATION

STANDARD FLOOD INSURANCE PoLICY

[Issued Pursuant to the National Flood
Insurance Act of 1968, or Any Acts
Amendatory Thereof]

DWELLING FORM—INSURING AGREEMENT

Agreement of Insurance Between the Fed-
eral Emergency Management Agency
(FEMA), as Insurer, (hereinafter known as
“we”, “our”, and “us”) and the Insured
(hereinafter known as ‘“you” and “your’).
Based upon your having paid the correct
amount of premium, our reliance on the ac-
curacy of the information and statements
you have furnished in the application for
this policy about the property to be insured
and subject to all the terms of this policy,
the National Flood Insurance Act of 1968, as
amended (42 U.S.C. 4001 et seq., hereinafter
called the Act), and regulations issued by us
(Title 44, Code of Federal Regulations), we
insure you and your legal representatives
against all “Direct Physical Loss by or from
Flood”, as defined in Article II of this
Agreement, to the insured property, to the
extent of the actual cash value, not includ-
ing any antique value, of the property at
the time of loss, but not exceeding the
amount which it would cost to repair or re-
place the property with material of like
kind and quality within a reasonable time
after the loss.

Now therefore, in consideration of the
foregoing and the mutual promises ex-
changed herein, we and you agree, further,
as follows:

Article I—Persons Insured

We insure only:

A. The named insured and legal represent-
atives;

B. Any mortgagee and loss payee named
in the application and declaration page in
the order of precedence and to the extent of
their interest but for no more, in the aggre-
gate, than the interest of the named in-
sured.

Article II—Definitions

“Actual Cash Value” means the replace-
ment cost of an insured item of property at
the time of loss, less the value of physical
depreciation as to the item damaged.

“Application” means the statement made
and signed by you or your agent, and giving
information on the basis of which we deter-
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mine the acceptability of the risk, the policy
to be issued and the correct premium pay-
ment, which must accompany the applica-
tion for the policy to be issued. The applica-
tion is a part of this flood insurance policy.

“Base flood” means the flood having a one
percent chance of being equalled or exceed-
ed in any given year.

“Basement’’ means any area of the build-
ing having its floor subgrade (below ground
level) on all sides.

“Building” means a walled and roofed
structure, other than a gas or liquid storage
tank, that is principally above ground and
affixed to a permanent site, including a
manufactured (i.e., mobile) home on a per-
manent foundation, subject to Article V(H),
and a walled and roofed building in the
course of construction, alteration or repair.
This policy does not cover more than one
building, unless application to cover more
than one building is made on 2 form or in a
format approved for that purpose by the
Administrator.

“Cancellation” means that ending of the
insurance coverage provided by this policy
prior to the expiration date.

“Coastal High Hazard Area” means an
area subject to high velocity waters, includ-
ing hurricane wave wash and tsunami.

“Declaration Page” is a computer generat-
ed summary of information furnished by
you in the application for insurance. The
declarations page is a part of this flood in-
surance policy.

“Direct Physical Loss by or from Flood”
means any loss in the nature of actual loss
of or physical damage evidenced by physical
changes to the insured property (building or
contents (personal property)) which is di-
rectly and proximately caused by a “flood”
(as defined in this Agreement), while the in-
sured property is located: 1. at the property
address shown on the application for this
insurance, which is a part of this Agree-
ment; and 2. for forty-five days, at another
place above ground level, or outside of the
special flood hazard area to which any of
the insured property shall necessarily be re-
moved by you in order to protect and pre-
serve it from flood or from the imminent
danger of flood (provided, personal property
so removed must be placed in a fully en-
closed building or otherwise reasonably pro-
tected from the elements to be insured
against loss), in which case the reasonable
expenses incurred by you including the
value of your own labor and the labor of
members of your household at prevailing
Federal minimum wage rates in moving any
of your insured property temporarily away
from the peril of flood and storing this
property at the temporary location (not ex-
ceeding 45 days) shall be reimbursed to you
for buildings in an amount up to the
amount of the minimum building deductible
and for contents in an amount up to the
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amount of the minimum contents deducti-
ble. This policy’s deductible amounts, as
provided for at Article VI, shall not be ap-
plied to this reimbursement, but shall be ap-
plied to any other benefits under this poli-
cy’s coverage. The term ‘“Direct Physical
Loss by or from Flood” shall not include
compensation for loss of access, loss of use,
loss of profits, or loss resulting from inter-
ruption of business, profession or manufac-
ture, or reimbursement for your additional
living expenses, incurred by reason of your
having to live in rented quarters while the
insured building is being repaired or. re-
placed, or allowance for any increased cost
of repair or reconstruction as a result of any
ordinance regulating reconstruction or
repair, or other economic loss.

“Dwelling” means a building designed for
use as a residence for no more than four
families.

“Expense Constant’: The expense con-
stant is a flat charge per policy term, paid
by the Insured to defray the Federal Gov-
ernment’s policy-writing and other ex-
penses.

“Expiration Date” means the ending of
the insurance coverage provided by this
policy on the expiration date shown on the
declaration page.

“Flood’: Wherever in this policy the term
“flood” occurs, it shall be held to mean:

A. A general and temporary condition of
partial or complete inundation of normally
dry land areas from: ‘

1. The overflow of inland or tidal waters.

2. The unusual and rapid accumulation or
runoff of surface waters {rom any source.

3. Mudslides (i.e., "mudflows) which are
proximately caused by flooding as defined
in paragraph A-2, of this article and are
akin to a river of liquid and flowing xpud on
the surfaces of normally dry land areas, in-
cluding your premises, as when earth is car-
ried by a current of water and deposited
along the path of the current.

B. The collapse or subsidence of land
along the shore of a lake or other body of
water as a result of erosion or undermining
caused by waves or currents of water ex-
ceeding the cyclical levels which result in
flooding as defined in A-1 above.

“Manufactured home” means a building
transportable in one or more sections, which
is built on a permanent chassis and designed
to be used with or without a permanent
foundation when connected to the required
utilities. The term ‘“manufactured home"
does not include park trailers, travel trail-
ers, and other similar vehicles. To be eligible
for coverage under this policy, 2 manufac-
tured home must be on a permanent foun-
dation and if located in a FEMA designated
Special Flood Hazard Area, must meet the
requirements of paragraph H of Article V.
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“Mobile home” means a manufactured
home.

“Policy” means the entire written con-
tract between you and us; it includes this

* printed form, the application, and declara-
tions page, any endorsements which may be
issued and any renewal certificates indicat-
ing that coverage has been instituted for a
new policy and policy term. Only one build-
ing, specifically described by you in the ap-
plication, may be insured under this policy,
unless application to cover more than one
building is made on a form or in a format
approved for that purpose by the Adminis-
trator.

“Post-FIRM building” means a
building for which the start of con-
struction or substantial improvement
occurred after December 31, 1974, or
on or after the effective date of the
initial Flood Insurance Rate Map
(FIRM) for the community in which
the building is located, whichever is
later.

“Probation additional premium' means a
flat charge per policy term paid by the In-
sured on all new and renewal policies Issued
covering property in a community that has
been placed on probation under the provi-
sions of 44 CFR 59.24 on or after October 1,
1986. :

“Walled and Roofed” means the building
has in place two or more exterior, rigid walls
and the roof is fully secured so that the
building will resist flotation, collapse and
lateral movement.

Article III—Losses Not Covered

We only provide coverage for direct physi-
cal loss by or from flood which means we do
not cover: . )

A. Losses from other casualties, including:

1. Loss caused by theft, loss of profits,
fire, windstorm, wind, explosion, earth-
quake, land sinkage, land subsidence, land-
slide, destabilization or movement of land
resulting from the accumulation of water in
subsurface land areas, gradual erosion, or
any other earth movement except such
mudslides (i.e., -mudflows) or erosion as is
covered under the peril of flood.

2. Loss caused (i) by rain, snow, sleet, hail
or water spray; or (ii) by freezing, thawing,
the pressure or weight of ice or water, sewer
backup or seepage of water unless your in-
sured property has been, at the same time,
damaged by a flood.

3. Water, moisture or mudslide (i.e., mud-
flow) damage resulting primarily from any
condition substantially confined to the in-
sured building or from any condition which
{s within yopr control (including but not
limited to design, structural or mechancial
defects, failures, stoppages or breakages of
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water or sewer lines, drains, pumps, fixtures
or equipment).

B. Losses of the following nature:

1. A loss which is already in progress as of
12:01 A.M. of the first day of the policy
term, or as to any increase in the limits of
coverage which is requested by you, a loss
which is already in progress when you re-
quest the additional coverage.

2. A loss from a flood which is confined to
the premises on which your insured proper-
ty is located unless the flood is displaced
over two acres of the premises.

3. A loss caused by your modification to
the insured property or the described prem-
{ses on which the insured property is locat-
ed, which materially increases the risk of
flooding.

4. Loss caused Intentionally by you or any
member of your household.

5. Loss caused by or resulting from power,
heating or cooling failure, unless such fail-
ure results from physcial damage to power,
heating or cooling equipment situated on
premises where the insured property is lo-
cated, caused by the peril insured against.

8. Loss to any building or contents located
on property leased from the Federal Gov-
ernment, arising from or incident to the
flooding of the property by the Federal
Government, where the lease expressly
holds the Federal Government harmless,
under flood insurance issued under any Fed-
eral Government program, from loss arising
from or incident to the flooding of the prop-
erty by the Federal Government.

Article IV—Property Covered (Subject to
“Property Not Covered"” Provisions)

We will pay for physical damage caused
by flood to the building at the property ad-
dress you have furnished, as well as the con-
tents of the building, if you have purchased
contents coverage, and provided you have
paid the correct premium for the insurance,
as follows:

A. We cover your dwelling, which in-
cludes:

1. A residential building, designed for
principal use as a dwelling place for no more
than four families or we cover your dwelling
unit in a condominium building, along with
your insurable tenant in common interest in
that building’s common elements, and the
common elements of any other building of
your condominium association covered by
insurance that is: (I) in the name of your
condominium association, (ii) provided
under the Act, and (iil) in an amount at
least equal to the actual cash value of the
building's common elements at the begin-
ning of the current policy term or the maxi-
mum building coverage limit available under
the Act, whichever is less; provided that the
insurance under this policy shall be excess
over any insurance in the name of your con-
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dominium association. covering the same-

property covered by this policy; provided,
your condominium dwelling unit is a resi-
dence designed for principal use as a dwell-
ing place for no more than one family and it
is so described in the Application; Provided
That, should the amount of insurance col-
lectible under this policy for a loss, when
combined with any recovery available to you
as a tenant in common under any condomin-
ium association flood insurance coverage
provided under the Act for the same loss,
exceed the statutorily permissible limits of
building coverage available for the insuring
of single-family dwellings under the Act,
then the limits of building coverage under
this policy shall be reduced in regard to that
loss by the amount of such excess;

2. Additions and extensions attached to
and in contact with the dwelling; &

3. Building equipment, fixtures and out-
door equipment used in connection with the
dwelling while stored inside the dwelling or
another fully enclosed building at the prop-
erty address;

4. Materials and supplies to be used in
constructing, altering or repairing the dwell-
ing or another building insured by us at the
property address while stored inside a fully
enclosed building (i) at the property address
or (ii) on an adjacent property at the time
of loss, or (iii) in case of another building at
the property address which does not have
walls on all sides, while stored and secured
to prevent flotation out of the building
during flooding (the flotation out of the
building shall be deemed by you and us to
establish the conclusive presumption that
the materials and supplies were not reason-
ably secured to prevent flotation, in which
case no coverage is provided for such mate-
rials and supplies under this policy).

5. As appurtenant structures, detached ga-
rages and carports located at the described
premises, at your option at the time of loss,
in an amount up to 10% of the amount of
insurance you have purchased to cover the
dwelling, including additions to the dwell-
ing: to the extent you exercise this option,
you reduce the amount of insurance avail-
able to cover loss relating to A(1) (2) (3) and
(4) of this appendix, to the dwelling and
this option may not be chosen so as to
extend coverage to buildings: (i) occupied,
rented or leased iIn whole or in part for
dwelling purposes (or held for such use), or
(ii) used in whole or in part for personal or
commercial manufacturing or farming pur-
poses (or held for such uses), or (iii) which
are boathouses.

6. A building in the course of construction
before it is walled and roofed subject to the
following conditions: (i) The amount of the
deductible to; each loss occurrence before
the building 'Is walled and roofed is two
times the deductible which is selected to
apply after the building is walled and
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" roofed; (ii) coverage Is provided before the

building is walled and roofed only while
construction is in progress, or if construc-
tion is halted, only for a period of up to 90
continuous days thereafter, until construc-
tion is resumed; and (iii) there is no cover-
age before the building is walled and roofed
where the lowest floor, including basement
floor, of a non-elevated building or the
lowest elevated floor of an elevated building
is below the base flood elevation in Zones
AH, AE or A1-30 or is below the base flood
elevation adjusted to include the effect of
wave action In Zones VE or VI-30. The
lowest floor levels are based on the bottom
of the lowest horizontal structural member
of the floor in Zones VE or V1-30 and the
top of the floor in Zones AH, AE or A1-30.

7. When the insurance under this policy
covers a building, the reasonable expenses
incurred by you for the purchase of (1) sand-
bags, including sand to fill them and plastic
sheeting and lumber used in connection
with them, (i) fill for temporary levees, (iil)
pumps, and (iv) wood, all for the purpose of
saving the building due to the imminent
danger of a flood loss, including the value of
your own labor and the labor of members of
your household at prevailing Federal mini-
mum wage rates, are a covered loss in an ag-
gregate amount up to the amount of the
minimum building deductible. The policy’s
building deductible amount, as provided for
at Article VI, shall not be applied to this re-
imbursement, but shall be applied to any
other benefits under the policy’'s building
coverage. For reimbursement under this
paragaraph 7 to apply, the following condi-
tions must be met:

(1) The insured property must be in immi-
nent danger of sustaining flood damage; and

(1) The threat of flood damage must be of
such imminence as to lead a person of
common prudence to apprehend {lood
damage; and

(iii) A general and temporary condition of
flooding in the area must occur, even if the
flooding does not reach the insured proper-
ty, or a legally authorized official must issue
an evacuation order or other civil order for
the community in which the insured proper-
ty is located calling for measures to preserve
life and property from the peril of flood.

B. We cover your Personal Property as
contents incidental to the occupancy of the
building as a dwelling under the policy, sub-
ject to “C" of this appendix, and that be-
longing to members of your family in your
household and, at your option within the
limits of contents coverage purchased for
personal property loss, guests’ and servants’
personal property and the personal proper-
ty of others for which you may be responsi-
ble—all while stored within a building at the
property address. Personal property in the
open and not stored in a building shall not
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be covered against loss by flood under this
policy. However, personal property located
in buildings having in place two or more
rigid walls and a fully secured roof are cov-
ered if the contents are secured to prevent
flotation out of the building during flood-
ing: the flotation out of the building during
flooding of any such. contents shall be
deemed by you and us to establish the con-
clusive presumption that the contents were
not reasonably secured to prevent flotation.
At your option at the time of loss, in an
amount up to 10% of the amount of insur-
ance you have purchased to cover personal
property, this policy will also cover:

1. Loss to improvements, alterations, and
additions made by you, as a Tenant, to an
{nsured building at the property address; .

2. If you are an individual condominjum
unit owner, loss to the interior walls, floors,
and ceilings of your unit that are not other-
wise covered under a condominium associa-
tion policy.

C. Limitations: As a limitation on “B”,
above, we shall not reimburse you for loss in
any one flood as to the following personal
property to the extent the total loss of such
property exceeds $250.00: paintings, etch-
ings, pictures, tapestries, art glass windows
and other works of art (such as but not lim-
ited to statuary, marbles, bronzes, rare
books), necklaces, bracelets, gems, precious
or semi-precious stones, articles of gold,
silver, or platinum and furs or any article
containing fur which represents its princi-
pal value. In the case of personal property
owned by you in a condominium building, as
a dwelling unit owner, as well as in common
with other dwelling unit owners, should the
amount of insurance collectible under this
policy for a loss, when combined with any
recovery available to you as a tenant in
common under any condominium associa-

tion flood insurance coverage provided '

under the Act for the same loss, exceed the
statutorily permissible limits of contents
coverage avalilable for the insuring of single-
family dwelling owners under the Act, then
the limits of contents coverage under this
policy shall be reduced in regard to that loss
by the amount of such excess.

D. Debris removal’ Within the limits of
your coverage, we COVer any expense you
incur, including the value of your own labor
and the labor of members of your house-
hold at prevailing Federal minimum wage
rates, as a result of removing debris of, on
or from the insured property so long as the
debris problem was directly caused by a
flood.

E. Demolition coverage: Within the limits
of your coverage, you may apply all or part
of the proceeds of any flood insurance claim
you make under this policy toward the ex-
penses you incur in removing damaged por-
tions of the insured building from the prop-
erty location following a flood loss. -
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Article V—Property not Covered

We do not cover and will not pay for
damage to or loss of any of the following:

A. Accounts, bills, currency, deeds, evi-
dences of debt, money, coins, medals, post-
age stamps, securities, bullion, manuscripts,
or other valuable papers or records and con-
tents used in connection with any incidental
commercial occupancy or use of the build-
ing.

B. A building, and its contents, located en-
tirely in, on, or over water or seaward of
mean high tide, if the building was newly
constructed or substantially improved on or
after October 1, 1982.

C. Fences, retaining walls, seawalls, swim-
ming pools, bulkheads, wharves, piers,
bridges, docks; other open structures located
on or over water, including boat houses or
other similar structures or buildings into
which boats are floated or personal proper-
ty in the open.

D. Land values, lawn, trees, shrubs or
plants, growing crops, or livestock; under-
ground structures and equipment including
wells, septic tanks or septic systems; those
portions, of walks, walkways, driveways,
patios, and other surfaces, all of whatever
kind of construction, located outside the pe-
rimeter, exterior walls of the insured build-

E. Animals, birds, fish; aircraft, any self-
propelled vehicle or machine and motor ve-
hicles (other than motorized equipment per-
taining to the service of the premises, oper-
ated principally on the premises of the in-
sured, and not licensed for highway use) in-
cluding their parts and equipment, trailers
on wheels and other recreational vehicles
whether affixed to a permanent foundation
or on wheels; watercraft including their fur-
nishings and equipment; and business prop-
erty. . 5

F. Enclosures, contents, machinery, build-
ing components, equipment and fixtures lo-
cated at an elevation lower than the lowest
elevated floor of an elevated Post-FIRM
building (except for the required utility con-
nections and the footing, foundation, posts,
pilings, piers or other foundation walls and
anchorage system as required for the sup-
port of the elevated Post-FIRM building),
including a manufactured (i.e.,, mobile)
home; finished basement walls, floors, ceil-
ings and other improvements to a basement
having its floor subgrade on all sides,
(except for drywalls and sheetrock walls
and ceilings, whether {inished or unfin-
ished, all only to the extent of replacing
them with unfinished (i.e., nailed to framing
but not taped or otherwise finished with
paint or other covering) dryw' 1 or sheet-
rock ceilings or walls, and except for fiber-
glass insulation)and contents, machinery,
building equipment and fixtures in such
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basement areas; except that, as to this para-
grarh (F), coverage is provided in basement
areas and in areas below the lowest elevated
. floor of an elevated Post-FIRM building for
sump pumps, well-water tanks, well-water
tank pumps, oil tanks and the oil in them,
cisterns and the water in them, natural gas
tanks, and the gas in them pumps and/or
tanks used in conjunction with solar energy
systems, furnaces, hot water heaters,
clothes washers and dryers, food freezers,
and the food in them air conditioners, heat
pumps and electrical junction and circuit
breaker boxes; and coverage is also provided
in basement areas and in areas below the
lowest elevated floor of an elevated Post-
FIRM building for stairways and staircases
attached to the building which are not sepa-
rated from the building by elevated walk-
ways and for elevators and relevant equip-
ment, except for such relevant equipment
located below the base flood elevation if
such relevant equipment was installed on or
after October 1, 1987.

G. Buildings and their contents, including
machinery and equipment, which are part
of the building, where more than 49 percent
of the actual cash value of such buildings is
below ground, unless the lowest level is at or
above the base flood elevation (in the Regu-
lar Program) or the adjacent ground level
(in the Emergency Program) by reason of
earth having been used as an insulation ma-
terial in conjunction with energy efficient
building techniques;

H. A manufactured (i.e., mobile) home lo-
cated or placed within a FEMA designated
Special Flood Hazard Area that is not an-
chored to a permanent foundation to resist
flotation, collapse, or lateral movement (i)
by over-the-top or frame ties to ground an-
chors or (ii) in accordance with manufactur-
er’s specifications or (iii) in compliance with
the community’s flood plain management
requirements, unless it is a manufactured
(i.e., mobile) home on a permanent founda-
tion continuously insured by the National
Flood Insurance Program at the same site
at least since September 30, 1982.

I. Units which are primarily containers,
rather than buildings (such as gas and
liquid tanks).

J. A building, and its contents, newly con-
structed or substantially improved on or
after October 1, 1983, in an area designated
as an undeveloped coastal barrier within the
Coastal Barrier Resources System estab-
lished by the Coastal Barrier Resources Act
(Pub. L. 97-348).

Article VI—Deductibles

A. Each loss to your insured property is
subject to a deductible provision under
which your bear a portion of the loss before
payment isYnade under the policy.

B. The loss deductible shall apply sepa-
rately to each building loss and contents
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(personal property) loss including, as to
each, any appurtenant structure loss and
debris removal expense.

C. The amount of the deductible for each
loss occurrence is determined as follows: We
shall be liable only when such loss exceeds
$500.00, or the amount of any higher de-
ductible which you selected when you ap-
plied for this insurance or when you raised
the deductible by endorsement.

Article VII—Replacement Cost Provisions

Subject to Article “VI and the limits of
building coverage you have purchased, these
provisions shall apply only to a Single
Family Dwelling which is the principal resi-
dence of the insured and which is covered
under this policy. Outdoor antennas and
aerials, carpeting, awnings, appliances and
other outdoor equipment, all whether at-
tached to the insured building or not, are
excluded from the replacement cost cover-
age. For purposes of this Article VII, a
single family dwelling qualifies as your prin-
cipal residence provided that, at the time of
the loss, you or your spouse have lived in
your building for either (1) 80% of the cal-
endar year immediately preceding the loss
or (2) 80% of the period of your ownership
of the insured building, if less than one cal-
endar year immediately preceded the loss.
For purposes of this Article, the replace-
ment cost provisions do not apply to a con-
dominium unit within a vertical building
having one or more condominium units in it
not contiguous to the ground. Under this
Article: .

A. If at the time of loss the total amount
of insurance applicable to said dwelling is
80% or more of the-full replacement cost of
such dwelling, or is the maximum amount
of insurance available under the National
Flood Insurance Program, the coverage of
this policy applicable to such dwelling is ex-
tended to include the full cost of repair or
replacement (without deduction for depre-
ciation).

B. If at the time of loss the total amount
of insurance applicable to said dwelling is
less than 80% of the full replacement cost
of such dwelling and less than the maxi-
mum amount of insurance available under
the National Flood Insurance Program, our
liability for loss under this policy shall not
exceed the larger of the following amounts:

1. The actual cash value (meaning replace-
ment cost less depreciation) of that part of
the dwelling damaged or destroyed; or

2. That portion of the full cost of repair or
replacement without deduction for deprecia-
tion of that part of the dwelling damaged or
destroyed, which the total amount of insur-
ance applicable to said dwelling bears to
809 of the full replacement cost of such
dwelling.
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If 80% of the full replacement cost of such
dwelling is greater than the maximum
amount of insurance available under the
National Flood Insurance Program, use the
maximum amount in lieu of the 80% figure
in the application of this limit.

C. Our liability for loss under this policy
shall not exceed the smallest of the follow-
ing amounts: -

1. The limit of liability of this policy ap-
plicable to the damaged or destroyed build-
ing.

g. The replacement cost of the dwelling or
any part thereof identical with such dwell-
ing on the same premises and intended for
the same occupancy and use; or

3. The amount actually and necessarily
expended In repairing or replacing said
dwelling or any part thereof intended for
the same occupancy and use.

D. When the full cost of repair or replace-
ment is more than $1,000 or more than 5%
of the whole amount of insurance applica-
ble to said dwelling, we shall not be liable
for any loss under paragraph A or para-
graph B-2 of these provisions unless and
until actual repair or replacement is com-
pleted.

E. In determining if the whole amount of
insurance applicable to said dwelling is 80%
or more of the full replacement cost of such
dwelling, the cost of excavations, under-
ground flues and pipes, underground wiring
and drains, and brick, stone and concrete
foundations, piers and other supports which
are below the under surface of the lowest
basement floor, or where there is no base-
ment, which are below the surface of the
ground inside the foundation walls, shall be
disregarded. -

F. You may elect to disregard this condi-
tion in making claim hereunder, but such
election shall not prejudice your right to
make further claim within 180 days after
loss for any additional liablility brought
about by these provisions. ’

G. These Replacement Cost Provisions do
not apply to any manufactured (i.e., mobile)
home which when assembled is not at least
16 feet wide or does not have an area within
its perimeter walls of at least 600 square
feet or personal property (contents) covered
under this policy, nor do they apply to any
loss where insured property is abandoned
and remains as debris at the property ad-
dress following a loss.

H. If your dwelling sustains a total loss or
if we should pay you the entire building loss
proceeds under these replacement cost pro-
visions, there is no requirement that you re-
build the building at the insured property
address.

1. If the cBmmunity in which your proper-
ty is located has been converted from the
Emergency Program to the Regular during
the current policy term, then these Replace-
ment Cost Provisions shall be applied based
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on the maximum amount of insurance avall-
able under the National Flood Insurance
Program at the beginning of the current
policy term instead of at the time of loss.

Article VIII—General Conditions and
Provisions

A. Pair and set clause: If you lose an arti-
cle which is part of a pair or set, we will
have the option of paying you an amount
equal to the cost of replacing the lost arti-
cle, less depreciation, or an amount which
represents the fair proportion of the total
value of the pair or set that the lost article
bears to the pair or set.

B. Concealment, fraud: We will not cover
you under this policy, which shall be void,
nor can this policy be renewed or any new
flood insurance coverage be issued to you if
you have sworn falsely, or willfully con-
cealed or misrepresented any material fact,
or done any fraudulent act concerning this
insurance (See “F,” of this article). In addi-
tion we will not cover you under this policy,
which shall be void, in the event you have
willfully concealed or misrepresented any
fact on a ‘“Recertification Questionnaire,”
which causes us to issue a policy to you
based on a premium amount which is less
than the premium amount which would
have been payable by you were it not for
the misstatement of fact (see “G,” of this
article).

C. Other insurance: We shall not be liable

- for a greater proportion of any loss, less the

amount of deductible, from the peril of
flood than the amount of insurance under
this policy bears to the whole amount of
flood insurance (excluding therefrom any
amount of “excess insurance’ as hereinafter
defined) covering the property, or which
would have covered the property except for
the existence of this insurance, whether col-
lectible or not. In other words, if you obtain
additional flood insurance to cover the
structure insured by this policy beyond that
obtained under the authority of the Nation-
al Flood Insurance Act of 1968, as amended,
then you must acquire the maximum
amount of available flood insurance under
said Act in order to avoid the imposition of
proration as described in the preceding sen-
tence.

In the event that the whole amount of
flood insurance (excluding therefrom any
amount of “excess insurance’ as hereinafter
defined) covering the property exceeds the
maximum amount of insurance permitted
under the provisions of the National Flood
Insurance Act of 1968, or any acts amenda-
tory thereof, it is hereby understood and
agreed that the insurance under this policy
shall be limited to a proportionate share of
the maximum amount of insurance permit-
ted on such property under said Act, and
that a refund of ‘any extra premium paid,
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computed on a pro rata basis, shall be made
by us upon request in writing submitted not
later than 2 years after the expiration of
the policy term during which such extra
amount of insurance was in effect.

“Excess Insurance” as used herein shall
be held to mean insurance of such part of
the actual cash value of the property as is in
excess of the maximum amount of insur-
ance permitted under said Act with respect
to such property.

D. Amendments, waivers, assignment
This Standard Flood Insurance Policy
cannot be amended nor can any of its provi-
sions be waived without the express written
consent of the Federal Insurance Adminis-
trator. No action we take under the terms of
this policy can constitute a waiver of any of
our rights. Except in the case of (1) a con-
tents only policy and (2) a policy issued to
cover a building in the course of construc-
tion, assignment of this policy, in writing, is
allowed upon transfer of title.

E. Cancellation of policy by yvouw'

1. You can cancel this policy at any time
but a refund of premium money will only be
made to you when: )

a. You cancel because you have trans-
ferred ownership of the insured property to
someone else. In this case, we will refund to
you, once we receive your written request
for cancellation (signed by you), the excess
of premiums paid by you which apply to the
unused portion of the policy’s term, pro-rata
but with retention of the expense constant.

b. You cancel because we have determined
that your property is not, in fact, in a spe-
cial flood hazard area; and you were re-
quired to purchase flood insurance coverage
by a private lender or Federal agency pursu-
ant to Pub. L. 93-234, section 102; and the
lender or Federal agency no longer requires
the retention by you of the coverage. In this
event, if no claims have been paid or are
pending, your premium payments will be re-
funded to you in full, according to our appli-
cable regulations.

c. You cancel a policy having a term of
three (3) years, on an anniversary date, and
the reason for the cancellation is:

(1) A policy of flood insurance has been
obtained or is being obtained in substitution
for this policy and we have received a writ-
ten concurrence in the cancellation from
any mortgagee of which the NFIP has
actual notice, or (ii) you have extinguished
the insured mortgage debt and are no
longer required by the mortgagee to main-
tain the coverage.

Refund of any premium, under this sub-
paragraph ‘c”, shall be pro rata but with re-
tention of the expense constant.

F. Voidance, reduction or reformation of
the coverage by us:

1. Voidance: This policy shall be void and
of no legal force and effect in the event that
any one of the following conditions occurs:
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a. The property listed on the application
is not eligible for coverage, in which case
the policy is void from its inception;

b. The community in which the property
is located was not participating in the Na-

. tional Flood Insurance Program on the poli-

cy's inception date and did not qualify as a
participating community during the policy’s
term and before the occurrence of any loss
for which you may receive compensation
under the policy, in which case the policy is
void from its inception date;

c. If, during the term of the policy, the
participation in the National Flood Insur-
ance Program of the community in which
your property is located ceases, in which
case the policy shall be deemed void effec-
tive at the end of the last day of the policy
year in which such cessation occurred and
shall not be renewed; in the event the
voided policy included three policy years in
a contract term of three years, you shall be
entitled to a pro-rata refund of any premi-

- um applicable to the remainder of the poli-

cy’s term after voidance of the policy;

d. In the event you or your agent have (1)
sworn falsely or (ii) fraudulently or willfully
concealed or misrepresented any material
fact (Including facts relevant to the rating
of this policy) in the application for cover-
age, or upon any renewal of coverage, or in
connection with the submission of any claim
brought under the policy, in which case this
entire policy shall be void as of the date the
wrongful act was committed or from its in-
ception if this policy is a renewal policy and
the wrongful act occurred iIn connection
with an application for or renewal or en-
dorsement of a policy issued to you in a
prior year and affects the rating of or pre-
mium amount received for this policy. Re-
funds of premiums, {f any, shall be subject
to offsets for our administrative expenses
(including the payment of agent’s commis-
sions for any voided policy year) in connec-
tion with the issuance of the policy;

e. The premium you submit is less than
the minimum premium set forth in 44 CFR
61.10 in connection with any application for
a new policy or policy renewal, in which
case the policy is void from its inception
date.

2. Reduction of coverage limits or refor-
mation. In the event that the premium pay-
ment received by us is not sufficient to pur-
chase the amounts of building coverage and
contents (personal property) coverage re-
quested or in the event a rating error has
been innocently made by you or your agent
on the application, renewal, endorsement,
or other form (whether evident or not) re-
sulting in insufficient premium being re-
ceived by us for the purchase of the
amounts of coverage requested, then:

(1) If the insufficient premium or other
rating error is discovered by us prior to a
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loss under the policy, the policy shall be
deemed to provide only such coverage as can
be purchased, for the entire term of the
policy, for the amount of premium received;
‘provided, you may increase any reduced
coverage(s) at any time by payment of the
correct premium for the additional limits of
coverage requested and any such correct
premium received by us prior to any loss
under the policy shall result in coverage
being provided for the loss up to the addi-
tional amount of coverage requested by you.
The application of the insufficient premium
received to the provision of flood insurance
coverage shall be made as follows:

a. In the event that only one kind of cov-
erage (building coverage or contents cover-
age) has been requested, you shall receive
the limits of that kind of coverage which
can be purchased for the amount of premi-
um received, less the expense constant;

b. In the event that both building cover-
age and contents coverage have been re-
quested, we shall determine the percentage
ratio that each kind of insurance bears to
the total amount of coverage requested, ap-
portion the total premium received by the
percentage ratio for each kind of coverage,
and you shall receive, as to each kind of cov-
erage requested, the amount of coverage
which can be purchased by the premium
amount as apportioned for each kind of cov-
erage; where both bullding and contents
coverage are requested and where the appli-
cation of the above percentage ratio causes
the premium received, as apportioned by
the ratio, to produce an amount of premium
for one of the kinds of coverage to be more
than sufficient to purchase the amount of
insurance of that kind of coverage requested
by you, any such excess of apportioned pre-
mium will be applied to obtain an additional
amount of the other kind of coverage until
the amount of insurance requested for the
other coverage is obtained;

c. Provided, however, under this section
(2.) (1) as to any mortgagee (or trustee)
named in the policy, we shall give a notice
of additional premium due and the right of
reformation shall continue in force for the
benefit' only of the mortgagee (or trustee),
up to the amount of your indebtedness, for
thirty (30) days after written notice to the
mortgagee (or trustee).

(1) If the insufficient premium or other
rating error is discovered by us at the time
of a loss under the policy, the policy shall
be deemed to provide coverage pursuant to
the provisions of (i) of this article, unless:

a. You or your agent has sworn falsely or
fraudulently or willfully concealed or mis-
represented any material fact (including
facts relevant to the rating of this policy) in
the application for coverage, or upon any re-
newal of coverage, or in connection with the
submission of any claim brought under this
policy, in which case this entire policy shall
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be void as of the date the wrongful act was
committed or from its inception if this
policy is a renewal policy and the wrongful
act occurred in connection with an applica-
tion for or renewal or endorsement of a
policy issued to you in a prior year and af-
fects the rating of or premium amount re-
celved for this policy.

Refunds of premiums, if any, shall be sub-
ject to offsets for our administrative ex-
penses (including the payment of agent's
commissions for any voided policy year) in
connection with the issuance of the policy;
or

b. Provided (ii) a. of this article, does not
apply, you remit and we recelve the addi-
tional premium required to purchase (for
the current policy term and the previous
policy term, if then insured) the limits of
coverage for each kind of coverage as was
initially requested by you within thirty (30)
days from the date we give you written
notice of additional premium due in which
case the policy shall be reformed, from its
inception date, to provide flood insurance
coverage to you in the amounts of coverage
initially requested. Silence or other failure
to remit the additional premium required or
non-receipt of such premium by us within
thirty (30) days from the date of notice of
premium due shall be deemed to be refusal
to pay the additional premium due and any
subsequent payment of the additional pre-
mium due shall not reform the policy from
i{ts inception date but shall only add the ad-
ditional amounts of coverage to the policy
for the remainder of {ts term, pursuant to
44 CFR 61.11, with any excess of premium
pald being returned to you. Provided, how-
ever, under this subsection “B” as to any
mortgagee (or trustee) named in the policy,
we shall give a notice of additional premium
due and the right of reformation shall con-
tinue In force for the benefit only of the
mortgagee (or trustee), up to the amount of
your indebtedness, for thirty (30) days after
written notice to the mortgagee (or trustee),
Provided, further, we are under no obliga-
tion to send you any written notice of addi-
tional premium due or notice of premium
due under this subsection.

G. Policy renewal: The term of this policy
commences on its inception date and ends
on its expiration date, as shown on the
“Declaration Page” which is attached to the
policy. We are under no obligation to send
you any renewal notice or other notice that
your policy term is coming to an end and
the receipt of any such notice by you shall
not be deemed to be a waiver of this provi-
sion on our part. We are under no obligation
to assure that policy changes reflected in
endorsements submitted by you during the
policy term and accepted by us are included
in any renewal notice or new policy which
we send to you. “Policy changes’” includes
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the addition by you of new coverage (e.g.
contents coverage added to a building cover-
age policy or vice versa) or any increases in
the amounts of coverage. ’
This policy shall not be renewed and the
coverage provided by it shall not continue
into any successive policy term unless the

renewal premium payment is received by us.

at the office of the NFIP within 30 days of
the expiration date of this policy, subject to
Article VIILF of this appendix. If the re-
newal premium payment is mailed by certi-
fied mail to the NFIP prior to the expira-
tion date, it shall be deemed to have been
received within the required 30 days. The
coverage provided by the renewal policy is
in effect for any loss occurring during this
30-day period even if the loss occurs before
the renewal premium payment is received,
so long as the renewal premium payment is
received within the required 30 days. In all
other cases, this policy shall terminate as of
the expiration date of the last policy term
for which the premium payment was timely
received at the office of the NFIP, and in
that event, we shall not be obligated to pro-
vide you with any cancellation, termination,
policy lapse, or policy renewal notice advis-
ing you of any such cancellation, termina-
tion, policy lapse, or policy renewal; provid-
ed, however, with respect to any mortgagee
(or trustee) named in the declarations form
attached to-this policy, this insurance shall
continue in force only for the benefit of
such mortgagee (or trustee) for 30 days
after written notice to the mortgagee (or
trustee) of termination of this policy, and
shall then terminate.

In connection with the renewal of this
policy, you will be requested during the
policy term to recertify, on a Recertification
Questionnaire we will provide you,

recent application for or renewal of insur-
ance.

Notwithstanding your responsibility to
submit the appropriate renewal premium in
sufficient time to permit its receipt by us
prior to the expiration of the policy being
renewed, we have established a business
procedure for mailing renewal notices to
assist insureds in meeting their responsibil-
ity. Regarding our business procedure, evi-
dence of the placing of any such notices
into the U.S. Postal Service, addressed to
you at the address appearing on your most
recent. application or other appropriate
form (received by the NFIP prior to to the
mailing of the renewal notice by us), does,
in all respects, for purposes of the NFIP
presumptively establish delivery to you for
all purposes irrespective of whether you ac-
tually recelveqme notice. However, in the
event we determine that, through any cir-
cumstances, any renewal notice was not
placed into the U.S. Postal Service, or, If
placed, was prepared or addressed in 2

the
rating information used to rate your most
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manner which we determine could preclude
the likelihood of it being actually and
timely received by you prior to the due date
for the renewal premium, the following pro-
cedures shall be followed:

In the event that you or your agent noti-
fies us not later than one year after the
date on which the payment of the renewal
was due, of a nonreceipt of a renewal notice
prior to the due date for the renewal premi-
um, which we determine was attributable to
the above circumstances, we shall mail a
second bill providing a revised due date,
which shall be thirty days after the date on
which the bill is mailed. If the renewal pay-
ment is received by such revised due date,
the policy shall be renewed as of the date
on which the prior policy would have ex-
pired. If the renewal payment requested by
reason of the second bill is not recelved by
the revised due date, no renewal shall occur
and the policy shall remain an expired
policy as of the expiration date prescribed
on the policy.

H. Alterations and repairs: You may, at
any time and at your own expense, make al-
terations, additions and repairs to the in-
sured property and complete structures.in
the course of construction.

I. Requirements in case of loss: Should a

flood loss occur to your insured property,
you must: :
1. Notify us in writing as soon as practica-
ble; !
2. As soon as reasonably possible, separate
the damaged and undamaged property, put-
ting it in the best possible order so that we
may examine it; and _:

3. Within 60 days after the loss, send us a
proof of loss, which is your statement as to
the amount you are claiming under the
policy signed and sworn to by you and fur-
nishing us with the following information.

a. The date and time of the loss,

b. A brief explanation of how the loss hap-
pened,

c. Your interest in the property damaged
(for example, “owner”) and the interests, if
any, of others in the damaged property,

d. The actual cash value of each damaged
item of insured property after depreciation
is deducted from the cost of replacement of
the property (unless the policy’'s “RE-
PLACEMENT COST PROVISIONS" apply,
in which case the replacement cost without
allowance for depreciation should be fur-
nished) and the amount of damages sus-
tained,

e. Names of mortgagees or anyone else
having a lien, charge or claim against the in-
sured property,

f. Details as to any other contracts of in-
surance covering the property, whether
valid or not,
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g. Details of any changes In ownership,
use, occupancy, location or possession of the
insured property since the policy was issued,

h. Details as to who occupied any insured
building at the time of loss and for what
purpose, and )

{. The amount you claim is due under this
policy to cover the loss, including state-
ments concerning:

(i) The limits of coverage stated in the
policy, i

(ii) The cost to repair or replace the dam-
aged property (whatever costs less).

4. The insurance adjuster whom we hire
to investigate your claim may furnish you
with a proof of loss form, and she or he may
help you to complete it. However, this is a
matter of courtesy only, and you must still
send us a proof of loss within 60 days after
the loss even if the adjuster does not fur-
nish the form or help you complete it. In
completing the proof of loss, you must use
your own judgment concerning the amount
of loss and the justification for that
amount; the adjuster is not authorized to
approve or disapprove claims or to tell you
whether your claim will be approved by us.

5. We may, at our option, waive the re-
quirement for the completion and filing of a
Proof of Loss in certain cases, in which
event you will be required to sign and, at
our option, swear to an adjuster’s report of
the loss which includes information about
your loss and the damages needed by us in
order to adjust your claim;

6. Any false statements made in the
course of presentment of a claim under this
policy may be punishable by fine or impris-
onment under the applicable Federal laws.

J. Our options after a loss: Options we
may, in our sole discretion, exercise after a
loss include the following:

1. Evidence of loss. If we specifically re-
quest it, in writing, you may be required to
furnish us with a complete inventory of the
destroyed, damaged and undamaged proper-
ty, Including details as to quantities, costs,
actual cash values, amounts of loss claims,
and any written plans and specifications for
repair. of the damaged property which you
can make reasonably available to us.

2. Ezamination under oath. We may re-
quire you to show us or our designee, the
damaged property, to be examined under
oath by our designee and to sign any tran-
scripts of such examinations; to, at such rea-
sonable times and places as we may desig-
nate, permit us to examine and make ex-
tracts and copies of all books of accounts,
bills, invoices and other vouchers, or certi-
fied copies thereof if the originals are lost,
pertaining to the damaged property.

3. Options 7 repair or replace. We may
take all oran: Hart of the damaged proper-
ty at the ag- :4 or appralsed value and,
also, to repalr, :bulild or replace the proper-
ty destroyed ci damaged with other of like
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kind and quality within a reasonable time,
on giving you notice of our intention to do
so within 30 days after the receipt of the
proof of loss herein required under “I”,
above.

4. Adjustment options. We may adjust loss
to any insured property of others with the
owners of such property or with you for
their account. Any such insurance under
this policy shall not inure directly or indi-
rectly to the benefit of any carrier or other
bailee for hire.

K. When loss peyable. Loss is payable
within 60 days after you file your proof of
loss (or within 90 days after the insurance
adjuster files an adjuster's report signed
and sworn to by you in lieu of a proof of
loss) and ascertainment of the loss is made
either by agreement between us and you ex-
pressed in writing or by the filing with us of
an award as provided in paragraph “M", of
this article. If we reject your proof of loss in
whole or in part, you may accept such
denial of your claim, or exercise your rights
under this policy, or file an amended proof
of loss as long as it is filed within 60 days of
the dgte of the loss or any extension of time
allowed by the Administrator.

L. Abandonment. You may not abandon
damaged or undamaged insured property to
us. However, we may permit you to keep
damaged, insured property (‘‘salvage’) after
a loss and reduce the amount of the loss
proceeds payable to you under the policy by
the value of the salvage.

M. Appraisal. If at any time after a loss,
we are unable to agree with you as to the
actual cash value—or, if applicable, replace-
ment cost—of the damaged property so as to
determine the amount of loss to be paid to
you, then, on the written demand of either
one of us, each of us shall select a compe-
tent and disinterested appraiser and notify
the other of the appraiser selected within 20
days of such demand. The appraisers shall
first select a competent and disinterested
umpire; and failing, after 15 days, to agree
upon such umpire, then, on your request or
our request, such umpire shall be selected
by a judge of a court of record in the State
in which insured property is located. The
appraisers shall then appraise the loss, stat-
ing separately replacement cost, actual cash
value and loss to each item; and, failing to
agree, shall submit their differences, only,
to the umpire. An award in writing, so item-
ized, of any two (appraisers or appraiser and
umpire) when filed with us shall determine °
the amount of actual cash value and loss or,
should this policy’s replacement cost provi-
sions apply, the amount of replacement cost
and loss. Each appraiser shall be paid by the
party selecting him and the expenses of ap-
praisal and umpire shall be paid by both of
us equally.
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N. Loss clause. If we pay you for damage
to property sustained in a flood loss, you are
still eligible, during the term of the policy,
to collect for a subsequent loss due to an-
other flood. Of course, all loss arising out of
a single, continuous flood of long duration
shall be adjusted as one flood loss.

O. Mortgage clause. (Applicable to build-
ing coverage only and effective only when
policy is made payable to a mortgagee (or
trustee) named in the application and decla-
rations form attached to this policy or of
whom the Insurer has actual notice prior to
the payment of loss proceeds under this
policy.)

Loss, if any, under this policy, shall be
payable to the aforesaid as mortgagee (or
trustee) as interest may appear under all
present or future mortgages upon the prop-
erty descibed in which the aforesaid may
have an interest as mortgagee (or trustee),
in order of precedence of said mortgages,
and this insurance, as to the interest of the
mortgagee (or trustee) only therein, shall
not be invalidated by any act or neglect of
the mortgagor or owner of the described
property, nor by any foreclosure or other
proceedings or notice of sale relating to the
property, nor by any change in the title or
ownership of the property, nor by the occu-
pation of the premises for purposes more
hazardous than are permitted by this policy;
provided, that in case the mortgagor or
owner shall neglect to pay any premium due
under this policy, the mortgagee (or trust-
ee) shall, on demand, pay the same.

Provided, also, that the mortgagee (or
trustee) shall notify the Insurer of any
change of owmership or occupancy or in-
* crease of hazard which shall come to the
knowledge of said mortgagee (or trustee)
and, unless permitted by this policy, it shall
be noted thereon and the mortgagee (or
trustee) shall, on demand, pay the premium
for such increased hazard for the term of

the use thereof; otherwise this policy shall
be null and void.

If this policy is cancelled by the Insurer, it
shall continue in force for the benefit only
of the mortgagee (or trustee) for 30 days
after written notice to the mortgagee (or
trustee) of such cancellation and shall then
cease, and the Insurer shall have the right,
on like notice, to cancel this agreement.

Whenever the Insurer shall pay the mort-
gagee (or trustee) any sum for loss under
this policy and shall claim that, as to the
mortgagor or owner, no liability therefor ex-
isted, the Insurer shall, to the extent of
such payment, be thereupon legally subro-
gated to all the rights of the party to whom
such payment shall be made, under all secu-
rities held collateral to the mortgage
debt, or may, as its option, pay to the mort-
gagee (or trustee) the whole principal due

"or to grow due on the mortgage with inter-
est, and shall thereupon receive a full as-
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signment and transfer of the mortgage and
of all such other securities; but no subroga-
tion shall impair the right of the mortgagee
(or trustee) to recover the full amount of
said mortgagee’s (or trustee’s) claim.

P. Mortgagee obligations. If the insured
fails to render proof of loss, the named
mortgagee (or trustee) upon notice, shall
render proof of loss in the form herein spec-
ified within 60 days thereafter and shall be
subject to the provisions of this policy relat-
ing to appraisal and time of payment and of
bringing suit.

Q. Conditions for filing a lawsuif. You
may not sue us to recover money under this
policy unless you have complied with all the
requirements of the policy. If you do sue,
you must start the suit within twelve (12)
months from the date we mailed you notice
that we have denied your claim, or part of
your claim, and you must file the suit In the
United States District Court for district in
which the insured property was located at
the time of the loss.

R. Subrogation. Whenever we make a pay-
ment for a loss under this policy, we are
subrogated to your right to recover for that
loss from any other person. That means
that your right to recover for a loss that
was partly or totally caused by someone else
is automatically transferred to us, to the
extent that we have paid you for the loss.
We may require you to acknowledge this
transfer in writing. After the loss, you may
not give up our right to reccver this money
or do anything which would prevent us
from recovering it. If you make any claim
against any person whe caused your loss
and recover any money, you must pay us
back first before you may keep any of that
money. -

S. Continuous Lake Flooding: Where the
insured building has been inundated by
rising lake waters continuously for 90 days
or more and it appears reasonably certain
that a continuation of this flooding will
result in damage, reimbursable under this
policy, to the insured building equal to or
greater than the building policy limits plus
the deductible or the maximum payable
under the policy for any one building loss,
we will pay you the lesser of these two
amounts without waiting for the further
damage to occur if you sign a release agree-
ing (1) to make no further claim under this
policy, (ii) not to seek renewal of this policy,
and (iii) not to apply for any flood insur-
ance under the National Flood Insurance
Act of 1968, as amended, for property at the
property location of the insured building. If
the policy term ends before the insured
building has been flooded continuously for
90 days, the provisions of this paragraph S
still apply so long as the first building
damage reimbursable under this policy from
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the continuous flooding occurred before the
end of the policy term.

*T. Duplicate policies not allowed. Proper-

ty may not be insured under more than one
policy issued under the Act. When we find
that duplicate policies are in effect, we shall
by written notice give you the option of
choosing which policy Is to remain in effect.
If you choose to keep in effect the policy
with the earlier effective date, we shall by
the same written notice give you an oppor-
tunity to add the coverage limits of the
later policy to those of the earlier policy, as
of the effective date of the later policy. If
you choose to keep in effect the policy with
the later effective date, we shall by the
same written notice give you the opportuni-
ty to add the coverage limits of the earlier
policy to those of the later policy, as of the
effective date of the later policy. In either
case, you must pay the pro rata premium
for the increased coverage limits within 30
days of the written notice. In no event shall
the resulting coverage limits exceed the
statutorily permissible limits of coverage
under the Act or your insurable interest,
whichever is less. We shall make a refund to
you, according to applicable NFIP rules, of
the premium for the policy not being kept
in effect. For purposes of this paragraph T,
the term “effective date” means the date
coverage that has been in effect without
any lapse was first placed in effect. In addi-
tion to the provisions of this paragraph T
for increasing policy limits, the usual proce-
dures for increasing policy limits by mid-
term endorsement or at renewal time, with
the appropriate waiting period, are applica-
ble to the policy you choose to keep in
effect. )

Article IX—Liberalization Clause

While this policy is in force, should we
have adopted any forms, endorsements,
rules or regulations by which this policy
could be broadened or extended for your
benefit by endorsement or substitution of
policy form, then, such matters shall be
considered to be incorporated in this policy
without additional premium charge and
shall inure to your benefit as though such
endorsement of substitution of policy form
had been made.

Article X—What Law Governs

This policy is governed by the flood insur-
ance regulations issued by FEMA, the Na-
tional Flood Insurance Act of 1968, as
amended (42 U.S.C. 4001, et seq.) and Feder-
al common law.

In witness whereof, we have signed this
policy belowtand hereby enter into this In-
surance Agreement.

JZFFREY S. BRAGG,
Administrator, Federal Insurance
Administration.
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[47 FR 19142, May 4, 1982, as amended at 48
FR 39069, Aug. 29, 1983; 48 FR 42818, Sept.
20, 1983; 49 FR 336517, Aug. 24, 1984; 50 FR
36026, Sept. 4, 1985; 51 FR 30310, Aug. 25,
1986; 53 FR 16277, May 6, 1988; 53 FR
27991, July 26, 1988)

APPENDIX A (2)

FEDERAL EMERGENCY MANAGEMENT
AGENCY, FEDERAL INSURANCE ADMIN-
ISTRATION

STANDARD F'LOOD INSURANCE PoLICY

[Issued Pursuant to the National Flood In-
surance Act of 1968, or Any Acts Amenda-
tory Thereof (hereinafter called the Act),
and Applicable Federal Regulations in
Title 44 of the Code of Federal Regula-
tions, Subchapter B]

GENERAL PROPERTY FORM

In consideration of the payment of the
premium, in reliance upon the statements in
the application and declarations form made
a part hereof and subject to all the terms of
this policy, the Insurer does insure the In-
sured and legal representatives, to the
extent of the actual cash value, not includ-
ing any antique value of the property at the
time of loss, but not exceeding the amount
which it would cost to repair or replace the
property with material of like kind and
quality within a reasonable time after such
loss, without allowance for any increased
cost of repair or reconstruction by reason of
any ordinance or law regulating construc-
tion or repair, and without compensation
for loss resulting from interruption of busi-
ness or manufacture, nor in any event for
more than the interest of the insured,
against all direct loss by or from flood as de-
fined herein, to the property described
while located or contained as described in
the application and declarations form at-
tached hereto or pro rata for 45 days at
each proper place to which any of the prop-
erty shall necessarily be removed for preser-
vation from the peril of “Flood”, but not
elsewhere.

Assignment of this policy, in writing, by
the Insured is allowed upon transfer of title
except for (1) a contents only policy and (ii)
a policy issued to cover a building in the
course of construction. The Insurer under
this Policy is the Federal Emergency Man-
agement Agency.

Article I—Persons Insured

The following are insured under this
policy:

A. The named insured and legal represent-
atives:
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B. Any mortgagee and loss payee named
in the application and declaration page in
" the order of precedence and to the extent of
their interest but for no more, in the aggre-
gate, than the interest of the named in-
sured. .

Article II—Definitions

Definitions—As used in this Policy:

“Actual cash value” means the replace-
ment cost of an insured item of property at
the time of loss, less the value of physical
depreciation as to the item damaged.

“Application” means the statement made
and signed by the Insured, or the Insured's
agent, and giving information on the basis
of which the Insurer determines the accept-
ability of the risk, the policy to be issued
and the correct premium payment, which
must accompany the application for the
policy to be issued. The application is a part
of this flood insurance policy.

“Base flood” means the flood having a one
percent chance of being equalled or exceed-
ed in any given year.

“Basement” means any area of the bulild-
ing having its floor subgrade (below ground
level) on all sides.

“Building” means a walled and roofed
structure, other than a gas or liquid storage
tank, that is principally above ground and
affixed to a permanent site, including a
walled and roofed building in the course of
construction, alteration or repair and a
manufactured (l.e., mobile) home on a per-
manent foundation, subject to Paragraph
“H"” of the provision titled “Property Not
Covered”. This policy does not cover more
than one building, unless application to
cover more than one building {s made on a
form or in a format approved for that pur-
pose by the Administrator.

“Cancellation” means that ending of the
insurance coverage provided by this policy
prior to the expiration date.

“Coastal high hazard area” means an area
subject- to high velocity waters including
hurricane wave wash and tsunamis.

“Declarations page” is a computer gener-
ated summary of information furnished by
the Insured in the application for insurance.
The declarations page is a part of this flood
insurance policy.

“Direct physical loss by or from flood”
means any loss in the nature of actual loss
of or physical damage, evidence by physical
changes, to the insured property (building
or contents (personal property)) which is di-
rectly and proximately caused by a “flood”
(as defined in this Agreement), while the in-
sured property is located: (1). At the proper-
ty addres# shown on the application for this
insurance, which is a part of this Agree-
ment; and (2) for forty-five days, at another
place above ground level or outside of the
special flood hazard area to which any of
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the insured property shall necessarily be re-
moved In order to protect and preserve it
from a flood or from the imminent danger
of flood (provided, personal property so re-
moved must be placed in a fully enclosed
building or otherwise reasonably protected
from the elements to be insured against
loss) in which case the reasonable expenses
incurred by the Insured in moving any of
the insured property temporarily away from
the peril of flood and storing this property
at the temporary location (not exceeding 45
days) shall be reimbursed to the Insured for
buildings in an amount up to the amount of
the minimum building deductible and for
contents in an amount up to the amount of
the minimum contents deductible. This poli-
cy's deductible amounts, as provided for
herein under “DEDUCTIBLES"”, shall not
be applied to this reimbursement, but shall
be applied to any other benefits under this
policy’s coverage. The term “Direct Physical
Loss by or from Flood” shall not include
compensation for loss of use, loss of access,
loss of profits or loss resuiting from inter-
ruption of business, profession or manufae-
ture, -allowance for any increased cost of
repair -or reconstruction as a result of any
ordinance regulating reconstruction or
repair, or other economic loss.

‘“Expense constant” is a flat charge per
policy term, paid by the Insured, to defray
the Federal Government's policywritlng and
other expense.

“Expiration date” means the ending of
the Insurance coverage provided by this
policy on the expiration date shown on the
declaration page.

“Flood’’: Wherever in this policy the term
“flood” occurs, it shall be held to mean:

A. A general and temporary condition of
partial or complete inundation of normally
dry land areas from:

i. The overflow of inland or tidal waters.

2. The unusual and rapid accumulation or
runoff of surface waters from any source.

3. Mudslides (i.e., mudflows) which are
proximately caused by flooding as defined
in paragraph A-2 of this definition and are
akin to a river of liquid and flowing mud on
the surfaces of normally dry land areas, as
when earth is carried by a current of water
and deposited along the path of the current.

B. The collapse or subsidence of land
along the shore of a lake or other body of
water as a result of erosion or undermining
caused by waves or currents of water ex-
ceeding the cyclical levels which result in
flooding as defined in A-1 of this definition.

“Manufactured home” means a building,
transportable in one or more section, which
{s built on a permanent chassis and designed
to be used with or without a permanent
foundation when connected to the required
utilities. The term “manufactured home”
does not include. park trallers, travel trail-
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ers, and other similar vehicles. To be eligible
for coverage under this policy, a manufac-
tured home must be on a permanent foun-
dation and if located in a FEMA designated
Special Flood Hazard Area, must meet the
requirements of paragraph H of PROPER-
TY NOT COVERED.

“Mobile home” means a manufactured
home.

“Policy” means the entire written con-
tract between the Insured and the Insurer,
including this printed form, the application
and declarations page, any endorsements
which may be issued and any renewal certif-
icates indicating that coverage has been in-
stituted for a new policy and policy term.
Only one building, specifically described by
you in the application, may be insured
under this policy, unless application to
cover more than one building is made on a
form or in a format approved for that pur-
pose by the Administrator.

“Post-FIRM building” means a building
for which the start of construction or sub-
stantial improvement occurred after Decem-
ber 31, 1974, or on or after the effective date
of the initial Flood Insurance Rate Map
(FIRM) for the community in which the
building is located, whichever is later.

“Probation additional premium” means &
flat charge per policy term paid by the In-
sured on all new and renewal policies issued
covering property in a community that has
been placed. on probation under the provi-
sions of 44 CFR 59.24 on or after October 1,
1986.

“Walled and roofed” means the building
has in place two or more exterior, rigid walls
and the roof is fully secured so that the
bullding will resist flotation, collapse and
lateral movement.

Article III—Perils Excluded

The Insurer shall not be liable for loss:

A. By (1) rain, snow, sleet, hail or water
spray; (2) freezing, thawing or by the pres-
sure or weight of ice or water except where
the property covered has been simulta-
neously damaged by flood; (3) water, mols-
ture or mudslide (i.e., mudflow) damage of
any kind resulting primarily from condi-
tions, causes or occurrences which are solely
related to the described premises or are
within the control of the insured (Including
but not limited to design, structural or me-
chanical defects, fallures, stoppages or
breakages of water or sewer lines, drains,
pumps, fixtures, or equipment) or any con-
dition which causes flooding which is sub-
stantially confined to the described prem-
ises or properties immediately adjacent
thereto or; (4) seepage backup of water, or
hydrostatic pressure not related to a condi-
tion of “flood” ks defined;

B. Caused directly or indirectly by (1) hos-
tile or warlike action in time of peace or

44 CFR Ch. | (10-1-88 Edition)

war, including action in hindering, combat-
ing or defending against an actual, impend-
Ing or expected attack, (a) by any govern-
ment or sovereign power (de jure or de
facto), or by any authority maintaining or
using military, naval or air forces, or (b) by
military, naval or air forces, or (¢c) by an
agent of any such government, power, au-
thority or forces, it being understood that
any discharge, explosion or use of any
weapon of war employing nuclear fission or
fusion shall be conclusively presumed to be
such a hostile or warlike action by such a
government power authority or forces; (2)
insurrection, rebellion, revolution, civil war,
usurped power, or action taken by govern-
mental authority in hindering combating or
defending against such an occurrence;

C. By nuclear reaction or nuclear radi-
ation or radioactive contamination, all
whether controlled or uncontrolled, or due
to any act or condition incident to any of
the foregoing whether such loss-be direct or
indirect, proximate or remote, or be in
whole or in part caused by, contributed to,
or aggravated by the peril insured against
by this policy;

D. By theft, fire, windstorm, wind, explo-
sion, earthquake, land sinkage, land subsid-
ence, landslide, destabilization or movement
of land resulting from the accumulation of
water in subsurface land areas, gradual ero-
sion, or any other earth movement except
such mudslides (Le., mudflows) or erosion as
is covered under the peril of flood.

E. Caused by or resulting from power,
heating or cooling failure, unless such fall-
ure results from physical damage to power,
heating or cooling equipment situated on
premises where the property covered is lo-

- cated caused by the peril insured against.

. F. Caused intentionally by the Insured.

G. Which is already in progress as of 12:01
a.m. of the first day of the policy term.

H. From a flood which is confined to the
premises on which the insured property is
located unless the flood is displaced over
two acres of the insured premises.

I. Caused by any modification by the In-
sured to the insured property or the de-
scribed premises on which the insured prop-
erty is located which materially increases
the risk of flooding.

J. To any building or contents located on
property leased from the Federal Govern-
ment, arising from or incident to the flood-
ing of the property by the Federal Govern-
ment, where the lease expressly holds the
Federal Government harmless, under flood
insurance issued under any Federal Govern-
ment program, from loss arising from or in-
cident to the flooding of the property by
the Federal Government.
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Article IV—Property Covered (Subject to
“Property Not Covered” Provisions)

A. Building. 1. When the insurance under
this policy covers a building, such insurance
shall include additions and extensions at-
tached thereto; permanent fixtures, ma-
chinery and equipment forming a part of
and pertaining to the service of the build-
ing; personal property of the insured as
landlord used for the maintenance or serv-
ice of the building including fire extinguish-
ing apparatus, floor coverings, refrigerating
and ventilating equipment, all while within
the described building; also, materials and
supplies while within an enclosed structure
located on the described premises or adja-
cent thereto, intended for use in construc-
tion alteration or repair of such building or
appurtenant private structures on the de-
scribed premises.

2. When the insurance under this policy
covers a building in the course of construc-
tion, such insurance shall apply before the
building is walled and roofed subject to the
following conditions: (i) The amount of the
deductible for each loss occurrence before
the building is walled and roofed is two
times the deductible which is selected to
apply after the building is walled and
roofed; (il) coverage is provided before the
building is walled and roofed only while
construction is in progress, or if construc-
tion is halted, only for a period of up to 90
continuous days thereafter, until construc-
tion is resumed; and (iil) there is no cover-
age before the building is walled and roofed
where the lowest floor, including basement
floor, of a non-elevated building or the
lowest elevated floor of an elevated building
is below the base flood elevation in Zones
AH, AE or Al1-30 or is below the base flood
elevation adjusted to include the effect of
wave action in Zones VE or VI-30. The
lowest floor levels are based on the bottom
of the lowest horizontal structural member
of the floor in Zones VE or V1-30 and the
top of the floor in Zones AH, AE or AI-30.

3. When the insurance under this policy
covers & building, the reasonable expenses
incurred by the Insured for the purchase of
(1) sandbags, including sand to fill them and
plastic sheeting and lumber used in connec-
tion with them, (ii) fill for temporary levees,
(iif) pumps, and (iv) wood, ali for the pur-
pose of saving the building due to the immi-
nent danger of a flood loss, are a covered
loss in an aggregate amount up to the
amount of the minimum building deducti-
ble. The policy’s bullding deductible
amount, as provided for herein under “DE-
DUCTIBLES,"” shall not be applied to this
reimbursement, but shall be applied to any
other benefi®s under the policy’s building
coverage. For reimbursement under this
paragraph 3 to apply, the following condi-
tions must be met: .

Pi. 61, App. A (2)

(1) The insured property must be in immi-
nent danger of sustaining flood damage; and

(ii) The threat of flood damage must be of
such imminence as to lead a person of
common prudence to apprehend flood
damage; and

(iil) A general and temporary condition of
flooding in the area must occur, even if the
flooding does not reach the insured proper-
ty, or a legally authorized official must issue
an evacuation order or other civil order for
the community in which the insured proper-
ty is located calling for measures to preserve
life and property from the peril of flood.

B. Contents. When the insurance under
this policy covers contents, coverage shall
be for either household contents or other
than household contents, but not for both.

1. When the insurance under this policy
covers other than household contents, such
insurance shall cover merchandise and
stock, materials and stock supplies of every
description, furniture, fixtures, machinery
and equipment of every description all
owned by the insured; improvements and
betterments (as hereinafter defined) to the
building if the insured is not the owner of
the building and when not otherwise cov-
ered; all while within the described inclosed
building. Bailees’ goods are specifically ex-
cluded from coverage under this policy.

2. When the insurance under this policy
covers household contents, such insurance
shall cover all household and personal prop-
erty usual or incidental to the occupancy of
the premises as a residence—except animals,
birds, fish, business property, other proper-
ty not covered under the provisions of this
policy, and any property more specifically
covered In whole or in part by the other in-
surance including the peril insured against
in this policy; belonging to the Insured or
members of the Insured's family of the
same household, or for which the Insured
may be liable, or, at the option of the In-
sured, belonging to a servant or guest of the
Insured; all while within the described
building.

_The Insured, if not the owner of the de-
scribed building, may apply up to 10% of
the amount of insurance applicable to the
household contents covered under this item,
not as an additional amount of insurance, to
cover loss to improvements and betterments
(as hereinafter defined) to the described
building.

The Insured, if an individual condomini-
um unit owner in the described building,
may apply up to 10% of the amount of in-
surance on contents covered under this
policy, not as an additional amount of insur-
ance, to cover loss to the interior walls
floors and ceilings that are not otherwise
covered under a condominium association
policy on the describgd building.
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The Insurer shall not be liable for loss in
any one occwrrence for more than $250 in
the aggregate on paintings, etchings, pic-
tures, tapestries, art glass windows and
other works of art (such as but not limited
to statuary, marbles, bronzes, rare books,
porcelains, rare glass, and bric-a-brac), Jew-
elry, watches, necklaces, bracelets, gems,

precious and semi-precious stones, articles

of gold, silver, platinum and furs and any
article containing fur which represents its
principal value. .

3. When the insurance under this policy
covers improvements and betterments, such
insurance shall cover the Insured’s used in-
terest in improvements and betterments to
the described building.

(a) The term “improvements and better-
ments” wherever used in this policy is de-
fined as fixtures, alterations, installations,
or additions comprising a part of the de-
scribed building and made, or acquired, at
the expense of the Insured exclusive of rent
paid by the Insured, but which are not le-
gally subject to removal by the Insured.

(b) The word ‘“lease” wherever used in
this policy shall mean the lease or rental
agreement, whether written or oral, ln
effect as of the time of loss. >

(c) In the event improvements and better-
ments are damaged or destroyed during the
term of this policy by the peril insured
against, the liability of the Insurer shall be
determined as follows: : =

(1) If repaired or replaced at the expense
of the Insured within a reasonable time
after such loss, the actual cash value of the
damaged or destroyed lmprovements and
betterments. -

(2) If not repaired or replaced within a
reasonable time after such loss, that propor-
tion of the original cost at time of installa-
tion of the damaged or destroyed improve-

merits and betterments which the unexpired .-

term of the lease at the time of loss bears to
the period(s) from the date(s) such improve-
ments and betterments were made to the
expiration date of the lease.

(3) If repaired or replaced at the expense
of others for the use of the Insured, there
shall be no lability hereunder.

4. In the case of contents owned by the In-
sured in a condominium building, as a con-
dominium unit owner, as well as in common
with other condominium unit owners,
should the amount of insurance collectible
under this policy for a loss, when combined
with any recovery available to the Insured
as a tenant in common under any condomin-
fum association flood Insurance coverage
provided under the Act for the same loss,
exceed the statutorily permissible limits of
contents coverage available under the Act
for the insuring of risks of the class (resi-
dentlial, nonresldential, or small business) of
the Insured, then the limits of contents cov-
erage under this policy shall be reduced in
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regard to that loss by the amount of such
excess.

C. Debris Removal. This {nsurance covers
expense incurred in the removal of debris of
or on the building or contents covered here-
under, which may be occasioned by loss
caused by the peril insured against in this
policy.

The total llability under this policy for
both loss to property and debris removal ex-
pense shall not exceed the amount of insur-
ance applying under this policy to the prop-
erty covered. .

Article V—Property Not Covered

This policy shall not cover:

A. Accounts, bills, currency, deeds, evi-
dences of debt, money, coins, medals, post-
age stamps, securities, bullion, manuscripts,
or other valuable papers or records.

B. A building, and its contents, located en-
tirely in, on, or over water or seaward of
mean high tide, if the building was newly
constructed or substantially improved on or
after October 1, 1982.

C. Fences, retaining walls, seawalls, swim-
ming pools, bulkheads, wharves, piers,
bridges, docks; other open stuctures located
on or over water, including boathouses or
other similar structures or buildings into
which boats are floated; or personal proper-
ty in the open. .

D. Land values, la.wn. trees. shrubs or
plants, growing crops, or livestock; under-
ground structures and equipment including
wells, septic tanks or septic systems; those
portions of walks, walkways, driveways,
patios, and other surfaces, all of whatever
kind of construction, located outside the pe-
rimeter, exterior walls of the insured build-
ing. .
E. Alrcraft any self-propelled vehicle or
machine and motor vehicles (other than
motorized equipment pertaining to the serv-
ice of the premises, operated principally on
the premises of the insured, and not l-
censed for highway wuse) including their
parts and equipment, trailers on wheels and
other recreational vehicles whether affixed
to a permanent foundation or on wheels;
watercraft including their furnishings and
equipment.

F. Enclosures, contents machinery, build-
ing components, equipment and fixtures lo-
cated at an elevation lower than the lowest
elevated floor of an elevated Post-FIRM
building (except for the required utility con-
nections and the footing, foundation, posts,
pilings, piers or other foundation walls and
anchorage system as required for the sup-
port of the elevated Post-FIRM building),
including a manufactured (j.e., mobile)
home; finished basement walls, floor, ceil-
ings and other improvement to a basement
having its floor subgrade on all sides (except
for drywalls and sheetrock walls and ceil-
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ings, whether finished or unfinished, all
only to the extent of replacing them with
unfinished (i.e., nailed to framing but not
taped or otherwise finished with paint or
other covering) drywall or sheetrock ceilings
or walls, and except for fiberglass insula-
tion), and contents machinery, building
equipment and fixtures in such basement
areas; except that, as to this paragraph (F),

coverage is provided in basement areas and

in areas below the lowest elevated floor of
an elevated Post-FIRM building for sump
pumps, well-water tanks, well-water tank
pumps, oil tanks and the oil in them, cis-
terns and the water in them, natural gas
tanks and the gas in them, pumps and/or
tanks used in conjunction with solar energy
systems, furnaces, hot water heaters,
clothes washers and dryers, food freezers
and the food in them, air conditioners, heat
pumps and electrical junction and circuit
breaker boxes; and coverage is also provided
in basement areas and in areas below the
lowest elevated floor of an elevated Post-
FIRM building for stairways and staircases
attached to the building which are not sepa-
rated from the building by elevated walk-
ways and for elevators and relevant equip-
ment, except for such relevant equipment
located below the base flood elevation if
such relevant equipment was installed on or
after October 1, 1987.

G. Bulildings and their contents, including
machinery and equipment, which are part
of the building, where more than 49 percent
of the actual cash value of such buildings is
below ground, unless the lowest level is at or
above the base flood elevation (in the Regu-
lar Program) or the adjacent ground level
(in the Emergency Program) by reason of
earth having been used as an insulation ma-
terial in conjunction with energy efficient
building techniques;

H. A manufactured (i.e., mobile) home io-
cated or placed within a FEMA designated
Special Flood Hazard Area that is not an-
chored to a permanent foundation to resist
flotation, collapse, or lateral movement (i)
by over-the-top or frame ties to ground an-
chors or (i) in accordance with manufactur-
er's specifications or (iii) in compliance with
the community’s flood plain management
requirements, unless it is a manufactured
(i.e., mobile) home on a permanent founda-
tion continuously insured by the National
Flood Insurance Program at the same site
at least since September 30, 1982.

I. Units which are primarily containers,
rather than buildings (such as gas and
liquid tanks, chemical or reactor container
tanks or enclosures, brick kilns, and similar
units) and their contents (Silos and grain
storage buildings Including their contents,
may be insured even though they may be of
contalner-tyge construction).

J. A building, and its contents, newly con-
structed or substantially improved on or
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after October 1, 1983, in an area designated
as an undeveloped coastal barrier within the
Coastal Barrier Resources System estab-
lished by the Coastal Barrier Resources Act
(Pub. L. 97-348).

Article VI—Deductibles

A. With respect to loss to the building and
debris removal covered hereunder, Insurer
shall be liable for only that portion of the
loss in any one occurrence which is in excess
of $500.00.

B. With respect to loss to contents, and
debris removal expenses covered hereunder,
the Insurer shall be liable for only that por-
tion of the loss in any one occurrence which
is in excess of $500.00.

C. In lieu of the $500.00 deductible, the
amount of the deductible in “A” and “B.”
above, shall be the higher amount selected,
as an option, by the Insured when applying
for this insurance or when raising the de-
ductible by endorsement.

Article VII—General Conditions and
Provisions

A. Pair and Set Clause. If there is loss of
an article which is part of a pair or set, the
measure of loss shall be a reasonable and
fair proportion of the total value of the pair
or set, giving consideration to the impor-
tance of said article, but such loss shall not
be construed to mean total loss of the pair
or set.

B. Concealment, fraud. This entire policy
shall be void and no renewal nor new flood
insurance coverage can be issued to the In-
sured if, whether before or after the loss,
the - Insured has willfully concealed or mis-
represented any material fact or circum-
stance concerning this insurance or the sub-
ject thereof, or the interest of the Insured
therein, or in case of any fraud or false
swearing by the Insured relating thereto
(see “E,” of this appendix). In addition, this
entire policy shall be void if the Insured has
willfully concealed or misrepresented any
fact on a “Recertification Questionnaire,”
which causes the Insurer to issue a policy to
the Insured based on a premium amount
which Is less than the premium amount
which would have been payable by the In-
sured if it were not for the misrepresenta-
tion of fact (see *“J,” of this appendix).

C. Other insurance. The Insurer shall not
be liable for a greater proportion of any
loss, less the amount of deductible, from the
peril of flood than the amount of insurance
under this policy bears to the whole amount
of flood insurance (excluding therefrom any
amount of “excess insurance” as hereinafter
defined) covering the property, or which
would have covered the property except for
the existence of this insurance, whether col-
lectible or not. In other words, if the In-
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sured obtains additional flood insurance to
cover the structure insured by this policy
beyond that obtained under the authority
of the National Flood Insurance Act of 1968,
as amended, then the Insured must acquire
the maximum amount of available flood in-
surance under said Act in order to avoid the
imposition of proration as described in the
preceding sentence. *

In the event that the whole amount of
flood insurance (excluding therefrom any
amount of “excess insurance” as hereinafter
defined) covering the property exceeds the
maximum amount of insurance permitted
under the provisions of the National Flood
Insurance Act of 1968, or any acts amenda-
tory thereof, it is hereby understood and
agreed that the insurance under this policy
shall be limited to a proportionate share of
the maximum amount of insurance permit-
ted on such property under said Act, and
that a refund of any extra premium paid,
computed on a pro rata basis, shall be made
by the insurer upon request in writing sub-
mitted not later than 2 years after the expi-
ration of the policy term during which such
extra amount of insurance was in effect.

“Excess Insurance” as used herein shall
be held to mean insurance of such part of
the actual cash value of the property as is in
excess of the maximum amount of insur-
ance permitted under said Act with respect
to such property. S s

D. Added - and Waiver Provision.” The
extent of the application of insurance under
this policy and of the contribution to be
made by the Insurer in case of loss, and any

" other provision or agreement not inconsist-

ent with the provisions of this policy, may
be provided for in writing added hereto, but
no provision may be waived except such as
by the terms of this policy is subject to
change. -

No permission affecting this insurance:.

shall exist, or waiver of any provision be
valid, unless granted herein or expressed in
writing added hereto. No provision, stipula-
tion or forfeiture shall be held to be waived
by any requirement or proceeding on the
part of the Insurer relating to appraisal or
to any examination provided for herein.

E. Voidance, Reduction or Reformation of
the Coverage:

1. Voidance: This policy will be void and
of no legal force and effect in the event that
any one of the following conditions occurs:

a. The property listed on the application
{s not eligible for coverage, in which case
the policy is void from its inception;

b. The community in which the property
is located was not participating in the Na-
tional Flood Insurance Program on the poli-
cy's Inception date and did not qualify as a
participating cgmmunity during the policy's
term and before the occurrence of any loss
for which the insured may receive compen-
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sation under the policy, In which case the
policy is void from its inception;

c. If, during the term of the policy, the
participation in the National Flood Insur-
ance Program of the community in which
the insured’'s property is located ceases, in
which case the policy shall be deemed void
effective at the end of the last day of the
policy year in which such cessation occurred
and shall not be renewed; in the event the
voided policy included three policy years in
a contract term of three years, the insured
shall be entitled to a pro-rata refund of any
premium applicable to the remainder of the
policy’s term after voldance of the policy;

d. The insured or the insured’s agent has
(1) sworn falsely or (ii) fraudulently or will-
fully concealed or misrepresented any mate-
rial fact (including facts relevant to the
rating of this policy) in the application for
coverage, or upon any renewal of coverage,
or in connection with the submission of any
claim brought under the policy, in which
case this entire policy shall be void as of the
date the wrongful act was committed and
coverage prior to the date of the wrongful
act shall not be affected, provided, refunds
of premiums, if any, shall be subject to off-
sets for .the insurer’s administrative ex-
penses (including the payment of agent's
commissions through prior policy years, if
any) in connection with the issuance of the
policy; . . - .

e. The premium submitted is less than the
minimum premium set forth in 44 CFR
61.10 in connection with any application for
a new policy or policy renewal, in which
case the policy is void from its inception.

(2) Reduction of coverage limits or refor-
mation. In the event that the premium pay-
ment received by the insurer is not suffi-
cient to purchase the amounts of building
coverage and contents (personal property)
coverage requested or in the event a rating
error has been innocently made by the in-
sured or the agent on the application, re-
newal, endorsement or other form (whether
evident or not) resulting in insufficient pre-
mium being received by the insurer for the
purchase of the amounts of coverage re-
quested, then:

(1) If the insufficient premium or other
rating error is discovered by the insurer
prior to a loss under the policy, the policy
shall be deemed to provide only such cover-
age as can be purchased, for the entire term
of the policy, with the amount of premium
received; Provided, the insured may increase
any reduced coverage(s) at any time by pay-
ment of the correct premium for the addi-
tional limits of coverage requested and any
such correct premium received by the insur-
er prior to any loss under the policy shall
result in coverage being provided for the
loss up to the additional amount of coverage
requested by the insured; the application of
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the insufficlent premium received to the
provision of flood insurance coverage shall
be made as follows:

A. In the event that only one kind of cov-
erage (building coverage or contents cover-
age) has been requested, the insured shall
receive the limits of that kind of coverage
which can be purchased for the amount of
premium received, less the expense con-
stant;

B. In the event that both building cover-
age and contents coverage have been re-
quested, the insurer shall determine the
percentage ratio that each kind of insurance
bears to the total amount of coverage re-
quested, apportion the total premium re-
ceived by the percentage ratio for each kind
of coverage, and the insured shall receive, as
to éach kind of coverage requested, the
amount of coverage which can be purchased
by the premium amount as apportioned for
each kind of coverage; where both building
and contents coverage are requested and a
coverage's proportion of the premium paid
is more than sufficlent to obtain the
amount of insurance requested for that cov-
erage, any excess of that proportion of the
total premium will be applied to obtain an
additional amount of the other kind of cov-
erage until the amount of insurance re-
quested for the other coverage is obtained;

(1) If the insufficient premium or other
rating error is discovered by the insurer at
the time of a loss under the policy, the
policy shall be deemed to provide coverage
pursuant to the provisions of (i), of this ap-
pendix, unless:

A. The insured or the insured’'s agent has
sworn falsely or fraudulently or willfully
concealed or misrepresented any material
fact (including facts relevant to the rating
of this policy) in the application for cover-
age, or upon any renewal of coverage, or in
connection with the submission of any claim
brought under this policy, in which case
this entire policy shall be void as of the date
the wrongful act was committed and cover-
age prior to the date of the wrongful act
shall not be affected, provided, refunds of
premiums, if any, shall be subject to offsets
for the -‘insurer’'s administrative expenses
(including the payment of agent's commis-
sions through prior policy years, if any) in
connection with the issuance of the policy,
or

B. Provided (ii)A., of this appendix, does
not apply, the insured remits and the insur-
er receives the additional premium required
to purchase (for the current policy term and
the previous policy term, if then insured)
the limits of coverage for each kind of cov-
erage as was initially requested by the in-
sured within thirty (30) days from the date
the insurer gives the insured written notice
of additional ypremium due, in which case
the policy shall be reformed, from its incep-
tion date, to provide flood insurance cover-
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age to the insured in the amount(s) of cov-
erage initially requested. Silence or other
failure to remit the additional premium re-
quired or non-receipt of such premium by
the insurer within thirty (30) days from the
date of notice of premium due, shall be
deemed to be refusal to pay the additional
premium due and any subsequent payment
of the additional premium due shall not
reform the policy from its inception date
but shall only add the additional amounts
of coverage to the policy for the remainder
of its term, pursuant to 44 CFR 61.11, with
any excess of premium paid being returned
to the insured. Provided, however, under
this section “B" as to any mortgagee (or
trustee) named in the policy, the insurer
shall give a notice of additional premium
due and the right of reformation shall con-
tinue in force for the benefit only of the
mortgagee (or trustee), up to the amount of
the insured indebtedness, for thirty (30)
days after written notice to the mortgagee
(or trustee); Provided, further, the Insurer
is under no obligation to send the Insured
any written notice of additional premium
due or notice of premium due under this
subsection.” ) .

F. Conditions suspending or restricting
insurance. Unless otherwise provided in
writing added hereto, the Insurer shall not
be liable for loss occurring while the hazard
is increased by any means within the con-
trol or knowledge of the Insured, provided,
however, this insurance shall not be preju-
diced by any act or neglect of any person
(other than the insured), when such act or
neglect is not within the control of the In-
sured. .

G. Alterations and repairs. The Insured
may, at the Insured’'s own expense, make al-
terations, additions and repairs, and com-
plete structures in course of construction.

H. Property of others (servants and guests -
only). Unless otherwise provided in writing
added hereto, loss to any property of others
covered under this policy shall be adjusted
with the Insured for the account of the
owners of sald property, except that the
right to adjust such loss with said owners is
reserved to the Insurer. Any such insurance
under this policy shall not inure directly or
indirectly to the benefit of any carrier or
other balilee for hire.

I. Liberalization clause. If during the
period that insurance is in force under this
policy, or within 45 days prior to the incep-
tion date thereof, on behalf of the Insurer
there be adopted under the National Flood
Insurance Act of 1968, or any acts amenda-
tory thereof, any forms, endorsements, rules
or regulations by which this policy could be
extended or broadened, without additional
premium charge, by endorsement or substi-
tution of form, then such extended or
broadened insurance shall inure to the ben-
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efit of the Insured hereunder as though
such endorsement or substitution of form
had been made.

J. Policy renewal The term of this policy
‘commences on its Inception date and ends
on its expiration date, as shown on the
“Declarations Page” which is attached to
the policy. The Insurer is under no obliga-
tion to send any renewal notice or other
notice that the policy term is coming to an
end and the receipt of any such notice by
the Insured, Mortgagee or Agent of the In-
sured shall not be deemed to be a waiver of
this provision on the Insurer’s part. The In-
surer is under no obligation to assure that
policy changes reflected in endorsements
submitted by the Insured or Agent during
the policy term and accepted by the Insurer
are included in any renewal notice or new
policy which is sent. “Policy changes” in-
cludes the addition of new coverage (e.g.
contents coverage added to a building cover-
age policy or vice versa) or any increases in
the amounts of coverage.

This policy shall not be renewed and the
coverage provided by it shall not continue
into any successive policy term unless.the
renewal premium payment is received by
the National Flood Insurance Program
(NFIP) at its office within 30 days of the ex-
piration date of this policy, subject to Arti-
cle VIL.E of this appendix. If the renewal
premium payment is mailed by certified
mail to the NFIP prior to the expiration
date, it shall be deemed to have been re-
ceived within the required 30 days. The cov-
erage provided by the renewal policy is in
effect for any loss occurring during this 30-
day period even if the loss occurs before the
renewal premium payment is received so
long as the renewal premium payment is re-
ceived within the required 30 days.

In all other cases, this policy shall termi-
nate as of the expiration date of the last
policy term for which the premium pay-
ment was timely received at the office of
the NFIP, and in that event, the Insurer
shall not be obligated to provide the Insured
with any cancellation, termination, policy
lapse, or policy renewal notice advising the
Insured of any such cancellation, termina-
tion, policy lapse, or policy renewal; provid-
ed, however, with respect to any mortgagee
(or trustee) named in the Declaration form
attached to this policy, this insurance shall
continue in force only for the benefit of
such mortgagee (or trustee) for 30 days
after written notice to the mortgagee (or
trustee) of termination of this policy, and
shall then terminate.

In connection with the renewal of this
policy, the Insured will be requested during
the policy term to recertify, on a Recertifi-
cation Questionnaire provided by the Insur-
er, the rating*information used to rate the
most recent application for or renewal of in-
surance.
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Notwithstanding the above mentioned re-
sponsibility of the Insured to submit the ap-
propriate renewal premium in sufficlent
time to permit its receipt by the NFIP prior
to the expiration of the policy being re-
newed, the Insurer has established a busi-
ness procedure for mailing renewal notices
to assist Insureds in meeting their responsi-
bility. Regarding the Insurer’s business pro-
cedure, evidence of the placing of any such
notices into the U.S. Postal Service, ad-
dressed to the Insured at the address ap-
pearing on the Insured’s most recent appli-
cation or other appropriate form (received
by the NFIP prior to the mailing of the re-
newal notice by the Insurer), does, in all re-
spects, for purposes of the NFIP presump-
tively establish delivery to the Insured for
all purposes irrespective of whether the In-
sured actually received the notice. However,
in the event that the Insurer determines
that, through any circumstances, any re-
newal notice was not placed into the U.S.
Postal Service, or, if placed, was prepared or
addressed in a manner which the Insurer
determines could preclude the likelihood of
it being actually and timely received by the
Insured prior to the due date for the renew-
al premium the following procedures shall
be followed:

In the event that the Insured or his agent
notifies the Insurer, not later than one year
after the date on which the payment of the
renewal was due, of a non-receipt of a re-
newal notice prior to the due date for the
renewal premium, which the Insurer deter-
mines was attributable to the above circum-
stances, the Insurer shall mail a second bill
providing a revised due date, which shall be
thirty days after the date on which the bill
{s mailed. If the renewal payment is re-
ceived by such revised due date, the policy
shall be renewed as of the date on which
the prior policy would have expired. If the
renewal payment requested by reason of the
second bill is not received by the revised due
date, no renewal shall occur and the policy
shall remain an expired policy as of the ex-
piration date prescribed on the policy.

K. Cancellation of policy by insured. 1.
The Insured can cancel this policy at any-
time but a refund of premium will be made
only when:

a. The Insured cancels because the In-
sured has transferred ownership of the in-
sured property to someone else. In this case,
the Insurer will refund to the Insured, once
the Insurer receives the Insured’s written
request for cancellation (signed by the In-
sured) the excess of premiums paid by the
Insured which apply to the unused portion
of the policy’s term, pro rata but with reten-
tion of the expense constant.

b. The Insured cancels because it has been
determined that the insured property is not,
in fact, in a special flood hazard area; and
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the Insured was required to purchase flood
insurance coverage by a private lender or
Federal agency pursuant to Pub. L. 93-234,
section 102; and the lender or Federal
-agency no longer requires the retention by
the Insured of the coverage. In this event, if
no claims have been paid or are pending,
the premium payments will be refunded to
the Insured in full, according to applicable
regulations.

c. The Insured cancels a policy having a
term of three (3) years, on an anniversary
date, and the reason for the cancellation is:

(1) A policy of flood insurance has been
obtained or is being obtained in substitution
for this policy and the Insurer has received
a written concurrence in the cancellation
from any mortgagee of which the Insurer
has actual notice, or (ii) the Insured has ex-
tinguished the insured mortgage debt and is
no longer required by the mortgagee to
maintain the coverage.

Refund of any premium under this sub-
paragraph “c” shall be pro rata but with re-
tention of the expense constant.

L. Loss clause. Payment of any loss under
this policy shall not reduce the amount of
insurance applicable to any other - loss
during the policy term which arises out of a
separate occurrence of the peril insured
against hereunder provided, that all loss
arising out of a continuous or protracted oc-
currence shall be deemed to constltut.e loss
arising out of a single occurrence.

M. Mortgage clause (applicable to building
coverage only and effective only when policy
is made payable to a mortgagee (or trustee)
named in the application and declarations
Jorm attached to this policy or of whom the
Insurer has actual notice prior to the pay-
ment of loss proceeds under this policy):
Loss, if any, under this policy, shall be pay-
able to the aforesaid as mortgagee (or trust-
ee) as interest may appear under all present
or future mortgages upon the property de-
scribed in which the aforesaid may have an
interest as mortgagee (or trustee), in order
of precedence of said mortgages, and this in-
surance, as to the interest of the mortgagee
(or trustee) only therein, shall not be invali-
dated by any act or neglect of the mortga-
gor or owner of the described property, nor
by any foreclosure or other proceedings or
notice of sale relating to the property, nor
by any change In the title or ownership of
the property, nor by the occupation of the
premises for purposes more hazardous than
are premitted by this policy; Provided, That
in case the mortgagor or owner shall neglect
to pay any premium due under this policy,
the mortgagee (or trustee) shall, on
demand, pay the same.

Provided, also, that the mortgagee (or:

trustee) shall notify the Insurer of any
change of yownership or occupancy or in-
crease of hazard which shall come to the
knowledge of sald mortgagee (or trustee)
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and, unless permitted by this policy, it shall
be noted thereon and the mortgagee (or
trustee) shall, on demand, pay the premium
for such Increased hazard for the term of
the use thereof; otherwise this policy shall
be null and void.

If this policy is cancelled by the Insurer, it
shall continue in force for the benefit only
of the mortgagee (or trustee) for 30 days
after written notice to the mortgagee (or
trustee) of such cancellation and shall then
cease, and the Insurer shall have the right,
on like notice, to cancel this agreement.

Whenever the Insurer shall pay the mort-
gagee (or trustee) any sum for loss under
this policy and shall claim that, as to the
mortgagor or owner, no liability therefor ex-
isted, the Insurer shall, to the extent of
such payment, be thereupon legally subro-
gated to all the rights of the party to whom
such payment shall be made, under all secu-
rities held as collateral to the mortgage
debt, or may, at its option, pay to the mort-
gagee (or trustee) the whole principal due
or to grow due on the mortgage with inter-
est, and shall thereupon receive a full as-
signment and transfer of the mortgage and
of all such other securities; but no subroga-
tion shall impair the right of the mortgagee
(or trustee) to recover the full amount of
said mortgagee’s (or trustee’s) claim.

N. Morgagee obligations. If the Insured
fails to render proof of loss, the named
mortgagee (or trustee), upon notice, shall
render proof of loss in the form herein spec-
ified within 60 days thereafter and shall be
subject to the provisions of this policy relat-
ing to appraisal and time of payment and of
bringing suit.

O. Loss payable clause (applicable to con-
tents items only). Loss, if any, shall be ad-
justed with'the Insured and shall be pay-
able to the Insured and loss payee as their
interests may appear.

P. Requirements in case of loss. The In-
sured shall give written notice, as soon as
practicable, to the Insurer of any loss, forth-
with separate the damaged and undamaged
property and put it in the best possible
order. Within 60 days after the loss, unless
such time is extended in writing by the In-
surer, the Insured shall render to the Insur-
er, a proof of loss, signed and sworn to by
the Insured stating the knowledge and
belief of the Insured as to the following: the
time and origin of the loss, the interest of
the Insured and of all others in the proper-
ty, actual cash value of each item thereof
and the amount of loss thereto, all encum-
brances thereon, all other contracts of in-
surance, whether valid or not, covering any
of said property, any changes in the title,
use, occupation, location, possession or ex-
posures of said property since the issuing of
this policy, by whom and for what purpose
any building herein described and the sever-
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al parts thereof were occupied at the time
of loss. The Insured, at the option of the In-
surer, may be required to furnish a com-
plete inventory of the destroyed, damaged
and undamaged property, showing in detail
quantities, costs, actual cash value and
amount of loss claimed, -and verified plans
and specifications of any building, fixtures
or machinery destroyed or damaged.

The Insured, as often as may be reason-
ably required, shall exhibit to any person
designated by the Insurer all that remains
of any property herein described, and
submit to examinations under oath by any
person named by the Insurer, and subscribe
the same; and, as often as may be reason-
ably required, shall produce for examina-
tion all books of account, bills, invoices and
other vouchers, or certified copies thereof if
originals be lost, at such reasonable time
and place as may be designated by the In-
surer or its representative, and shall permit
extracts and copies thereof to be made.

The Insurer may, at its option, waive the
requirement for the completion and filing of
a Proof of Loss in certain cases, in which
event the Insured will be required to sign
and, at the Insurer’s option, swear to an ad-
juster’s report of the loss which includes in-
formation about the loss and the damages
needed by the Insurer before the loss can be
adjusted.

Any false statements made in the course
of presentment of a claim under this policy
may be punishable by fine or imprisonment
under the applicable Federal laws.

Q. Appraisal In case the Insured and the
Insurer shall fail to agree as to the actual
cash value of the amount of loss, then, on
the written demand of either, each shall
select a competent and disinterested ap-

praiser and notify the other of the apprais-
er selected within 20 days of such demand.

The appraisers shall first select a competent
and disinterested umpire; and failing for 15
days to agree upon such umpire, then, on
request of the Insured or the Insurer, such
umpire shall be selected by a judge of a
court of record in the State in which the in-
sured property is located. The appraisers
shall then appraise the loss, stating sepa-
rately actual cash value and loss to each
item; and, failing to agree, shall submit
their differences, only, to the umpire. An
award in writing, so itemized, of any two
when filed with the Insurer shall determine
the amount of actual cash value and loss.
Each appraiser shall be paid by the party
selecting him and the expenses of appraisal
and umpire shall be paid by the parties
equally.

R. Options. It shall be optional with the
Insurer to talke all, or any part, of the prop-
erty at the agreed or appraised value, and
also to repair, rebuild or replace the proper-
ty destroyed or damaged with other of like
. kind and quality within a reasonable time,
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on giving notice of its intention so to do
within 30 days after the receipt of the proof
of loss herein required.

S. Abandonment. There shall be no aban-
donment to the Insurer of any property.

However, the Insurer may permit the In-
sured to keep damaged, insured property
(“salvage’) after a loss and reduce the
amount of the loss proceeds payable to the
Insured under the policy by the value of the
salvage.:

T. When loss payable. Loss is payable
within 60 days after the Insured files the
proof of loss (or within 90 days after the in-
surance adjuster files an adjuster's report
signed and sworn to by the Insured in lieu
of a proof of loss) and ascertainment of the
loss Is made either by agreement between
the Insurer and the Insured, expressed in
writing, or by the filing with the Insurer of
an award as provided in paragraph “Q”,
above. If the Insurer rejects the Insured’s
proof of loss in whole or in part, the Insured
may accept such denial of the claim, or ex-
ercise the Insured’s rights under this policy,
or file an amended proof of loss as long as it
is filed within 60 days of the date of the loss
or any extension of time allowed by the Ad-
ministrator.

U. Action Against the Insurer. No suit or
action on this policy for the recovery of any
claim shall be sustainable in any court of
law or equity unless all the requirements of
this policy shall have been complied with,
and unless commenced within 12 months
next after the date of mailing of notice of
disallowance or partial disallowance of the
claim. An action on such claim against the
Insurer may be instituted, without regard to
the amount in controversy, in the United
States District Court for the district in
which the property shall have been situat-
ed.

V. Subrogation. In the event of any pay-
ment under this nolicy, the Insurer shall be
subrogated to all the Insured’s right of re-
covery therefor against any party, and the
Insurer may require from the Insured an as-
signment of all rights of recovery against
any party for loss to the extent that pay-
ment therefor is made by the Insurer. The
Insured shall do nothing after loss to preju-
dice such right; however, this insurance
shall not be invalidated should the Insured
waive in writing prior to a loss any or all
right of recovery agalnst any party for loss
occurring to the described property.

W. Continuous Lake Flooding: Where the
insured building has been inundated by
rising lake waters continuously for 90 days
or more and it appears reasonably certain
that a continuation of this flooding will
result in damage, reimbursable under this
policy, to the insured building equal to or
greater than the building policy limits plus
the deductible or the maximum payable
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under the policy for any one building loss,
the Insurer will pay the Insured the lesser
of these two amounts without waiting for
the further damage to occur if the Insured
signs a release agreeing (i) to make no fur-
ther claim under this policy, (il) not to seek
renewal of this policy, and (lii) not to apply
for any flood insurance under the Natlonal
Flood Insurance Act of 1968, as amended,
for property at the property location of the
insured building. If ‘the policy term ends
before the insured building has been flood-
"ed continuously for 90 days, the provisions
of this paragraph W still apply so long as
the {first building damage reimbursable
under this policy from the continuous flood-
ing occurred before the end of the policy
term.

X. Duplicate policies not allowed. Proper-
ty may not be insured under more than one
policy issued under the Act. When the In-
surer finds that duplicate policies are in
effect, the Insurer shall by written notice
give the Insured the option of choosing
which policy is to remain in effect. If the In-
sured chooses to keep in effect the policy
with the earlier effective date, the Insurer
shall by the same written notice give the In-
sured an opportunity to add the coverage
limits of the later policy to those of the ear-
lier policy, as of the effective date of the
later policy. If the Insured chooses to keep
in effect the policy with the later effective
date, the Insurer shall by the same written

.notice give the Insured the opportunity to
add the coverage limits of the earlier policy
to those of the later policy, as of the effec-
tive date of the later policy. In either case,
the Insured must pay the pro-rata premium
for the increased coverage limits within 30
days of the written notice. In no event shall

the resulting coverage limits exceed the -

statutorily permissible limits of coverage
under the Act or the Insured’s insurable in-
terest, whichever is less. The Insurer shall
make a refund to the Insured, according to
applicable NFIP rules, of the premium for
the policy not being kept in effect. For pur-
poses of this paragraph X, the term “effec-
tive date” means the date coverage that has
been In effect without any lapse was first
placed In effect. In addition to the provi-
sions of this parsgraph X for increasing
policy limits, the usual procedures for in-
creasing limits by mid-term endorsement or
at renewal time, with the appropriate wait-
ing period, are applicable to the policy the
Insured chooses to keep in effect.

IN WITNESS WHEREOF, the Insurer
has executed and attested these presents.

Jeffrey S. Bragg.
Ad.mmLt.ntor. Federal Insurance
Administration.
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Endorsement 1

CONDOMINIUM ASSOCIATION ENDORSEMENT

If the named Insured on this policy is a
condominium association, then at the time
of loss by flood the following terms, subject
to all other provisions of the policy, will
apply:

1. The building coverage of this policy,
subject to the stated limits will cover
damage to all bullding items covered under
the policy and owned in common by the
condominium association members.

2. The buiiding coverage of this policy,
subject to the stated limits, {s extended to
cover damage to all structural items within
the Individual Condominium Units, includ-
ing walls, floors, ceilings, and their related
coverings, such as paint, paper, panelling,
carpeting, and tile. Also covered are in-
stalled appliances for heating, cooling,
plumbing and electrical purposes. The struc-
tural {tems may be original installations or
replacement or additional {tems.

3. The building coverage outlined in para-
graph 2 above has application only to the
extent that the policy’s stated limits have
not been eg:htusted under paragraph 1.

4. The policy deductible relating to the
building coverage shall be applied against
the total damage to all of the bullding's
structural elements and not against the cov-
ered loss, and shall not be applied separate-
ly in the case of each unit sustaining
damage.

5. The contents coverage of this policy
covers damage, subject to the stated limits,
to all contents. items owned in common by
the association members and cantained in
the insured building or removed thereirom
in accordance with the policy’s terms.

8. The policy deductible relating to con-
tents coverage shall be applied against the
total damage to all contents owned in
common by the condominium association
members and contained in the insured
building or removed therefrom in accord-
ance with the policy’s terms and not against
the covered loss.

7. Loss under this endarsement shall be
adjusted with the condominium sssociation
and shall be payable to the insurance trust-
ee of record, as designated by the associa-
tion.

8. The Insurer shall not be liable for any
loss or any portion of any loss for which
payment is made under any insurance in the
pame of any condominium unit owner, l.e.,
any member of the condominium associa-
tion.

(43 FR 2570, Jan. 17, 1978, as amended at 44
FR 32215, June 5, 1979. Redesignated at 44
FR 31177, May 31, 1979 and amended at 47
FR 19147, May 4, 1982; 43 FR 39069, Aug.
29, 1983; 48 F'R 42818, Sept. 20, 1983; 49 FR
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33658, Aug. 24, 1984; 50 FR 36027, Sept. 4,
1985: 50 FR 43708, Oct. 29, 1985; 51 FR
. 30311, Aug. 25, 1986 53 FR 16278, May 6,
1988; 53 FR 27991, July 26, 1988]
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PART 62—SALE OF INSURANCE AND
ADJUSTMENT OF CLAIMS

Subpart ‘—luucnco of Policies

Sec.
62.1
62.2
62.3
62.4
62.5
62.8

Purpose of part.

Definitions.

Servicing agent.

Limitations on sale of policies.
Premium refund.

Minimum commissions.

Subpart B—Claims Adjustment and Judicial
Review

82.21 Claims adjustment.
62.22 Judicial review.

Subpart C—Write-Your-Own (WYO)
Companies

62.63 WYO Companies authorized.

ArrdIX A TO PART 62—FIDERAL EMIRGEN-
cY MANAGEMENT AGENCY—FEDERAL INSUR-
ANCE ADMINISTRATION

Arrmix B 70 PART §2—NATI0NAL FLOOD INN-
SURANCE PROGRAM

AUTHORITY: 42 U.S.C. 4001; el 3¢q.; Reorga-
nization Plan No. 3 of 1978; E.O. 12127.

Souncx: 43 FR 2573, Jan. 17, 1978, unless
otherwise noted. Redesignated at 44 F’R
31177, sz 31, 1979.

Subpcﬂ A—Ilssuance of Policies
§62.1 : Purposeof-purt.

The purpose of this part is to set

forth the manner in which flood insur-
ance under the Program is made avail-
able to the general public in those
communities designated as eligible for
the sale of insurance under Part 64 of
this subchapter, and to prescribe the
general method by which the Adminis-
trator exercises his/her responsibility
regarding the manner in which claims
for losses ue paid.

§62.2 De(lnltlom.

The definitions set forth in Part 59
of this subchapter are applicable to
this part.
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§62.3 Servicing agent.

(a) Pursuant to sections 1345 and
1346 of the Act, the Administrator has
entered into the Agreement with a
servicing agent to authorize it to assist
in issuing flood insurance policies
under the Program in communities
designated by the Administrator and
to accept responsibility for delivery of
policies and payment of claims for
losses as prescribed by and at the dis-
cretion of the Administrator.

(b) The following company has-been
contracted to act as a servicing agent
for the Federal Insurance Administra-
tion: Computer Sciences Corporation,
9901-A George Palmer Highway,
Lanham, Maryland 20706.

(c) The servicing agent will arrange
for the issuance of flood insurance to
any person qualifying for such cover-
age under Parts 61 and 64 of this sub-
chapter who submits an application to
the servicing agent in accordance with
the terms and conditions of the con-
tract between the Agency and the
servicing agent.

(d) Applications and premiums
should be mailed to: National Flood
Insurance Program, P.O. Box 459,
Lanham, Maryland 207086.

[43 FR 2573, Jan. 17, 1978. Redesignated at
44 FR 311717, May 31, 1979, and amended at
48 FR 44544, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984) i}

§62.4 Limitations on sale of policies.

(a) The servicing agent shall be
deemed to have agreed, as a condition
of its contract that it shall not offer
flood insurance under any authority
or auspices in any amount within the
maximmum limits of coverage specified
in §61.6 of this subchapter, in any
area the Administrator designates in
Part 64 of this subchapter as eligible
for the sale of flood insurance under
the Program, other than in accordance
with this part, and the Standard Flood
Insurance Policy.

(b) The sgreement and all activities
thereunder are subject to Title VI of
the Civil Rights Act of 1964, 42 U.S.C.
2000d, and to the applicable Federal
regulations and requirements issued
from time to time pursuant thereto.
No person shall be excluded from par-
ticipation in, denied the benefits of, or
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subjected to discrimination under the
Program, on the ground of race, color,
sex, creed or national origin. Any com-
plaint or information concerning the
existence of any such unlawful dis-
crimination in any matter within the
purview of this part should be referred
to the Administrator.

[43 FR 2573, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
48 FR 44544, Sept. 29, 1983; 49 FR 4751,
Feb. 8, 1984]

§ 62.5 Premium refund.

A Standard Flood Insurance Policy-
holder whose property has been deter-
mined not to be in a special hazard
area after the map revision or a Letter
of Map Amendment under Part 70 of
this subchapter may cancel the policy
within the current policy year provid-
ed (a) he was required to purchase or
to maintain flood insurance coverage,
or both, as a condition for financial as-
sistance, and (b) his property was lo-
cated in an identified special hazard
area as represented on an effective
FHBM or FIRM when the financial
assistance was provided. If no claim
under the policy has been paid or is
pending, the full premium shall be re-
funded for the current policy year,
and for an additional policy year
where the insured had been required
to renew the policy during the period
when a revised map was being reprint-
ed. A Standard Flood Insurance Pol-
icyholder may cancel a policy having a
term of three (3) years, on an anniver-
sary date, where the reason for the
cancellation is that a policy of flood
insurance has been obtained or is
being obtained in substitution for the
NFIP policy and the NFIP obtains a
written concurrence in the cancella-
tion from any mortgage of which the
NFTP has actual notice; or the policy-
holder has extinguishing the insured
mortgage debt and is no longer re-
quired by the mortgagee to maintain
the coverage. In such event, the premi-
um refund shall be pro rata but with
retention of the expense constant.

[43 FR 2573, Jan. 17, 1978. Redesignated at
44 FR 311717, May 31, 1979, as amended at 49
FR 33658, Aug. 24, 1984; 53 FR 16279, May
6, 1988]

§ 62.6

§62.6 Minimum commissions.

(a) The earned commission which
shall be paid to any property or casu-
alty insurance agent or broker duly li-
censed by a state insurance regulatory
authority, with respect to each policy
or renewal the agent duly procures on
behalf of the insured, in connection
with policies of flood insurance placed
with the NFIP at the offices of its
servicing agent, but not with respect
to policies of flood insurance issyed
pursuant to Subpart C of this part,
shall not be less than $10 and is com-
puted as follows:

(1) In the case of a new or renewal
policy, the following commissions shall
apply based on the total premiums
paid for the policy term:

Com-
Premium amount '“'f(::_"‘

cent)

First $2,000 of Premium: :
Direct bill renewals 14
Renewal applications 14
New business applications 17

Excess of $2,000:

All Business. 5

(2) In the case of mid-term increases
in amounts of insurance added by en-
dorsements, the following commissions
shall apply based on the total premi-
ums paid for the increased amounts of
insurance:

Com-
Premium amounts mm_"'
cent)
First $2,000 of Premium:
Endorsement of first-year policy ... ceceeececenes 17
Endorsement of renewal POlicy ....ccvcecesccescrsenans 14
Excess of $2,000:
All business 5

(b) Any refunds of premiums au-
thorized under this subchapter shall
not affect a previously earned commis-
sion; and no agent shall be required to
return that earned commission, unless
the refund is made to establish a
common policy term anniversary date
with other insurance providing cover-
age against loss by other perils in
which case a return of commission will
be required by the agent on a pro rata
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basis. In such cases, the policy shall be
immediately rewritten for a new term
with the same amount(s) of coverage
and with premium calculated at the
then current rate and, as to return
premium, returned, pro rata, to the in-
sured based on the former policy’s pre-
mium rate.

[46 FR 13515, Feb. 23, 1981; as amended at
53 FR 15221, April 28, 1988]

Subpart B—Claims Adjustment and
Judicial Review

§62.21 Claims adjustment.

(a) In accordance with the Agree-
ment, the servicing agent shall ar-
range for the prompt adjustment and
settlement and payment of all claims
arising from policies of insurance
issued under the program. Investiga-
tion of such claims may be made
through the facilities of its subcon-
tractors or insurance adjustment orga-
nizations, to the extent required and
appropnate for the expeditious proc-
essing of such claims.

(b) All adjustment of losses and set-
tlements of claims shall be made in ac-
cordance with the terms and condi-
tions of the policy and Parts 61 and 62
of this subchapter.

§62.22 Judicial review.
(a) Upon the disallowance by the

Federal Insurance Administration or .
the servicing agent of any claim on

grounds other than failure to file a
proof of loss, or upon the refusal of
the claimant to accept the amount al-
lowed upon any such claim, after ap-
praisal pursuant to policy provisions,
the claimant within one year after the
date of mailing by the Federal Insur-
ance Administration or the servicing
agent of the notice of disallowance or
partial disallowance of the claim may,
pursuant to 42 U.S.C. 4072, institute
an action on such claim against the
Federal Insurance Administrator in
the U.S. District Court for the district
in which the insured property or the
major portion thereof shall have been
situated, without regard to the
amount in cohtroversy.

(b) Service of process for all judicial
proceedings where a claimant is suing
Director pursuant to 42 U.S.C. 4071
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shall be made upon the appropriate
United States Attorney, the Attorney
General of the United States, and the
Federal Insurance Administrator of
the Federal Emergency Management
Agency.

[43 FR 2573, Jan. 17, 1978. Redesignated at
44 FR 31177, May 31, 1979, and amended at
4T FR 43061 Sept. 30, 1982; 49 FR 33879,
Aug. 27, 1984]

Subpart C—Write-Your-Own (WYO)

Companies

§62.23 WYO Companies authorized.

(a) Pursuant to section 1310 of the
Act, the Administrator may enter into
arrangements with individual private
sector property insurance companies
whereby such companies may offer
flood insurance coverage under the
Program to eligible applicants for such
insurance, including policyholders in-
sured by them under their own prop-
erty insurance business lines of insur-
ance pursuant to their customary busi-
ness practices including their usual ar-
rangements with agents and produc-
ers, in any State in which such WYO
Companies are licensed to engage in
the business of property insurance. Ar-
rangements . entered into by WYO
Companies under this subpart shall be
in the form and substance of the
standard arrangement, entitled “Fi-
nancial Assistance/Subsidy Arrange-
ment”, a copy of which is included in
Appendix A of this part and made a
part of these regulations.

(b) Any duly licensed insurer so en-
gaged in the Program shall be a WYO
Company.

(c) A WYO Company is authorized
to arrange for the issuance of flood in-
surance in any amount within the
maximum limits of coverage specified
in § 61.6 of this subchapter, as Insurer,
to any person qualifying for such cov-
erage under Parts 61 and 64 of this
subchapter who submits an applica-
tion to the WYO Company; coverage
shall be issued under the Standard
Flood Insurance Policy.

(d) A WYO Company issuing flood
insurance coverage shall arrange for
the adjustment, settlement, payment
and defense of all claims arising from
policies of flood insurance it issues
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under the Program, based upon the
terms and conditions of the Standard
Flood Insurance Policy.
+ (e) In carrying out its functions
under this subpart, a WYO Company
shall utilize its own customary stand-
-ards, staff and independent contractor
resources, as it would in the ordinary
and necessary conduct of its own busi-
ness affairs, subject to the Act and
regulations prescribed by the Adminis-
trator pursuant to the Act.

(f) To facilitate the marketing of
flood insurance coverage under the
Program . to policyholders of WYO
Companies, the Administrator will
enter into arsangements with such
companies whereby the Federal Gov-
ernment will be a guarantor in which
the primary relationship between the
WYO Company and the Federal Gov-
ernment will be one of a fiduciary
nature, l.e., to assure that any taxpay-
er funds are accounted for and appro-
priately expended. In furtherance of
this end, the Administrator has estab-
lished “A Plan to Maintain Financial
Control for Business Written Under
the Write-Your-Own Program’’, a copy
of which is included in Appendix B of
this part and made a part of these reg-
ulations.

(g) WYO Companies shall not be
agents of the Federal Government and
are solely responsible for their obliga-
tions to their insureds under any flood
insurance policies issued pursuant to
arrangements entered into with th
Administrator. '

(h) To facilitate the underwriting of
flood insurance coverage by WYO
Companies, the following procedures
will be utilized by WYO Companies:

(1) To expedite business growth, the
WYO Company will encourage its
present property insurance policyhold-
ers to purchase flood insurance and to
transfer to the WYO Company, at the
time of policy renewal, business placed
by its producers with the NFIP Servic-
ing Agent.

(2) To conform its underwriting
practices to the underwriting rules
and rates in effect as to the NFIP, the

WYO Company will establish proce- -

dures to carry out the NFIP rating
system an® to provide its policyholders
with the same coverage as is afforded
under the NFIP.

§ 62.23

(3) The WYO Company may follow
its customary billing practices to meet
the Federal rules on the presentment
of premium and net premium deposits
to a Letter of Credit bank account au-
thorized by the Administrator and re-
duction of coverage when an under-
payment is discovered.

(4) The WYO Company is expected
to meet the recording and reporting
requirements of the WYO Statistical
Plan. Transactions reported by the
WYO Company under the WYO Sta-
tistical Plan will be analyzed by the
NFIP Servicing Agent. A monthly
report will be submitted to the WYO
Company and the FIA. The analysis
will cover the timeliness of WYO Com-
pany submissions, the disposition of
transactions which have not passed
systems edits and the reconciliation of
the totals generated from transaction
reports with those submitted on the
WYO Company’s reconciliation re-
ports. -

(5) If a WYO Company rejects an
application from an agent or a produc-
er, the agent or producer should be
notified so that the business can be
placed through the NFIP Servicing
Agent, or another WYO Company.

(6) Flood insurance coverage will be
issued by the WYO Company on a sep-
arate policy form and will not be
added, by endorsement, to the Compa-
ny’s other property insurance forms.

(7) Premium payment plans can be
offered by the WYO Company so long
as the net premium depository re-
quirements specified under the NFIP/
WYO Program accounting procedures
are met. A cancellation by the WYO
Company for non-payment of premi-
um will not produce a pro-rata return
of the net premium deposit to the
WYO Company.

(8) NFIP business will not be as-
sumed by the WYO Companies at any
time other than at renewal time, at
which time the insurance producer
may submit the business to the WYO
Company as new business. However, it
is permissible to cancel and rewrite
flood policies to obtain concurrency of
expiration dates with other policies
covering the property. Where the in-
surance agent or producer of record of
a flood insurance policy issued by the
Administrator has authorized the
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NFIP, in writing, to release policy in-
formation for the conversion of the
NFIP coverage to a designated WYO
Company represented by the agent or
producer of record, in order to facili-
tate policy issuance and reduce admin-
istrative burdens upon the NFIP and
WYO Companies and their agents and
producers, countersignature require-
ments in the several States shall not
apply. '

(i) To facilitate the adjustment of
flood insurance claims by WYO Com-
panies, the following procedures will
be utilized by WYO Companies.

(1) Under the terms of the Arrange-
ment set forth at Appendix A of this
part, WYO Companies will adjust
claims in accordance with general
Company standards, guided by NFIP
Claims manuals. The Arrangement
also provides that claim adjustments
shall be binding upon the FIA. For ex-
ample, the entire responsibility for
providing a proper adjustment for
both combined wind and water claims
and flood-alone claims its the responsi-
bility of the WYO Company.

(2) The WYO Company may use its
staff adjusters and/or independent ad-
justers. It is important that the Com-
pany’s Claims Department verifies the
correctness of the coverage interpreta-
. tions and reasonableness of the pay-
ments recommended by the adjusters.

(3) An established loss adjustment
Fee Schedule is part of the Arrange-
ment and cannot be changed during

an Arrangement year. This is the ex- .
pense allowance to cover costs of inde-’

pendent or WYO Company adjusters.

(4) The normal catastrophe claims
procedure currently operated by a
WYO Company should be implement-
ed in the event of a claim catastrophe
situation. Flood claims will be handled
along with other catastrophe claims.

(5) It will be the WYO Company’s
responsibility to try to detect fraud (as
it does in the case of property insur-
ance) and coordinate its findings with
F1A.

(6) Pursuant to the Arrangement,
the responsibility of defending claims
will be upon the Write-Your-Own
Company and defense costs will be
part of the unallocated or allocated
claim experfse allowance, depending
on whether a staff counsel or an out-
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side attorney handles the defense of
the matter. Claims in litigation will be
reported by WYO Companies to FIA
upon joinder of issue and FIA may in-
quire and be advised of the disposition
of such litigation.

(7) The claim reserving procedures
of the individual WYO Company can
be utilized.

(8) Regarding the handling of subro-
gation, if a WYO Company prefers to
forego pursuit of subrogation recov-
ery, it may do so by referring the
matter, with a complete copy of the
claim file, to FIA. Subrogation initia-
tives may be truncated at any time
before suit is commenced (after com-
mencing an action, special arrange-
ment must be made). F1A, after con-
sultation with FEMA's Office of Gen-
eral Counsel (OGC), will forward the
cause of action to OGC or to the NFIP
Servicing Agent for prosecution. Any
funds received will be deposited, less
expenses, in the National Flood Insur-
ance Fund.

(9) Special allocated loss adjustment
expenses will include such items as:
nonstaff - attorney fees, engineering
fees and special investigation fees over
and above normal adjustment prac-
tices.

(10) The customary content of claim
files will include coverage verification,
normal adjuster investigations, includ-
ing statements where necessary, police
reports, building reports and investiga-
tions, damage verification and other
documentation relevant to the adjust-
ment of claims under the NFIP’s and
the WYO Company’s traditional claim
adjustment practices and procedures.
The WYO Company’s claim examiners
and managers will supervise the ad-
justment of flood insurance claims by
staff and independent claims adjust-
ers.

(11) The WYO Company will extend
reasonable cooperation to FEMA's
Office of General Counsel on matters
pertaining to litigation and subroga-
tion, under paragraph (i)(8) of this
section.

(j) To facilitate establishment of fi-
nancial controls under the WYO Pro-
gram, the WY O Company will:

(1) Conduct an annual self-audit of
flood insurance business in respect to
which the audit standards, level and
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frequency of financial, claims and un-
derwriting audits are set forth at Ap-
pendix B of this part.

(2) Submit an annual report of the

WYO Company self-audit activities to
the Standards Committee established
pursuant to Appendix B of this part.
. (3) Participate in‘an evaluation of
the WYO Company self-audit plan on
at least a triennial basis. The evalua-
tion will be conducted by FIA and the
WYO Company internal audit manag-
er. A report of the evaluation will be
filed with the Standards Committee
and the Administrator.

(4) Participate in WYO Company/
FIA Operation Reviews. The FIA
Claims Director or designee and the
FIA Underwriting Director or designee
will conduct a review of the WYO
Company flood insurance activities at
least once every three (3) years. A
report of the Operation Review will be
filed with the Standards Committee.

(5) Meet the recording and reporting
requirements of the WYO Statistical
Plan and the WYO Accounting Proce-
dures Manual. Transactions reported
to the National Flood Insurance Pro-
gram’s (NFIP'’s) Servicing Agent by
the WYO Company under the WYO
Statistical Plan and the WYO Ac-
counting Procedures Manual will be
analyzed by the Servicing Agent and a
monthly report will be submitted to
the WYO Company and the FIA. The
analysis will cover the timeliness of
the WYO Company submissions, the
disposition of transactions which do
not pass systems edits and the recon-
ciliation of the totals generated from
transaction reports with those submit-
ted on WYO Company reconciliation
reports.

(6) Cooperate with FEMA's Office of
the Comptroller on Letter of Credit
matters.

(7) Cooperate with FIA's Claims Di-
rector in the implementation of a
claims reinspection program.

(8) Cooperate with FIA's Underwrit-
ing Director in the verification of risk
rating information.

(9) Cooperate with FEMA's Office of
the Inspector General on matters per-
taining to fraud.

(k) To facilitate the operation of the
WYO Proggam and in order that a
WYO Company can utilize its own cus-
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tomary standards, staff and independ-
ent contractor resources, as it would in
the ordinary and necessary conduct of
its own business affairs, subject to the
Act, the Administrator, for good cause
shown, may grant exceptions to and
waivers of the regulations contained in
this Title relative to the administra-
tion of the NFIP.

(Information collection requirements con-
tained in this section approved by Office of
Management and Budget under Control No.
30687-0169) -

[48 FR 46791, Oct. 14, 1983, as amended at
50 FR 16243, Apr. 25, 1985; 53 FR 15211,
April 28, 19881

APPENDIX A TO PART 62—FEDERAL
EMERGENCY MANAGEMENT AGENCY—
FEDERAL INSURANCE ADMINISTRA-
TION

Financial Assistance/Subsidy Arrangement

Purpose: TO ASSIST THE COMPANY IN
UNDERWRITING FLOOD INSURANCE
USING THE STANDARD FLOOD INSUR-
ANCE POLICY

Accounting Data: Pursuant to section 1310
of the Act, a Letter of Credit shall be issued
under Treasury Department Circular No.
1075, Revised, for payment as provided for
herein from the National Flood Insurance
Fund. H

Effective Date: October 1, 19885.

Issued by:/ Federal Emergency Manage-
ment Agency, Federal Insurance Adminis-
tration, Washington, DC 20472.

ARTICLE I—FINDINGS, PURPOSE, AND
AUTHORITY

Whereas, the Congress in its “Finding and
Declaration of Purpose” in the National
Flood Insurance Act of 1968, as amended,
(“the Act’) recognized the benefit of having
the National Flood Insurance Program (the
Program) ‘“carried out to the maximum
extent practicable by the private insurance
industry’’; and

Whereas, the Federal Insurance Adminis-
tration (FTA) recognizes this Arrangement
as coming under the provisions of section
1310 of the Act; and

Whereas, the goal of the F1A is to develop
a program with the insurance industry.
where, over time, some risk-bearing role for
the industry will evolve as intended by the
Congress (section 1304 of the Act); and

Whereas, the Program, as presently con-
stituted and implemented, is subsidized, and
the insurer (hereinafter the *“Company”)
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under this Arrangement shall charge rates
established by the FIA; and

Whereas, this Arrangement will subsidize

all flood policy losses by the Company; and
' Whereas, this Financial Assistance/Subsi-
dy Arrangement has been developed to In-
volve individual Companies in the Program,
the initial step of which is to explore ways
in which any interested insurer may be able
to write flood insurance under its own
name; and *

Whereas, one of the primary objectives of
the Program is to provide coverage to the
maximum number of structures at risk and
because the insurance industry has market-
ing access through its existing facilities not
directly available to the FIA, it has been
concluded that coverage will be extended to
those who would not otherwise be insured
under the Program; and

Whereas, flood insurance policies issued
subject to this Arrangement shall be only
that insurance written by the Company in
its own name pursuant to the Act; and

Whereas, over time, the Program is de-
signed to increase industry participation,
and, accordingly, reduce or eliminate Gov-
ernment as the principal vehicle for deliver-
ing flood insurance to the public; and

Whereas, the direct beneficiaries of this
Arrangement will be those Company policy-
holders and applicants for flood insurance
who otherwise would not be covered against
the peril of flood.

Now, therefore, the parties hereto mutual-
ly undertake the following:

ARTICLE II—-UNDERTAKINGS OF THE COMPANY

A. In order to be eligible for assistance
under this Arrangement the Company shall
be responsible for:

1.0 Policy Administration, including

.1 Community Eligibility/Rating Criteria
.2 Policyholder Eligibility Determination
.3 Policy Issuance

.4 Policy Endorsements

.5 Policy Cancellations

.6 Policy Correspondence

.T Payment of Agents Commissions

The receipt, recording, control, timely de-
posit and disbursement of funds in connec-
tion with all the foregoing, and correspond-
ence relating to the above in accordance
with the Financial Control Plan require-
ments.

2.0 Claims processing in accordance with
general Company standards. The FIA
Claims Manual and Adjuster Management
Outline, and Adjuster handbook can be used
as guldes by the Company, along with the
National Flood Insurance Program (NFIP)
Write-Your-Own (WYO) Financilal Control
Plan, Claims Questions and Answers
Manual, thetFlood Insurance Claims Office
(I-‘:iig) Manual and other instructional ma-
te g

bt bt et et s s Pt

44 CFR Ch. | (10-1-88 Edition)

3.0 Reports.

3.1 Monthly Financial Reporting and
Statistical Transaction Reporting shall be
in accordance with the requirements of Na-
tonal Flood Insurance Program Statistical
Plan for the Write-Your-Own (WYQO) pro-
gram and the Financial Control Plan for
business written under the WYO Program.
These data shall be validated/edited/audit-
ed in detall and shall be compared and bal-
anced against Company financial reports.

3.2 Monthly financial reporting shall be
prepared in accordance with the WYO- Ac-
counting Procedures.

3.3 The Company shall establish a pro-
gram of self audit acceptable to the FIA or
comply with the self audit program con-
tained in the Financial Control Plan for
business written under the WYO Program.
The Company shall report the results of
this self-audit to the FIA annually.

B. The Company shall use the following
time standards of performance as a guide:

1.0 Application Processing—15 days
(NotE: If the policy cannot be mailed due to
insufficient or erroneous information or in-
sufficient funds, a request for correction or
added monies shall be malled within 10
days); © .

1.1 Renewal Processing—17 days;

1.2 Endorsement Processing—7 days;

1.3 Cancellation Processing—15 days;

1.4 Correspondence, Simple and/or
Status Inquiries—T7 days;

1.5 Correspondence, Complex Inquiries—
20 days; ‘

" 1.6 Supply, Materials, and Manual Re-
quests—T days;

1.7 Claims Draft Processing—7 days from
completion of file examination;

1.8 Claims Adjustment—45 days average
from receipt of Notice of Loss (or equiva-
lent) through completion of examination.

1.9 For the elements of work enumerated
above, the elapsed time shown is from date
of receipt through date of mail out. Days
means working, not calendar days.

In addition to the standards for timely

' performance set forth above, all functions

performed by the Company shall be in ac-
cordance with the highest reasonably at-
tainable quality standards generally utilized
in the Insurance and data processing indus-
tries.

These standards are for guidance. Al-
though no immediate remedy for failure to
meet them Is provided under this Arrange-
ment, nevertheless, performance under
these standards can be a factor considered
by the Federal Insurance Administrator
(the Administrator) in determining the con-
tinuing participation of the Company in the
Program.

C. The Company shall coordinate activi-
ties and provide information to the FIA or
its designee on those occasions when a
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Flood Insurance Catastrophe Office is es-
tablished.

D. Policy Issuance

1.0 The Flood insurance subject to this
Arrangement shall be only that insurance
written by the Company in its own name
pursuant to the Act. °*

2.0 The Company shall issue policies
under the regulations prescribed by the Ad-
ministrator in accordance with the Act;

3.0 All such policies of insurance shall
conform to the regulations prescribed by
the Administrator pursuant to the Act, and
be issued on a form approved by the Admin-
istrator;

4.0 All policies shall be issued in consid-
eration of such premiums and upon such
terms and conditions and in such States or
areas or subdivisions thereof as may be des-
ignated by the Administrator and only
where the Company is licensed by State law
to engage in the property insurance busi-
ness;

5.0 The Administrator may require the
Company to immediately discontinue issu-
ing policies subject to this Arrangement in
the event Congressional authorization or
appropriation for the National Flood Insur-
ance Program is withdrawn.

E. The Company shall establish a bank ac-
count, separate and apart from all other
Company accounts, at a bank of its choosing
for the collection, retention and disburse-
ment of funds relating to its obligation
under this Arrangement, less the Compa-
ny's expenses as set forth in Article III, and
the operation of the Letter of Credit estab-
lished pursuant to Article IV. All funds not
required to meet current expenditures shall
be remitted to the United States Treasury,
in accordance with the provisions of the
WYO Accounting Procedures Manual.

F. The Company shall investigate, adjust,
settle and defend all claims or losses arising
from policies issued under this Arrange-
ment. Payment of flood insurance claims by
the Company shall be binding upon the
FIA. .

G. The Company may market flood insur-
ance policies in any manner consistent with
its customary method of operation.

ArTIiCcLE III—Loss Costs, ExXPENSEs, Ex-
PENSE REIMBURSEMENT, AND PREMIUM RE-
FUNDS

A. The Company shall be liable for oper-
ating, administrative and production ex-
penses, including any taxes, dividends,
agent’s commissions or any board, exchange
or bureau assessments, or any other expense
of whatever nature incurred by the Compa-
ny in the performance of its obligations
under this Agrangement.

B. The Company shall be entitled to with-
hold as operating and administrative ex-
penses, other than agents or brokers com-
missions, an amount from the Company's
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written premium on the policies covered by
this Arrangement in reimbursement of all
of the Company's marketing, operating and
administrative expenses, except for allocat-
ed and unallocated loss adjustment ex-
penses described in C. of this article, which
amount shall equal the average of industry
expense ratios for “Other Acq.” “Gen. Exp.”
and “Taxes” as published in the latest avail-
able (as of March 15 of the prior Arrange-
ment year) ‘“Best's’” Aggregates and Aver-
ages Property Casualty, Industry Under-
writing—by Lines for Fire, Allied Lines, Far-
mowners Multiple Peril, Homeowners Multi-
ple Peril, and Commercial Multiple Peril
combined (weighted average using premi-
ums earned as weights) calculated and pro-
mulgated by the Administrator. Premium
income net of reimbursement (net premium
income) shall be deposited in a special ac-
count for the payment of losses and loss ad-
justment expenses (see Article II, Section
E).

The Company shall be entitled to 14.0% of
the Company’s written premium on the
policies covered by this Arrangement as the
basic commission allowance to meet commis-
sions and/or salaries of their insurance
agents, brokers, or other entities producing
qualified flood insurance applications £nd
other related expenses. Additionally, the
Company shall be entitled to 0.1% of the
Company’s written premium on the policies
covered by this Arrangement for each 1%
growth in the Company’s policies in force
on September 30 of this Arrangement Year,
reduced by 80% of the number of policies
scheduled’ for transfer to the Company
during this Arrangement Year pursuant to
the Company’s request under the NFIP
Rollover Procedures, over the policies in
force on September 30 of the prior Arrange-
ment Year; the additional commission al-
lowance calculated under this provision is
limited to a maximum of 3%. The Company
may withhold 15% of the Company’s writ-
ten premium during this Arrangement Year
with an adjustment up or down, depending
upon policy growth, being made at the end
of this Arrangement Year.

In the case where the Company had no
policies in force on September 30 of the
prior Arrangement Year, the Company shall
be entitled to withhold 159 of the Compa-
ny's written premium on the policies cov-
ered by this Arrangement as the commis-
sion allowance, with no adjustment at the
end of this Arrangement Year.

Nothing in Article III, Section B, can be

. used as a means of increasing a Company's

commission allowance by transferring busi-
ness from one company to another company
within a company group or by the merger or
acquisition of another company. Payments
of any additional commission allowance or
refund of any excess commission allowance
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will be in accordance with the WYO Ac-
counting Procedures Manual.

The Company, with the consent of the
‘Administrator as to terms and costs, shall be
entitled to utilize the services of a national
rating organization, licensed under state
law, to assist the FIA in undertaking and
carrying out such studies and investigations
on a community or individual risk basis, and
in determining more equitable and accurate
estimates of flood insurance risk premium
rates as authorized under the National
Flood Insurance Act of 1968, as amended.
The Company shall be reimbursed in ac-
cordance with the provisions of the WYO
Accounting Procedures Manual for the
charges or fees for such services.

C. Loss Adjustment Expenses shall be re-
fmbursed as follows:

1. Unallocated loss adjustment shall be an
expense reimbursement of 3.3% of the in-
curred loss (except that it does not include
“incurred but not reported”).

2. Allocated loss adjustment expense shall
be reimbursed to the Company pursuant to
Exhibit A, entitled “Fee Schedule.”

3. Special allocated loss expenses shall be -

reimbursed to the Company for only those
expenses the Company has obtained prior
approval of the Administrator to incur.

D.1. Loss payments under policies of flood
insurance shall be made by the Company
from funds retained in the bank account es-
tablished under Article II, Section E and, if
such funds are depleted, from funds derived
by drawing against the Letter of Credit es-
tablished pursuant to Article IV.

2. Loss payments will include payments as
a result of awards or judgments for damages
arising under the scope of this Arrange-
ment, policies of flood insurance issued pur-
suant to this Arrangement, and the claims
processing standards and guides set forth at
Article II, Section A, 2.0 of this Arrange-
ment. Prompt notice of any claim for dam-
ages as to claims processing or other mat-
ters arising outside the scope of this section
(D)(2) shall be sent to the Assistant Admin-

istrator of the FIA's Office of Insurance

Policy * Analysis and Technical Services
(OIPATS), along with a copy of any materi-
al pertinent to the claim for damages aris-
ing outside of the scope of the matters set
forth in this section (D)(2).

Following receipt of notice of such claim,
the General Counsel (OGC), FEMA, shall
review the cause and make a recommenda-
tion to FIA as to whether the claim is
grounded in actions by the Company which
are significantly outside the provisions of
this section (D)(2). After reviewing the Gen-
eral Counsel’'s recommendation, the Admin-
istrator will make his decision and the Com-
pany will ®e notified, in writing, within
thirty (30) days of the General Counsel's
recommendation, if the decision is that any
award or judgment for damages arising out
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of such actions will not be recognized under
Article III of this Arrangement as a reim-
bursable loss cost, expense or expense reim-
bursement. In the event that the Company
wishes to petition for reconsideration of the
notification that it will not be reimbursed
for the award or judgment made under the
above circumstances, it may do so by mail-
ing, within thirty days of the notice declin-
ing to recognize any such award or judg-
ment as reimbursable under Article III, a
written petition to the Chairman of the
WYO Standards Committee established
under the Financial Control Plan. The
WYO Standards Committee will, then, con-
sider the petition at its next regularly
scheduled meeting or at a special meeting
called for that purpose by the Chairman
and issue a written recommendation to the
Administrator, within thirty days of the
meeting. The Administrator’s final determi-
nation will be made, in writing, to the Com-
pany within thirty days of the recommenda-
tion made by the WYO Standards Commit-
tee.

E. Premium refunds to applicants and pol-
fcyholders required pursuant to rules con-
tained in the National Flood Insurance Pro-
gram (NFIP) “Flood Insurance Manual”
shall be made by the Company from funds
retained in the bank account established
under Article II, Section E and, if such
funds are depleted, from funds derived by
drawing against the Letter of Credit estab-
lished pursun.nlt to Article IV.

ARTICLE IV—UNDERTAKINGS OF THE
7  GOVERNMENT

A. A Treasury Financial Communication
System Letter(s) of- Credit shall be estab-
lished by the Federal Emergency Manage-
ment Agency  (FEMA) against which the
Company may withdraw funds daily, if
needed, pursuant to prescribed Federal Re-
serve Letter of Credit procedures as imple-
mented by FEMA. The amounts of the au-
thorizations will be Increased as necessary
to meet the obligations of the Company
under Article III, Sections (C), (D), and (E).
Request for funds shall be made only when
net premium income has been depleted. The
timing and amount of cash advances shall
be as close as Is administratively feasible to
the actual disbursements by the recipient
organization for allowable Letter of Credit
costs.

Request for payment on Letters of Credit
shall not ordinarily be drawn more fre-
quently than daily nor in amounts less than
$5,000, and in no case more than $5,000,000
unless so stated on the Letter of Credit.
This Letter of Credit may be drawn against
the Company for any of the following rea-
sons:

1. Payment of claim as described in Article
III, Section D; and
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2. Refunds to applicants and policyholders
for insurance premium overpayment, or if
the application for insurance is rejected or
when cancellation or endorsement of a
policy results in a premium refund as de-
.scribed in Article I1I, Section E; and .

3. Allocated and unallocated Loss Adjust-
ment Expenses as described in Article III,
Section C. p

B. The FIA shall provide technical assist-
ance to the Company as follows:

1. The FIA's policy and history concerning
underwriting and claims handling.

2. A mechanism to assist in clarification of
coverage and claims questions.

3. Other assistance as needed.

ARTICLE V—COMMENCEMENT AND
TERMINATION

A. Upon signature of authorized officials
for both the Company and the FIA, this Ar-
rangement shall be effective for the period
October 1 through September 30. The FIA
shall provide financial assistance only for
policy applications and endorsements ac-
cepted by the Company during this period
pursuant to the Program's effective date,
underwriting and eligibility rules. ’

B. By June 1, of each year, the FIA shall
publish in the FEDERAL REGISTER and make
available to the Company the terms for the
re-subscription of this Financial Assistance/
Subsidy Arrangement. In the event the
Company chooses not to re-subscribe, it
shall notify the FIA to that effect by the
following July 1.

C. In the event the Company elects not to
participate in the Program in any subse-
quent fiscal year, or the FIA chooses not to
renew the Company'’s participation, the
FIA, at its option, may require (1) the con-
tinued performance of this entire Arrange-
ment for one (1) year following the effective

expiration date only for those policies, -

issued during the original term of this Ar-
rangement, or any renewal thereof, (2) the
transfer to the FIA of:

a. All data received, produced, and main-
tained through the life of the Company's
participation in the Program, including cer-
tain data,-as determined by FIA, in a stand-
ard format and medium; and

b. A plan for the orderly transfer to the
FIA of any continuing responsibilities in ad-
ministering the policies issued by the Com-
pany under the Program including provi-
sions for coordination assistance; and

c. All claims and policy files, including
those pertaining to receipts and disburse-
ments which have occurred during the life
of each policy. In the event of a transfer of
the -services provided, the Company shall
provide the FIA with a report showing, on a
policy basis, any amounts due from or pay-
able to insureds agents, brokers, and others
as of the transition date.
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D. Financial assistance under this Ar-
rangement may be cancelled by the FIA in
its entirety upan 30 days written notice to
the Company by certified mail stating one
of the following reasons for such cancella-
tion: (1) Fraud or misrepresentation by the
Company subsequent to the inception of the
contract, or (2) nonpayment to the FIA of
any amount due the FIA. Under these very
specific conditions, the F1A may require the
transfer of data as shown in Section C.,
above. If transfer is required, the unearned
expenses retained by the Company shall be
remitted to the FIA.

E. In the event the Act is amended, or re-
pealed, or expires, or if the FIA is otherwise
without authority to continue the Program,
financial assistance under this Arrangement
may be cancelled for any new or renewal
business, but the Arrangement shall contin-
ue for policies in force which shall be al-
lowed to run their their term under the Ar-
rangement.

F. In the event that the Company is
unable to, or otherwise fails to, carry out its
obligations under this Arrangement by
reason of any order or directive duly issued
by the Department of Insurance of any Ju-
risdiction to which the Company is subject,
the Company agrees to transfer, and the
Governmenft will accept, any and all WYO
policies issued by the Company and in force
as of the date of such inability or failure to
perform. In such event the Government will
assume all obligations and liabilities owed to
policyholders under such policies arising
before and after the date of transfer and
the Company will immediately transfer to
the Government all funds in its possession
with respect to all such policies transferred
and the unearned portion of the Company
expenses for operating, administrative and
loss adjustment on all such policies.

ARTICLE VI—INFORMATION AND ANNUAL
STATEMENTS

The Company shall furnish to the FIA
such summaries and analyses of informa-
tion in its records as may be necessary to
carry out the purposes of the National
Flood Insurance Act of 1968, as amended, in
such form as the FI1A, in cooperation with
the Company, shall prescribe. The Compa-
ny shall be a property/casualty insurer
domiciled in a State or territory of the
United States. Upon request, the Company
shall file with the FIA a true and correct
copy of the Company's Fire and Casualty
Annual Statement, and Insurance Expense
Exhibit or amendments thereof, as filed
with the State Insurance Authority of the
Company's domiciliary State.
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ARTICLE VII—CASH MANAGEMENT AND
ACCOUNTING

A. The FEMA shall make available to the
‘Company during the entire term of this Ar-
rangement and any continuation period re-
quired by FIA pursuant to Article V, Sec-
tion C., the Letter of Credit provided for in
Article IV drawn on’ a repository bank
within the Federal Reserve System upon
which the Company may draw for reim-
bursement of its expenses as set forth in Ar-
ticle IV which exceed net written premiums
collected by the Company from the effec-
tive date of this Arrangement or continu-
ation period to the date of the draw.

B. The Company shall remit all funds not
required to meet current expenditures to
the United States Treasury, in accordance
with the provisions of the WYO Accounting
Procedures Manual.

C. In the event the Company elects not to
participate in the Program in any subse-
quent fiscal year, the Company and FIA
shall make a provisional settlement of all
amounts due or owing within three months
of the termination of this Arrangement.
This settlement shall include net premiums
collected, funds drawn on the Letter of
Credit, and reserves for outstanding claims.
The Company and FIA agree to make a
final settlement of accounts for all obliga-
tions arising from this Arrangement within
18 months of its expiration or termination,
except for contingent liabilities which shall
be listed by the Company. At the time of
final settlement, the balance, if any, due the
FIA or the Company shall be remitted by
the other immediately and the operating
year under this Arrangement shall be
closed.

ARTICLE VIII—ARBITRATION

A. If any misunderstanding or dispute
arises between the Company and the FIA
with reference to any factual issue under
any provisions of this Arrangement or with
respect to the FIA's non-renewal of the

Company’s participation, other than as to-

legal lability under or interpretation of the
standard flood insurance policy, such mis-
understanding or dispute may be submitted
to arbitration for a determination which
shall be binding upon approval by the FIA.
The Company and the FIA may agree on
and appoint an arbitrator who shall investi-
gate the subject of the misunderstanding or
dispute and make a determination. If the
Company and the FIA cannot agree on the
appointment of an arbitrator, then two arbi-
trators shall be appointed, one to be chosen
by the Company and one by the FIA. .

The two arbitrators so chosen, if they are
unable to veach an agreement, shall select a
third arbitrator who shall act as umpire,
and such umpire’'s determination shall
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become final only upon approval by the
FIA.

The Company and the FIA shall bear in
equal shares all expenses of the arbitration.
Findings, proposed awards, and determina-
tions resulting from arbitration proceedings
carried out under this section, upon objec-
tion by FIA or the Company, shall be inad-
missible as evidence in any subsequent pro-
c;aed.lngs in any court of competent jurisdic-
tion.

This Article shall indefinitely succeed the
term of this Arrangement. .

ARTICLE IX—ERRORS AND OMISSIONS

The parties shall not be lable to each
other for damages caused by ordinary negli-
gence arising out of any transaction or
other performance under this Arrangement,
nor for any inadvertent delay, error, or
omission made in connection with any
transaction under this Arrangement, provid-
ed that such delay, error, or omission is rec-
tified by the responsible party as soon as
possible after discovery.

However, in the event that the Company
has made a claim payment to an insured
without including a mortgagee (or trustee)
of which the Company had actual notice
prior to making payment, and subsequently
determines that the mortgagee (or trustee)
is also entitled to any part of said claim pay-
ment, any additional payment shall not be
paid by the Company from any portion of
the premium and any funds derived from
any Federal Letter of Credit deposited in
the bank account described in Article II,
section E. In addition, the Company agrees
to hold the Federal Government harmless
against any claim asserted against the Fed-
eral Government by any such mortgagee (or
trustee), as described in the preceding sen-
tence, by reason of any claim payment made
to any insured under the circumstances de-
scribed above.

ARrTIiCLX X—OrriciaLs Not To BENEFIT

No Member or Delegate to Congress, or
Resident Commissioner shall be admitted to
any share or part of this Arrangement, or to
any benefit that may arise therefrom: but
this provision shall not be construed to
extend to this Arrangement if made with a
corporation for its general benefit.

ArTIiCLE XI—-Orrscr

At the settlement of accounts the Compa-
ny and the FIA shall have, and may exer-
cise, the right to offset any balance or bal-
ances, whether on account of premiums,
commissions, losses, loss adjustment ex-
penses, salvage, or otherwise due one party
to the other, its successors or assigns, here-
under or under any other Arrangements
heretofore or hereafter entered into be-
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tween the Company and the FIA. This right
of offset shall not be affected or diminished
because or insolvency of the Company.

*All debt of credits of the same class,
whether liquidated or unliquidated, in favor
of or against either party to this Arrange-
ment on the date of entry, or any order of
conservation, receivership, or liquidation,

shall be deemed to be mutual debts and-

credits and shall be offset with the balance
only to be allowed or paid. No offset shall be
allowed where a conservator, receiver, or liq-
uidator has been appointed and where an
obligation was purchased by or transferred
to a party hereunder to be used as an offset.
Although a claim on the part of either
party against the other may be unliquidated
or undetermined in amount on the date of
the entry of the order, such claim will be re-
garded as being In existence as of the date
of such order and any credits or claims of
the same class then in existence and held by
the other party may be offset against it.

ARrTICLE XII—EQUAL OPPORTUNITY

The Company shall not discriminate
against any applicant for insurance because
of race, color, religion, sex, age, handicap,
marital status, or national origin.

ARTICLE XIII—RESTRICTION ON OTHER FLOOD
INSURANCE

As a condition of entering into this Ar-
rangement the Company agrees that in any
area in which the Administrator authorizes
the purchase of flood insurance pursuant to
the Program, all flood insurance offered
and sold by the Company to persons eligible
to buy pursuant to the Program for cover-
ages available under the Program shall be
written pursuant to this Arrangement.

However, this restriction applies solely to.

policies providing only flood insurance. It
does not apply to policies provided by the
Company of which flood is one of the sever-
al perils covered, or where the flood insur-
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final settlement of accounts, and to finan-

cial assistance, three (3) years after final ad-

justment of such claims. The FIA shall have
access to policyholder and claim records at
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