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Brief Summary and Excerpts

A. Exclusion of Certain Properties from Receiving Subsidized Premium Rates (Renewals)

Effective October 1, 2013, the NFIP will no longer allow renewals for certain Pre-FIRM buildings in a Special Flood Hazard Area (SFHA) or Zone D to receive subsidized premium rates (Table 2A). These properties previously received subsidized premium rates because they were built on or before December 31, 1974, or before the effective date of the initial Flood

Insurance Rate Map (FIRM) published for the community. Effective October 1, 2013, renewals for the properties noted below will experience a premium rate increase up to 25 percent annually until such time as elevation data supplied on an Elevation Certificate (EC) indicates that the fullrisk premium rate is lower than the subsidized rates reflecting a 25-percent increase over the previous year. This change will affect the property types listed below:

· Severe Repetitive Loss (SRL) properties consisting of 1-4 family residences.

The Rating section of the Flood Insurance Manual (FIM) contains a new rate table (Table 2C) for all new properties transferred to the NFIP Special Direct Facility (SDF) and renewal Pre-FIRM SRL properties in an SFHA and Zone D with an effective date on or after October 1, 2013. This table reflects a 25% increase over the premium rates previously applied to Pre- FIRM SRL properties.

· Properties that have incurred flood-related damage in which the cumulative amounts of NFIP flood insurance claim payments equaled or exceeded the fair market value of the property.

This category of Pre-FIRM properties is considered a subset of all SRL properties. Therefore,

SRL renewals for Pre-FIRM buildings in an SFHA and Zone D for all 1-4 family residences will be rated using the new rate table (Table 2C), as will other SRL properties. This new table will apply to all SRL renewal policies meeting the above criteria that are effective on or after October 1, 2013. This table reflects a 25% increase over the premium rates previously applied to Pre-FIRM properties.

B. No Extension of Subsidy to New Policies or Lapsed Policies for Pre-FIRM Properties in SFHAs and Zone D 

Effective October 1, 2013, the NFIP will no longer provide any extension of premium rate subsidy to new or lapsed Pre-FIRM properties/policies, which will be subject to full-risk rating.

These properties will require an Elevation Certificate (EC) including photos in order to determine full-risk rating using the current FIRM. Tentative or provisional rates may be used for 1 year only until an EC is provided.

This provision does not impact policies issued under the existing PRP Eligibility Extension, as these policies are not subsidized.

The following Pre-FIRM properties/policies in SFHAs and Zone D will move directly to the unsubsidized rates upon renewal:

· Properties not insured by the NFIP as of the date of enactment of BW 12 (with a possible exception created by Section 100207 of BW 12).

- Any application for a policy that is not a rollover, transfer, or rewrite and is effective on or after October 1, 2013, will be subject to full-risk rating.

- Renewals of policies resulting from applications that were not rollovers, transfers, or rewrites that initially became effective on or after July 6, 2012, are subject to full-risk rating on the first renewal effective on or after October 1, 2013.

· Policies under the NFIP that have lapsed in coverage as a result of the deliberate choice of the policyholder.

- A lapsed policy is any policy for which premium payment is received by the insurer after the 30-day grace period following the policy’s expiration date. This provision will apply to Pre-FIRM subsidized policies that experience a lapse on or after October 1, 2013.

- Lapsed policies with reinstated coverage that became effective on or after October 4,

2012, and before October 1, 2013, are subject to full-risk rating on the first renewal effective on or after October 1, 2013.

- A lapsed Pre-FIRM subsidized policy cannot be reinstated on or after October 1, 2013, and loses eligibility for grandfather rules under “continuous coverage.”

- A new application and an EC will be required. An exception will be made if a Pre-FIRM subsidized policy lapses due to community suspension. In that case, the policy may be written using subsidized rates if the application and premium are received by the insurer within 180 days of the community reinstatement date.

· Properties purchased after the date of enactment of BW 12.

- The Application form will include a new data element to record the property purchase date. This provision will not apply to gifts, transfers of ownership, or assignments to an estate or trust in which a purchase did not take place.

- The General Change Endorsement form will include a new data element to record an assignment due to purchase. Mid-term assignments due to purchase of Pre-FIRM properties in SFHAs and Zone D that were rated using subsidized rates will be subject to full-risk rating (pro rata) effective the date of purchase, using the current map information.

- Renewals of policies receiving subsidized rates and covering a property purchased on or after July 6, 2012, are subject to full-risk rating on the first renewal effective on or after October 1, 2013.
