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Should You Have Flood Insurance?

With the recent incidents of flooding, tropical storms and tornadoes 
across the United States, many homeowners are suddenly dealing with 

water damage and debris, and are surprised to learn their 
homeowner’s insurance policy doesn’t cover the damages.
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What Is Your Flood Risk Profile?

Flooding can happen anywhere, even if it’s never happened in your 
area before. Most individuals with a home in a National Flood 

Insurance Program (NFIP) community are required by law to carry flood 
insurance. Even if flood insurance is not required for your home, it 

doesn’t mean it isn’t needed. Without a flood insurance plan, you put 
your financial security at risk if disaster strikes. It may be wise to 

prepare before the storm hits.
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Flood insurance is the most dependable resource to ensure a quick recovery from a devastating event. Relying 
on Federal disaster assistance could be risky because it’s not always available after a flood. The President must 
declare an area a major disaster before Federal disaster assistance is offered.

If you are located in a high-risk flood area and your home mortgage is federally regulated or from an insured 
lender, you will be required to have flood insurance. Visit FloodSmart.gov and enter your address on the One 
Step Flood Risk Profile tool to determine your risk. The site will tell your property’s chances of being flooded.

Once you’ve determined your flood insurance policy, there will be a 30-day waiting period from date of 
purchase before the policy goes into effect. Some exceptions may apply so be sure to consult your agent for 
specifics. Payments must be made for the full year’s premium.

Purchasing Flood Insurance
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Flood insurance is dependable.

Flood insurance may be required.

Flood insurance policies have a waiting period.



Rates are based on factors such as flood zone, date of construction, history of flood claims, elevation, and 
home improvements made to lessen future damage. Rates are set by the government and will not differ 
between insurance companies.

According to FEMA, floods are the most common and costly natural disaster. In the past few years, about 60 
percent of all declared disasters involved flooding.

The President must declare an area a major disaster before federal disaster assistance can be offered. Even 
then, bureaucracy and red-tape may delay assistance. We can’t control natural disasters, but with adequate 
planning, you can help be prepared and alleviate unnecessary stress and anxiety.

Don’t Be Fooled 

Prepared for you by Phyllis McDaniel and 

“Flood insurance is too expensive.”

“My area has never flooded. Why would I need it?”

“Disaster assistance will take care of it. I don’t need the insurance.”



PrimeLending complies with the mandatory 
flood purchase and servicing provisions of 
the National Flood Insurance Reform Act of 
1994, the Flood Insurance Reform Act of 
2004 & the Biggert-Waters Flood Insurance 
Reform Act of 2012

When It Is Required

PrimeLending requires sufficient flood insurance coverage on 
all loans secured by a building located in flood zone or ‘special 
flood hazard area’ as determined by a Federal Emergency 
Management Agency (FEMA) approved flood certification.
In order to tell if a property is located in a Special Flood Hazard 
Area the lender orders the flood certification through a third 
party provider that returns the determination on the FEMA 
approved form that uploads directly to our borrowers’ loan file.
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PrimeLending complies with the mandatory 
flood purchase and servicing provisions of 
the National Flood Insurance Reform Act of 
1994, the Flood Insurance Reform Act of 
2004 & the Biggert-Waters Flood Insurance 
Reform Act of 2012

Borrower Notification

The borrower must be notified immediately once a flood 
determination is pulled and the property is found to be in a 
Special Flood Hazard Area (SFHA).  Page two of the flood cert 
needs to be delivered to the borrower, signed & returned to 
the lender.  Closing cannot occur until 10 calendar days from 
the date of notification.
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• Proof of insurance along with proof of payment for the first year premium

• Flood insurance must be escrowed even if property taxes & homeowner’s insurance impounds are waived

• Deductible cannot exceed $10,000

The following must be used to determine if the borrower has adequate coverage:

1. Maximum available under NFIP:  $250,000
2. 100% replacement cost—must be derived from the ‘total estimated cost new on the appraisal

* Coverage stated on the policy must be the lesser of 1 and 2

Single Family Residential Coverage Requirements

When a property is located in a flood zone & there are additional detached structures i.e. a guest house, a 
separate flood policy may be required.  A separate policy must be obtained when:

1. Additional structure is permanently affixed to the foundation
2. Value of structure (including Non-residential detached structures) is more than $10,000 per the appraisal

**PrimeLending does not allow for manufactured homes to be located in a flood zone.
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Certain properties may fall into 
Undetermined Flood Risk Areas, as denoted 
by flood zone D & NONE on a flood cert.  
These are unstudied areas where flood 
hazards are undetermined however 
flooding is possible.  No mandatory flood 
insurance purchase requirements apply 
however coverage is available.  

PrimeLending will inform our borrowers by 
providing a Flood Zone D/Non Fact Sheet.  

Zone D & None
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FHA:

A property is not eligible for FHA insurance if:

• A residential building and related improvements to the property are located within a Special Flood Hazard 
Area (SFHA) Zone A,  or Zone V, a coastal area AND insurance under the National Flood Insurance Program 
NFIP is not available in the community OR

• The improvements are located with a Coastal Barrier Resource System.

Loan Program Requirements
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USDA-correspondent loan:

• Deductibles cannot exceed the greater of $1000 or 1% of the policy coverage

• Existing dwellings are eligible under the Single Family Housing Guaranteed Loan Program only if flood 
insurance through FEMA’s National Flood Insurance Program is available for the community.

• According to the Homeowner Flood Insurance Affordability Act of 2014, flood insurance is not required for 
any additional structures that are located on the property but are detached from the primary residential 
structure such as sheds, garages or barns.

Loan Program Requirements

*Note:  USDA Direct Loan requires an elevation certificate to ensure the top of the bottom floor is above 

flood zone.
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New Construction:

• Flood insurance not required until framing begins unless there is an existing structure on the property in the 
case of a tear down or a major renovation.

Loan Program Requirements
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Thank You!
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