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FLOOD INSURANCE








1.	Purpose.  The purpose of this circular is to revise the flood insurance information previously provided in Circular 26-74-8 and changes 1 and 2, herewith rescinded.





2.	Background.  Public Law 93-234, the Flood Disaster Protection Act of 1973, amended the National Flood Insurance Act of 1968.  To implement its provisions, 38 CFR 36.4222, relating to manufactured homes, and 38 CFR 36.4326, concerning guaranteed or insured loans, were amended effective March 2, 1974, and are applicable to loans closed after that date.





3.	Requirement to Obtain Flood Insurance.  On any loan closed on or after March 2, 1974, the holder must require flood insurance to be obtained and maintained if the security is located in an SFHA (Special Flood Hazard Area) and flood insurance is available for sale in such area under the NFIP (National Flood Insurance Program); i.e., the community is "participating" in the program.  If the security is located in an SFHA and flood insurance is not available because the community is not participating in the program, it is not eligible for the VA home loan program.





a.	 SFHA's include only those areas which are in the 100-year floodplain as delineated by FEMA (Federal Emergency Management Agency) on flood maps developed through engineering studies.  SFHA's are usually refined into Zones A, AO, AH, AE, A99, VO, VE, or V. (Older maps utilize numbered A Zones; e.g., Alt A2, A30, and numbered V Zones; e.g., Vl, V2, V30.) Flood insurance is not required in Zones B, C, X, and D.





b.	Lenders do not have the authority to make exceptions to the requirement for flood insurance coverage for properties which are located in SFHA's even though a survey may demonstrate that they are located above the 100-year flood level.  The Act does provide for appeals to the FIA (Federal Insurance Administration) by a mortgagor who believes the property has been incorrectly included in a designated SFHA.  This appeal procedure is called a LOMA (Letter of Map


Amendment).	A LOMA is the result of an administrative


procedure in	which the FIA reviews  scientific  or  technical  data


submitted  by	the mortgagor. If the  data  indicates  that  the


property  has	been incorrectly included in  a  Special  Flood


Hazard  Area,	the Federal Insurance Administration  will  issue  a


LOMA, which amends the currently effective FEMA map, and establishes that the property is not located in a Special Flood Hazard Area.
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Circular 26-90-13							March 13, 1990��   4.  Amount of Insurance Required.  The amount of flood insurance required will be equal to the outstanding balance  of the loan or the maximum limit of coverage available under   the NFIP for the particular type of property involved, whichever is less.  For the most current information concerning maximum available coverage, local property insurance agents or brokers, or the local State Coordinating Agency for Flood Insurance may be contacted.  In the case of a manufactured home loan, or site-built home when appropriate, the flood insurance required must include coverage of furniture, appliances, carpeting, and other personal property financed from the proceeds of the loan.  The amount of content insurance will be equal to that part of the loan proceeds used to finance such personal property or the maximum limit of coverage available for contents under the Act, whichever is less.





5.	 Flood Maps.  FEMA works with State and community governments to identify their flood hazard areas and publishes a Flood Hazard Boundary Map of those areas.  A Flood Hazard Boundary Map is based upon approximate data and identifies, in general, the SFHA's within a community.  It is used in the emergency program of the NFIP for floodplain management and insurance purposes.  A FIRM (Flood Insurance Rate Map) usually is issued following a flood risk assessment conducted in connection with the conversion to the regular program of the NFIP.  All field stations are currently on' the mailing list to receive FEMA flood maps as they become available or are revised.  It is the station's responsibility to ensure that the FEMA map distribution center has current mailing information.  Field stations should continue to ensure that fee personnel have current flood maps for the areas in which they appraise.  To maintain control, it is preferred that field stations continue to provide pertinent maps to fee personnel.  If stations require fee appraisers to obtain maps, on their own they should establish a control procedure to insure they have done so.





6.	Fee Appraiser's Responsibility.  The "Site" portion of the URAR (Uniform Residential Appraisal Report) has a section for the fee appraiser to complete concerning FEMA SFHA's.  The fee appraiser is to check the appropriate flood map(s) for the area in which the property being appraised is located.  If the property can be located on a map, and any part of the dwelling is in an SFHA, the fee appraiser should check "yes" on the form.  In every instance in which a property can be located on a flood map, the map number and flood zone must be identified regardless of whether or not the property is located in a SFHA.  In MCRV (Master Certificate of Reasonable Value) cases in which a project has some properties in SFHA's and some which are not, the committee appraiser should provide a schedule of lots indicating which properties are located in Special Flood Hazard Areas.
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7.	 VA's Responsibility.  If the fee appraiser has indicated on the appraisal report that the dwelling is located in an SFHA, the Construction and Valuation technician reviewing the appraisal report will check item 24 on VA Form 26-1843, Certificate of Reasonable Value, which indicates that flood insurance will be required.  VA Forms 26-1843a, Master Certificate of Reasonable Value, which include properties located in a SFHA, will be conditioned as follows: "Since this property is located in a Special Flood Hazard Area as 'established by FEMA, flood insurance will be required in accordance with 38 CFR 36.4326". As stated previously, it may be necessary for the MCRV to provide a schedule of lots which are located in a SFHA.





8.	Lender's Responsibility.  VA will exert all reasonable effort and care 'to ensure that, when appropriate, CRV's contain the requirement to obtain flood insurance.. Ultimately, however, it will be the lender's responsibility to assure that flood insurance is obtained and maintained on properties located in SFHA's.





9.	 Properties which are Regularly Subject to Flooding.  Fee appraisers sometimes report on their appraisals that the property being appraised is subject to flooding.  Such properties may or may not be located in SFHAs.  In either case, the field station should determine whether or not the property conforms to VA Minimum Property Requirements for existing construction.  If it is determined that the flooding condition is such that the property does not comply with VA Minimum Property Requirements, the property is ineligible for VA-guaranteed financing even though flood insurance may be available.





10.	 Proposed Construction to be Located in Special Flood Hazard Areas.  Paragraph 3.02a(l) of M26-2 indicates that all proposed construction cases must comply with 24 CFR 200.926d, "Construction Requirements." These requirements describe the building elevations necessary to reduce flood hazard exposure.  Proposed construction located in an SFHA is eligible for participation in the VA home loan guaranty program provided it meets the appropriate elevation requirements, and the community in which the property is located is participating in the NFIP and flood insurance is available.  Participating communities agree with the Federal government to adopt ordinances that will mitigate the impact of future flooding.  The most significant of these required ordinances provide that building permits for new residential construction in SFHAs require that the lowest floor be located above the base flood elevation as provided on a FIRM issued by the Federal Insurance Administration.
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11.	VA-Acquired Properties.  VA-acquired properties located in Special Flood Hazard Areas must not be sold or rented for residential occupancy if the community in which the property is located is not participating in the NFIP.  Such cases will be submitted to Central Office (263) with recommendations for disposition of the property.





12.	 Vendee Accounts, Direct Loans, and Specially Adapted Housing.  The flood insurance requirements of this circular are also applicable to all vendee accounts, direct loans, and grants for specially adapted housing.  On acquired properties, VA, as self-insurer, will not purchase flood insurance; however, existing policies, when the loss payable clause can be assigned to the Secretary or when the Secretary is named as an additional insured, will be permitted to run until title is acquired and the property inspection report indicates no claimable damage. (See M26-5, par. 4.05.) Hazard insurance policies in force after foreclosure of portfolio loans will be processed similarly.  A specially adapted housing unit, if located in an SFHA where flood insurance is available, must be covered by flood insurance for the lesser of the full insurable value of the property or the maximum flood insurance available under the NFIP.





13.	 Extracts. Central Office will provide stations with extracts of paragraphs 1 through 10 of this circular for distribution to program participants.  Stations will distribute the extracts with a release advising program participants that any outstanding local releases relevant to this issue are hereby rescinded.  Copies of these releases need not be sent to Central Office.





14.	 RESCISSION:  Circular 26-74-8 and changes 1 and 2.














		Raymond H. Avent


		Acting Chief Benefits  Director





Distribution:  CO:  	RPC 2022


SS(265B1)     FLD:  	VBAFS, 1 each (Reproduce and distribute
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FLOOD INSURANCE





1.	Purpose.  The purpose of this circular is to revise the flood insurance information previously provided in Circular 26-74-8 and changes 1 and 2, herewith rescinded.





2.	 Background. Public Law 93-234, the Flood Disaster Protection Act of 1973, amended the National Flood Insurance Act of 1968.  To implement its provisions, 38 CFR 36.4222, relating to manufactured homes, and 38 CFR 36.4326, concerning guaranteed or insured loans, were amended effective March 2, 1974, and are applicable to loans closed after that date.





3.	Requirement to Obtain Flood Insurance.  On any loan closed on or after March 2, 1974, the holder must require flood insurance to be obtained and maintained if the security is located in an SFHA (Special Flood Hazard Area) and flood insurance is available for sale in such area under the NFIP (National Flood Insurance Program); i.e., the community is "participating" in the program.  If the security is located in an SFHA and flood insurance is not available because the community is not participating in the program, it is not eligible for the VA home loan program.





a.	 SFHA's include only those areas which are in the 100-year floodplain as delineated by FEMA (Federal Emergency Management Agency) on flood maps developed through engineering studies.  SFHA's are usually refined into Zones A, AO, AH, AE, A99, VO, VE, or V. (Older maps utilize numbered A Zones; e.g., All A2, A30, and numbered V Zones; e.g., V1, V2, V30.) Flood insurance is not required in Zones B, C, X, and D.





b.	Lenders do not have the authority to make exceptions to the requirement for flood insurance coverage for properties which are located in SFHA's even though a survey may demonstrate that they are located above the 100-year flood level.  The Act does provide for appeals to the FIA (Federal Insurance Administration) by a mortgagor who believes the property has been incorrectly included in a designated SFHA.  This appeal procedure is called a LOMA (Letter of Map Amendment).  A LOMA is the result of an administrative procedure in which the FIA reviews  scientific  or  technical  data submitted  by the mortgagor. If the data  indicates  that  the property  has been incorrectly included in a Special Flood Hazard  Area, the Federal Insurance Administration  will  issue  a LOMA, which amends the currently effective FEMA map, and establishes that the property is not located in a Special Flood Hazard Area.
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4.	 Amount of Insurance Required.  The amount of flood insurance required will De equal to the outstanding balance of the loan or the maximum limit of coverage available under the NFIP for the particular type of property involved, whichever is less.  For the most current information concerning maximum available coverage, local property insurance agents or brokers, or the local State Coordinating Agency for Flood Insurance may be contacted.  In the case of a manufactured home loan, or site-built home when appropriate, the flood insurance required must include coverage of furniture, appliances, carpeting, and other personal property financed from the proceeds of the loan.  The amount of content insurance will be equal to that part of the loan proceeds used to finance such personal property or the maximum limit of coverage available for contents under the Act, whichever is less.





5.	Flood Maps.  FEMA works with State and community governments to identify their flood hazard areas and publishes a Flood Hazard Boundary Map of those areas.  A Flood Hazard Boundary Map is based upon approximate data and identifies, in general, the SFHA's within a community.  It is used in the emergency program of the NFIP for floodplain management and insurance purposes.  A FIRM (Flood Insurance Rate Map) usually is issued following a flood risk assessment conducted in connection with the conversion to the regular program of the NFIP.  All field stations are currently on the mailing list to receive FEMA flood maps as they become available or are revised.  It is the station's responsibility to ensure that the FEMA map distribution center has current mailing information.  Field stations should continue to ensure that fee personnel have current flood maps for the areas in which they appraise.  To maintain control, it is preferred that field stations continue to provide pertinent maps to fee personnel.  If stations require fee appraisers to obtain maps, on their own they should establish a control procedure to insure they have done so.





6.	Fee Appraiser's  Responsibility.  The  "Site"  portion  of the URAR  Uniform Residential   Appraisal Report) has  a  section for the fee appraiser to complete concerning FEMA SFHA's.  The fee appraiser is to check the appropriate flood map(s) for the area in which the property being appraised is located.  If the property can be located on a map, and any part of the dwelling is in an SFHA, the fee appraiser should check "yes" on the form.  In every instance in which a property can be located on a flood map, the map number and flood zone must be identified regardless of whether or not the property is located in a SFHA.  In MCRV (Master Certificate of Reasonable Value) cases in which a project has some properties in SFHA's and some which are not, the committee appraiser should provide a schedule of lots indicating which properties are located in Special Flood Hazard Areas.
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7.	VA's Responsibility.  If the fee appraiser has indicated on the appraisal report that the dwelling is located in an SFHA, the Construction and Valuation technician reviewing the appraisal report will check item 24 on VA Form 26-1843, Certificate of Reasonable Value, which indicates that flood insurance will be required.  VA Forms 26-1843a, Master Certificate of Reasonable Value, which include properties located in a SFHA, will be conditioned as follows: "Since this property is located in a Special Flood Hazard Area as established by FEMA, flood insurance will be required in accordance with 38 CFR 36.4326". As stated previously, it may be necessary for the MCRV to provide a schedule of lots which are located in a SFHA.





8.	Lender's Responsibility.  VA will exert all reasonable effort and care to ensure that, when appropriate, CRV's contain the requirement to obtain flood insurance.  Ultimately, however, it will be the lender's responsibility to assure that flood insurance is obtained and maintained on properties located in SFHA's.





9.	Properties which are Regularly Subject to Flooding.  Fee appraisers sometimes report on their appraisals that the property being appraised is subject to flooding.  Such properties may or may not be located in SFHAs.  In either case, the field station should determine whether or not the property conforms to VA Minimum Property Requirements for existing construction.  If it is determined that the flooding condition is such that the property does not comply with VA Minimum Property Requirements, the property is ineligible for VA-guaranteed financing even though flood insurance may be available.





10.	 Proposed Construction to be Located in Special Flood Hazard Areas.  Paragraph 3.02a(l) of M26-2 indicates that all propose construction cases must comply with 24 CFR 200.926d, "Construction Requirements." These requirements describe the building elevations necessary to reduce flood hazard exposure.  Proposed construction located in an SFHA is eligible for participation in the VA home loan guaranty program provided it meets the appropriate elevation requirements, and the community in which the property is located is participating in the NFIP and flood insurance is available.  Participating communities agree with the Federal government to adopt ordinances that will mitigate the impact of future flooding.  The most significant of these required ordinances provide that building permits for' new residential construction in SFHAs require that the lowest floor be located above the base flood elevation as provided on a FIRM issued by the Federal Insurance Administration.
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