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1 This date is November 15, 1990, unless otherwise noted.
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MANAGEMENT AGENCY

44 CFR Part 61

RIN 3067–AC29

National Flood Insurance Program;
Insurance Coverage and Rates

AGENCY: Federal Insurance
Administration, FEMA.
ACTION: Final rule.

SUMMARY: This final rule amends the
National Flood Insurance Program
(NFIP) regulations to increase the
waiting period before which flood
insurance coverage becomes effective
under the Standard Flood Insurance
Policy and to increase the limits of
coverage available under the NFIP. This
final rule is necessary to comply with
the waiting period requirement and
maximum flood insurance coverage
amounts established by the National
Flood Insurance Reform Act of 1994.
The intent of this final rule is to
establish a 30-day waiting period, with
certain exceptions, before flood
insurance coverage becomes effective
under the Standard Flood Insurance
Policy and to provide higher limits of
flood insurance coverage to current and
new policyholders.
EFFECTIVE DATE: March 1, 1995.
FOR FURTHER INFORMATION CONTACT:
Charles M. Plaxico, Jr., Federal
Emergency Management Agency,
Federal Insurance Administration, 500
C Street SW., Washington, DC 20472,
(202) 646–3422.
SUPPLEMENTARY INFORMATION: As part of
the implementation of the National
Flood Insurance Reform Act of 1994 (the
Reform Act), on November 15, 1994, the
Federal Emergency Management Agency
(FEMA) published in the Federal
Register (Vol. 59, page 58808) a
proposed rule to increase the waiting
period from five days to 30 days before
flood insurance coverage becomes
effective under the Standard Flood
Insurance Policy and to increase the
limits of coverage available under the
National Flood Insurance Program.

The Reform Act provided for two
exceptions to the 30-day waiting period,
i.e., (1) when the initial purchase of
flood insurance is in connection with
the making, increasing, extension, or
renewal of a loan and (2) when the
initial purchase of flood insurance
occurs during the one-year period
following notice of the issuance of a
revised flood map for a community.

A 45-day period was provided for
review and comment on the proposed
changes. FEMA received comments on
the proposed changes from five
respondents. The tally of comments
included representatives from three
private insurance companies
participating in the NFIP Write Your
Own (WYO) Program, one bank, and a
national trade association representing
savings and community financial
institutions.

All five respondents commented on
the waiting period.

One WYO company respondent
commented that imposing a longer
waiting period before coverage becomes
effective ‘‘will have a potential negative
impact on efforts to market flood
insurance’’ and that imposing a longer
waiting period will also result ‘‘in an
increase in disaster assistance payments
since, at the time of a flood, people not
yet flooded will be less inclined to buy
flood insurance.’’ Whatever the validity
of these points may be, the longer
waiting period must be implemented
since, as the respondent pointed out, the
Reform Act mandates such action.

Another WYO company respondent
noted that the waiting period does not
apply to the initial purchase of flood
insurance in connection with the
making, increasing, extension, or
renewal of a loan and inquired whether
this exception extends to transactions
related to refinancing and home equity
loans. The exception extends to such
transactions so long as the purchase of
flood insurance is the initial purchase of
such insurance. The regulations
currently provide for no waiting period
in the case of a title transfer, so long as
the policy is applied for and the
premium is paid at or prior to the title
transfer. It is important to point out that
the Reform Act does not provide for this
exception and, therefore, the current
provision related to title transfers will

not apply on and after March 1, 1995.
This provision has, in essence, been
replaced by the loan closing exception
which, in most cases, has the same
result.

The national trade association
respondent commented on the
exception to the waiting period in
connection with the purchase of new
flood insurance coverage for one year
after notice of a remapping or
redesignation of a flood zone. That
respondent noted that the ‘‘provision
presupposes that the servicer of the loan
has an obligation to require purchase by
a borrower within a specific period of
time following the publication of a
notice of remapping or redesignation’’
and further commented that ‘‘it is not
clear under either the statute or the
proposal just what the nature of the
servicer’s obligation is as it relates to
this form of purchase obligation. The
Conference Committee Report refers to
‘tripwires’ and suggests that the
obligation to require purchase by the
borrower may only arise when a lender
is ‘making, increasing, extending or
renewing’ a loan.’’

Based on its interpretation, this
respondent commented that ‘‘it would
be inappropriate to include the one-year
limitation * * * because the purchase
obligation could arise at any time, not
just within one year of publication of
map amendments.’’ This respondent
further commented that the specific
one-year limitation is not included in
the language of the statute and
suggested that, ‘‘Until the issue of
timing of the purchase requirement can
be resolved’’, FEMA should eliminate
the one-year limitation and replace the
opening phrase with the following
language: ‘‘At any time following the
issuance of a revised’’.

FEMA is not clear about the
respondent’s concern and points out
that the specific one-year period related
to map revisions is indeed included in
the statute (sec. 579 of the Reform Act)
which revises section 1306 of the
National Flood Insurance Act of 1968 to
add subsection (c). The specific
reference to the one-year period is in
section 1306(c)(2)(B).

As pointed out in the SUPPLEMENTARY
INFORMATION section of the proposed
rule, the Reform Act provides that the


