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		   FLOOD INSURANCE REQUIREMENTS GUIDANCE�PRIVATE ��


				         (24 CFR 58.6)





The Flood Disaster Protection Act, Section 202(a), prohibits federal financial assistance for buildings located in Special Flood Hazard Areas (SFHA's) within communities not participating in the National Flood Insurance Program.





	Section 102(a) mandates the purchase of flood insurance for buildings located in SFHA's, as a condition of approval for federal financial assistance.  Flood insurance protection is mandatory for acquisition, construction, reconstruction, repair and improvement activities.  Flood insurance is not required for routine maintenance or for “small loans”.  Small loans are those with an original outstanding principal balance of $5,000 or less, and with repayment terms of 1 year or less. 





RESPONSIBILITIES OF RESPONSIBLE ENTITIES





	Responsible entities with projects located in SFHA's must ensure that flood insurance is maintained for the statutorily-prescribed period and dollar amount of flood insurance coverage.





Duration of Flood Insurance Coverage


	Flood insurance must be maintained for the life of the building. For loans, flood insurance must be maintained for the term of the loan.





Proof of Purchase


	The standard  documentation for compliance is the Policy Declaration form issued by the National Flood Insurance Program or issued by any property insurance company offering coverage under the NFIP.  Any financially-assisted SFHA building lacking a current Policy Declaration form is in non-compliance.





Dollar Amount of Flood Insurance Coverage


	The amount of flood insurance coverage must be at least equal to the total project cost (less estimated land cost) or to the maximum limit of coverage made available by the Act with respect to the particular type of building involved, whichever is less.  The project cost is defined as the total cost for acquiring, constructing reconstructing, repairing, or improving the building.  This cost covers both the federal and matching funds, including those used for fixtures and furnishings as part of the project.	








�PRIVATE ��Flood Insurance is recommended but not required for 


ROUTINE MAINTENANCE ACTIVITIES     





“Routine maintenance” activities within SFHA’s fall below the threshold of building repair or improvement, the statutory terms used in Section 3(a)(4) of the FDPA.





Routine maintenance activities merely keeps a building in good operating condition;  it does not add to the value of the building, appreciably prolong its useful life or adapt it to new uses.  Examples:  painting exterior or interior, fixing gutters or floors, mending leaks or plastering, replacing thermostats, broken window panes or door locks.





In contrast, these activities are considered repairs:  adding a room, putting in new plumbing, electrical wiring system or air conditioning system,  installing a new roof, replacing a boiler (other major equipment),  any comprehensive remodeling or fix-up.





Routine maintenance activities also do not trigger the Eight Step Decision Making Process at §55.20.





					Audrey E. Scott, General Deputy Assistant 							Secretary for CPD


					May 5, 1989
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