April 1st Program Changes Part 2
Come April 1st, the Reserve Fund Assessments will be increased and the new Congressionally mandated annual surcharges required by the Homeowners Flood Insurance Affordability Act will go into effect. The Reserve Fund Assessment will increase to 15 percent for all policies except Preferred Risk Policies. For those PRPs, the Reserve Fund Assessment will be 10 percent. The Affordability Act introduces a new Congressionally mandated surcharge on all new and renewed policies of $25 for policies on primary residences
or $250 for all other policies. OK so what is a “Primary Residence?” The NFIP considers a “primary residence” 
as one that will be lived in by the insured or his or her spouse
for more than 50% of the 365 days following the policy effective date. The insurer must now validate primary residence eligibility
before applying the $25 HFIAA surcharge. So what is needed to validate a primary residence eligibility? 

The agent must submit just one of these items: a driver’s license, 
an automobile registration, proof of insurance for a vehicle, 
voter’s registration, documents showing where their children attend school, or a Homestead Tax Credit Form for Primary Residence.  Or if none of those documents are available
then submit a signed and dated statement.  A blank form for that purpose is included in Attachment C of the April 1, 2015 Program Changes bulletin. 

Now here are some specific guidelines for applying the surcharge: A 2 to 4 family building or a multi-family
or other residential building should be treated as the business of the owner, and policies covering the entire building should receive the $250 annual surcharge. The surcharge amount for RCBAPs will be $250. The surcharge amount will be $25 for contents-only policies for primary residences and for policies covering primary residence residential condominium units
or primary residence apartments in non-condominium buildings
under the Dwelling Form. The surcharge amount will be $250 for non-residential condominium units. Now for Preferred Risk Policies, the insurer should add the appropriate surcharge
to the PRP premium, $25 for primary and $250 for non-primary. 
For Properties Newly Mapped into the Special Flood Hazard Areas, the insurer should again add a $25 surcharge for primary
and $250 for non primary. The Group Flood Insurance Policy
is the only product excluded from the surcharge. The surcharge does apply to all other Standard Flood Insurance Policies, including those for buildings rated under the Emergency Program, Mortgage Portfolio Protection Program, 
Provisional Rating, and Tentative Rating. 

However, the surcharge is not included in the premium
when determining compliance with the premium increase caps. 
The new HFIAA surcharge is considered fully earned for all new and renewed policies. The HFIAA surcharge may only be refunded for cases of policy nullification. For example, if the “Risk is not considered Eligible for Coverage” nullifies the policy. 
However, the surcharge may be corrected or changed mid-term
with appropriate documentation, resulting in a pro-rata refund. 
For example, a change from non-primary to primary residence status would result in a change in the HFIAA surcharge from $250 to $25, and the refund would be calculated on a pro-rata basis. 

Let’s move on to what is new in NFIP’s deductible structure. 
A new $10,000 deductible will be available for residential properties come April 1st 2015. Now, if an insured selects this $10,000 optionand wants to buy both contents and building, 
then the same amount must apply to both building and contents coverage, $10,000 building coverage deductible then $10,000 contents deductible, it’s that simple. Now insurers will be required to inform applicants of the availabilityof the new $10,000 deductible optioneither on the Application Form or on a separate form. A statement must be included to explain the effect of a loss-deductible and that, in the event of a claim, the insured is responsible for the lossesto the extent of the deductible selected. 

Coming April 1, 2015 new minimum deductibles for Preferred Risk Policies and the Mortgage Portfolio Protection Program policies will be $1,000 for both building and contents if the building coverage is less than or equal to $100,000. If building coverage is greater than $100,000, the new minimum deductible will be $1,250. The Preferred Risk and the Mortgage Portfolio Protection Program Policies their contents-only policies will have a $1,000 minimum deductible. Now let’s take a moment to discuss the Federal Policy Fee. The Federal Policy Fee will remain $22 for Preferred Risk Policies and will increase to $45 for all other policies except RCBAPs. The $45 Federal Policy Fee will apply to policies previously rated under the Preferred Risk Policy Eligibility Extension rule. These policies will now be rated under Properties Newly Mapped into the SFHA rule. 
The Federal Policy Fee will apply as well to policies that will become effective on or after April 1, 2015, covering properties that were newly mapped into the Special Flood Hazard Areas
by a map revision that became effective on or after March 21, 2014, the date of enactment for the Affordability Act. 

[bookmark: _GoBack]Let’s take a look at what the Federal Policy Fees are for the RCBAP. The federal policy fees on the RCBAP have increased by as little as $1 for a one-unit building to $1,800 for 21 or more unit building. A single unit has increased $45 per policy. For 2 to 4 unit condo, it’s $135 per policy. 5 to 10 unit condo, its $360 per policy. 11 to 20 units, its $720 per policy. And with 21 or more unit condo, it’s $1,800 per policy. Well part 2 has come to a close. Up next in Part 3, new procedures to take effect this April for the Newly Mapped and PRP Extension. 
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