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PREFERRED RISK POLICY  
 
 
I. GENERAL DESCRIPTION  
 
The Preferred Risk Policy (PRP) offers low-cost 
coverage to owners and tenants of eligible 
buildings located in the moderate-risk B, C, and 
X Zones in NFIP Regular Program 
communities.  
 
The maximum one- to four-family residential 
coverage combination is $250,000 building and 
$100,000 contents. Up to $100,000 contents-
only coverage is available for other residential 
properties. The maximum non-residential cov- 
erage combination is $500,000 building and 
$500,000 contents. 
 
Only one building can be insured per policy, and 
only one policy can be written on each building. 
 
II. ELIGIBILITY REQUIREMENTS 
 
A. Flood Zone 
 
To be eligible for building/contents coverage or 
contents-only coverage under the PRP, the 
building must be in a B, C, or X Zone on the 
effective date of the policy. The flood map 
available at the time of the renewal offer 
determines a building’s continued eligibility for 
the PRP. NFIP map grandfathering rules do not 
apply to the PRP. For the purpose of 
determining the flood zone, the agent may use 
the FIRM in effect at the time of application and 
presentment of premium. 
 
B. Occupancy 
 
Combined building/contents amounts of 
insurance are available for owners of single-
family, two- to four-family, and non-residential 
properties. Combined building and contents 
coverage is not available for other residential.  
 

Contents-only coverage is available for tenants 
and owners of all eligible occupancies, except 
when contents are located entirely in a 
basement. 
 
C. Loss History 
 
A building's eligibility for the PRP is based on 
the preceding requirements and on the 
building’s flood loss history. If one of the 
following conditions exists, regardless of any 
change(s) in ownership of the building, then the 
building is not eligible for the PRP: 
• 2 flood insurance claim payments, each 

more than $1,000; or  
• 3 or more flood insurance claim payments, 

regardless of amount; or 
• 2 Federal flood disaster relief payments 

(including loans and grants), each more than 
$1,000; or 

• 3 Federal flood disaster relief payments 
(including loans and grants), regardless of 
amount; or 

• 1 flood insurance claim payment and 1 
Federal flood disaster relief payment 
(including loans and grants), each more than 
$1,000. 

 
D. Exclusions 
 
• The PRP is not available in Special Flood 

Hazard Areas or in Emergency Program 
communities. 

• Other residential properties are not eligible 
for building coverage. 

• Contents located entirely in a basement are 
not eligible for contents-only coverage. 
However, contents located entirely in an 
enclosure are eligible. 

 
 

THE PRP AT A GLANCE 

 

OCCUPANCY/MAXIMUM LIMITS 
 
 

POLICY TYPE 1-4 Family Other Residential  Non-Residential 

Combined Building/ 
Contents 

$250,000/ 
$100,000 No Coverage 

$500,000/ 
$500,000 

Contents Only $100,000 $100,000 $500,000  

NOTES: Condominium associations are not eligible for the Preferred Risk Policy. Individual condominium units are 
not eligible unless they qualify under one of the exceptions on page PRP 2. 
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• Condominium associations, unit owners, 
and their tenants are not eligible for the 
PRP, except for: 
− A townhouse/rowhouse building insured 

under the unit owner’s name; 
− A detached, single-family dwelling 

insured under the unit owner's name. 
− Contents-only coverage for tenants 

occupying townhouse/rowhouse build-
ings or detached, single-family 
dwellings. 

• Increased Cost of Compliance (ICC) 
coverage is not available for condominium 
units. (See footnote 3 on page PRP 3.) 

 
III. DOCUMENTATION 
 
All Preferred Risk Policy new business 
applications must include documentation of 
eligibility for the PRP.  Such applications must 
be accompanied by one of the following:  
• A Letter of Map Amendment (LOMA) 
• A Letter of Map Revision (LOMR) 
• A Letter of Determination Review (LODR) 
• A copy of the most recent flood map marked 

to show the exact location and flood zone of 
the building 

• A letter indicating the exact location and 
flood zone of the building, and signed and 
dated by a local community official 

• An elevation certificate indicating the exact 
location and flood zone of the building, and 
signed and dated by a surveyor, engineer, 
architect, or local community official 

• A flood zone determination certification that 
guarantees the accuracy of the information. 

 
An agent writing through a Write Your Own 
(WYO) company should contact that company 
for guidance. 
 
IV. RENEWAL 
 
An eligible risk renews automatically without 
submission of a new application. If, during a 
policy term, the risk fails to meet the eligibility 
requirements, it will be ineligible for renewal as 
a PRP. Such a risk must be nonrenewed or 
rewritten as a conventional Standard Flood 
Insurance Policy (SFIP). 
 
V. COVERAGE LIMITS 
 
The elevated building coverage limitation 
provisions do not apply to a policy written as a 
PRP.

VI. REPLACEMENT COST COVERAGE 
 
Replacement cost coverage applies only if the 
building is the principal residence of the insured 
and the building coverage chosen is at least 80 
percent of the replacement cost of the building 
at the time of the loss, or the maximum 
coverage available under the NFIP. 
 
VII. DISCOUNTS/FEES/ICC PREMIUM 
 
• No Community Rating System discount is 

associated with the PRP. 
• Probation fees will be charged. 
• The Federal Policy Fee of $11.00 is included 

in the premium and is not subject to 
commission. 

• The ICC premium is included. 
 
VIII. DEDUCTIBLES 
 
The standard deductible for PRPs is $500. 
Optional deductibles are not available for PRPs. 
 
IX. ENDORSEMENTS 
 
The PRP may be endorsed to: 
• Increase coverage mid-term, subject to the 

coverage limits in effect when the policy was 
issued or renewed. See page END 5 for an 
example. 

• Correct misratings, such as incorrect 
building description or community number. 

 
X. CONVERSION OF STANDARD RATED 

POLICY TO PRP DUE TO MISRATING 
 
A policy written as a Standard B, C, or X Zone 
policy and later found to be eligible for a PRP 
may be endorsed or rewritten as a PRP for only 
the current policy term. 
 
When the risk has been rated with other than B, 
C, or X Zone rates, but is later found to be in a 
B, C, or X Zone and eligible for a PRP, the 
writing company will be allowed to endorse or 
cancel/rewrite up to 6 years. 
 
The policy may be canceled/rewritten using 
Cancellation Reason Code 22 if both of the 
following conditions are met: 
• The request to endorse or cancel/rewrite the 

policy is received during the current policy 
term. 

• The policy has no open claim or closed paid 
claim on the policy term being canceled. 

 



 

 PRP 3 May 1, 2005 

PRP COVERAGES AVAILABLE EFFECTIVE MAY 1, 2004 
 

ONE- TO FOUR-FAMILY RESIDENTIAL 
BUILDING AND CONTENTS COVERAGE COMBINATIONS1 

With Basement or Enclosure Without Basement or Enclosure 
Building Contents Premium2,3 Building Contents Premium2,3 

$  20,000 $    8,000 $137 $  20,000 $    8,000 $112 
$  30,000 $  12,000 $163 $  30,000 $  12,000 $138 
$  50,000 $  20,000 $205 $  50,000 $  20,000 $180 
$  75,000 $  30,000 $232 $  75,000 $  30,000 $207 
$100,000 $  40,000 $263 $100,000 $  40,000 $233 
$125,000 $  50,000 $279 $125,000 $  50,000 $249 
$150,000 $  60,000 $294 $150,000 $  60,000 $264 
$200,000 $  80,000 $331 $200,000 $  80,000 $296 
$250,000 $100,000 $352 $250,000 $100,000 $317 

 

ALL RESIDENTIAL CONTENTS-ONLY COVERAGE1, 4 
Contents Above Ground Level More Than One 

Floor 
All Other Locations (Basement-Only Not Eligible) 

Contents Premium2 Contents Premium2 
$    8,000 $  39 $    8,000 $  61 
$  12,000 $  53 $  12,000 $  86 
$  20,000 $  81 $  20,000 $116 
$  30,000 $  93 $  30,000 $131 
$  40,000 $105 $  40,000 $146 
$  50,000 $117 $  50,000 $156 
$  60,000 $129 $  60,000 $166 
$  80,000 $153 $  80,000 $181 
$100,000 $177 $100,000 $196 

 

NON-RESIDENTIAL BUILDING AND CONTENTS COVERAGE COMBINATIONS1 
With Basement or Enclosure Without Basement or Enclosure 

Building Contents Premium2,3 Building Contents Premium2,3 
$  50,000 $  50,000 $   800 $  50,000 $  50,000 $   500 
$100,000 $100,000 $1,375 $100,000 $100,000 $   800 
$150,000 $150,000 $1,850 $150,000 $150,000 $1,050 
$200,000 $200,000 $2,200 $200,000 $200,000 $1,300 
$250,000 $250,000 $2,500 $250,000 $250,000 $1,500 
$300,000 $300,000 $2,800 $300,000 $300,000 $1,700 
$350,000 $350,000 $3,100 $350,000 $350,000 $1,850 
$400,000 $400,000 $3,350 $400,000 $400,000 $2,000 
$500,000 $500,000 $3,850 $500,000 $500,000 $2,300 

 

NON-RESIDENTIAL CONTENTS-ONLY COVERAGE1, 4 
Contents Above Ground Level More Than One 

Floor 
All Other Locations (Basement-Only Not Eligible) 

Contents Premium2 Contents Premium2 
$  50,000 $121 $  50,000 $   275 
$100,000 $231 $100,000 $   500 
$150,000 $321 $150,000 $   675 
$200,000 $381 $200,000 $   850 
$250,000 $441 $250,000 $1,000 
$300,000 $501 $300,000 $1,150 
$350,000 $561 $350,000 $1,300 
$400,000 $621 $400,000 $1,450 
$500,000 $741 $500,000 $1,700 

1Add the $50.00 Probation Surcharge, if applicable. 
2Premium includes Federal Policy Fee of $11.00. 
3Premium includes ICC premium of $1.00. Deduct this amount if the risk is a townhouse/rowhouse condominium unit or a 

contents-only policy. 
4Contents-only policies are not available for contents located in basement only. 
NOTES: Condominium associations are not eligible for the Preferred Risk Policy. Individual condominium units are not 

eligible unless they qualify under one of the exceptions on page PRP 2. 
The deductibles apply separately to building and contents. Building deductible, $500. Contents deductible, $500.
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The new PRP building and/or contents coverage 
will be equal either to the building limit issued 
under the Standard B, C, or X Zone policy or the 
next higher limit available under the PRP if there 
is no PRP option equal to the Standard B, C, or 
X Zone building limit. For a standard contents-
only policy, the contents coverage will be equal 
to the limit issued under the standard policy or 
the next higher limit. If building coverage is 
desired, the policy should be endorsed for 
building and contents coverage with a 30-day 
waiting period applied. 
 

XI. CONVERSION OF STANDARD RATED 
POLICY TO PRP DUE TO MAP 
REVISION, LOMA, OR LOMR 

 

A standard rated policy may be canceled and 
rewritten as a PRP as a result of a map revision, 
LOMA, or LOMR if the effective date of the map 
change was on or after February 1, 2005. 
 

The policy may be canceled/rewritten using 
Cancellation Reason Code 24 under the 
following conditions: 
• The request to cancel/rewrite the standard 

policy must be received during the policy 
term or within 6 months of the policy 
expiration date. 

• The standard policy has no open claim or 
closed paid claim on the policy terms being 
canceled. 

• The property meets all other PRP eligibility 
requirements. 

 

The building and/or contents coverage on the 
new PRP must be equal either to the building 
limit and/or contents limit issued under the 
standard policy, or to the next higher limit 
available under the PRP if there is no PRP 
option equal to the standard policy building 
and/or contents limit. 
 

XII. CONVERSION OF PRP TO STANDARD 
RATED POLICY 

 

A Preferred Risk Policy must be canceled and 
rewritten to a standard rated policy if the risk no 
longer meets the eligibility requirements for a 
PRP. 
 

The building and/or contents coverage on the 
new standard policy must be equal to the 
building limit and/or contents limit issued under 
the PRP. 
 

XIII. COMPLETING THE FLOOD INSURANCE 
PREFERRED RISK POLICY APPLICATION 

 

A. Policy Status 
 

In the upper right corner of the form, check the 
appropriate box to indicate if the application is 
for a NEW policy or a RENEWAL of an existing 
policy.  If the application is for a renewal, enter 
the current NFIP policy number. 
 

B. Policy Term 
 

The PRP is available only for 1-year terms. 
 

1. Check the appropriate box to indicate who 
should receive the renewal bill. If BILL 
FIRST MORTGAGEE is checked, complete 
"First Mortgagee" section. If BILL SECOND 
MORTGAGEE, BILL LOSS PAYEE, or 
BILL OTHER is checked, provide mailing 
instructions in "Second Mortgagee or 
Other" section. 

 

2. Enter the policy effective date and policy 
expiration date (month-day-year). The 
effective date of the policy is determined by 
adding the appropriate waiting period to the 
date of application in the "Signature" 
section. The standard waiting period is 30 
days. Refer to the General Rules section, 
page GR 8, for the applicable waiting period. 

 

C. Agent Information 
 

Enter the agent's (producer's) name, agency 
name and number, address, city, state, ZIP 
Code, telephone number, fax number, and Tax 
I.D. Number or Social Security Number. 
 

D. Insured’s Mailing Address 
 

1. Enter the name, mailing address, city, 
state, ZIP Code, telephone number, and 
Social Security Number of the insured. 

 

2. If the insured's mailing address is a post 
office box or a rural route number, or if the 
address of the property to be insured is 
different from the mailing address, 
complete the "Property Location" section of 
the application. 

 

E. Disaster Assistance 
 

1. Check YES if flood insurance is being 
required for disaster assistance. Enter the 
insured's case file number, Tax I.D. 
Number, or Social Security Number on the 
line for CASE FILE NUMBER. 

 

2. In the "Second Mortgagee or Other" block, 
identify the government (disaster) agency, 
and enter the complete name and mailing 
address of the disaster agency. 

 

3. If NO is checked, no other information is 
required. 

 

F. First Mortgagee 
 

Enter the name, mailing address, city, state, ZIP 
Code, telephone number, and fax number of the 
first mortgagee. Enter the loan number. 
 
G. Second Mortgagee or Other 
 
1. Identify additional mortgagees by checking 

the appropriate box and entering the loan 
number, mortgagee's name, mailing ad-
dress, telephone number, and fax number. 
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2. If more than one additional mortgagee or 
disaster assistance agency exists, provide 
the requested information on the producer's 
letterhead. 

 

H. Property Location 
 

1. Check YES if the location of the property 
being insured is the same as the address 
entered in the "Insured’s Mailing Address" 
section. Leave the rest of this section blank 
unless there is more than one building at 
the property location. 

 

2. If more than one building is at the location 
of the insured property, use this section to 
specifically identify the building to be 
insured. Briefly describe the building or 
submit a sketch showing the location of 
insured buildings to assist the NFIP in 
matching the policy number to the specific 
building insured. 

 

3. If NO, provide the address or location of the 
property to be insured. 

 

4. If the insured's mailing address is a post 
office box or rural route number, give the 
street address, legal description, or 
geographic location of the property. 

 

I. Community 
 

1. Enter the name of the county or parish 
where the property is located. 

 

2. Check YES if the property is located in an 
unincorporated area of a county; otherwise, 
check NO. 

 

3. Enter the community identification number, 
map panel number, and revision suffix for 
the community where the property is 
located. Use the FIRM in effect and that 
has been published at the time of 
presentment of premium and completion of 
application. Community number and status 
may be obtained by calling the writing 
company, consulting a local community 
official, or referencing the NFIP Community 
Status Book online at 
www.fema.gov/fema/csb.shtm. 

 

4. Enter the Flood Insurance Rate Map zone. 
 

J. Building and Contents 
 

Complete all required information in this section. 
 

1. Check building occupancy: Single Family, 
2-4 Family, Other Residential, or Non-
Residential (incl. Hotel/Motel). 

 

2. Enter date of construction. 
 

3. Check building type. If the building has a 
basement or enclosure, count the base-
ment or enclosure as a floor. If the building 

type is a manufactured (mobile) home/ 
travel trailer on foundation, enter the make, 
model, and serial number in the block at 
the bottom of this section. 

 

4. Check the “Y” box (YES) or the “N” box 
(NO) for “CONDO UNIT” and “TOWN-
HOUSE/ROWHOUSE CONDO UNIT.” 

 

5. Check location of building’s contents. 
(Contents located entirely in a basement 
are not eligible for contents-only coverage.) 

 

6. Check YES if the building is the insured's 
principal residence; otherwise, check NO. 

 

7. Using normal company practice, estimate 
the replacement cost value and enter the 
value in the space provided. Include the 
cost of the building foundation when 
determining the replacement cost value. 

 

K. Notice 
 

If the answer to either question A or question B 
is YES, this risk is not eligible for the Preferred 
Risk Policy. 
 

L. Premium 
 

1. Enter the coverage selected, and the 
premium, from the appropriate table on the 
back of the application form. 

 

2. Add the $50.00 Probation Surcharge, if 
applicable. Deduct $1.00 if this is an 
application for a townhouse/rowhouse 
condominium unit. 

 

M. Signature 
 

The producer must sign the Preferred Risk 
Policy Application and is responsible for the 
completeness and accuracy of the information 
provided on it. Enter the date of application 
(month/day/year). The waiting period is added to 
this date to determine the policy effective date of 
the policy listed in the Policy Term section.  A 
check or money order for the Total Prepaid 
Amount, payable to the NFIP, must accompany 
the application. 
 

A credit card payment by VISA, MasterCard, 
Diner’s Club, or American Express will also be 
acceptable if a disclaimer form, signed by the 
insured, is submitted with the Preferred Risk 
Policy Application. The disclaimer will state that 
cancellation of a policy due to a billing dispute 
will be permitted only for a billing error or fraud. If 
the credit card information is taken over the 
telephone by the producer, the producer may 
sign the authorization form on behalf of the payor 
only after having read the disclaimer to the 
payor.
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