
DWELLING FORM V-24 



DWELLING FORM COMMENTARY V-25 Change 1, 1/1/04  

V. EXCLUSIONS (continued) 
 

Water or Waterborne Materials. Damage from water or waterborne materials that cause sewers 
or drains to back up, including the discharge or overflow of water from a sump, sump pump, or 
any related equipment, or seeps or leaks on or through insured property, is not covered. However, 
if there is a general and temporary condition of flooding in the area and the flood is the proximate 
cause of the sewer, drain, or sump pump back-up and is the proximate cause of the seepage of 
water, then coverage is provided. 
 
Other Water Damage. Damage to the covered property from a roof leak or wind-driven rain is not 
covered. 
 
Power Failure. Only losses resulting from power, heating, or cooling equipment failure, if the 
failure was caused by flood and the failing equipment was located on the described location, are 
covered. Power failures occurring off the described location due to flood and causing damage to 
insured heating or cooling equipment or any other insured property are not covered. If the power 
is intentionally turned off by the insured, there is no coverage. 
 
Note: Federal government lease exclusion. 
 

VI. DEDUCTIBLES 
 

The deductible is doubled for a building under construction. (Per Dwelling Form III.A.5.a.(2), if 
there is no work on the building for a period of 90 continuous days, coverage ceases until such 
time as work is resumed.) 
 
There are separate deductibles for the structure and personal property ranging from $500 to 
$5,000. 
 

VII. GENERAL CONDITIONS 
 
Pairs and Sets. We pay for the one item damaged, or the fair proportion of the value of the pair or 
set.  
 
Concealment or Fraud and Policy Voidance. This and any other NFIP flood policy can be 
voided if the insured commits fraud. The adjuster must report to the insurer any discrepancies on 
the Narrative Report form. If there is a misrating, this needs to be corrected and the correct 
premium paid before the claim can be settled. The necessary premium must be paid in order for 
the requested limits of liability to be applicable. 
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VII. GENERAL CONDITIONS (continued) 
 
Other Insurance. This policy is primary over all other policies that clearly state they are excess. If 
the other policy does not state it is excess, this policy is primary up to the other policy’s deductible, 
subject to this policy’s deductible; once our payment reaches the other deductible amount, the 
coverage becomes pro-rata. (See examples in Section VII. of this manual, Basic Adjustment 
Issues, following.) 
 
Nonrenewal of the Policy by Us. The policy will not be renewed if the community in which the 
insured property is located stops participating in the NFIP or if the building has been declared 
ineligible under Section 1316 of the National Flood Insurance Act of 1968, as amended. 
 
Reduction and Reformation of Coverage. The coverage amounts will be reduced if it is 
discovered that the premium was insufficient; if the amount of additional premium can be 
determined, the insured has 30 days to pay the additional premium. 
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VII. GENERAL CONDITIONS (continued) 
 
Requirements in Case of Loss. Claims should be investigated under a Reservation of Rights or 
Non-Waiver Agreement if the insured does not comply with Paragraphs J.1. through 9. 



DWELLING FORM V-30 



DWELLING FORM COMMENTARY V-31 

VII. GENERAL CONDITIONS (continued) 
 

Bailee Goods. No coverage. 
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VII. GENERAL CONDITIONS (continued) 
 
Loss Payment. The adjuster needs to be prompt in reporting the investigation, as the insurer has 
only 60 days from the date of receiving the insured’s Proof of Loss to pay the claim, or within 90 
days after the adjuster files a report that is signed and sworn to by the insured in lieu of the Proof 
of Loss. If the Proof of Loss is rejected in whole or in part or a new supplemental Proof of Loss is 
filed, it must be submitted and received within 60 days of the date of loss. Only FEMA has the 
authority to waive or extend the filing deadline. 
 
Salvage. The insured has the option to keep damaged property after a flood, and the adjuster will 
reduce the amount of the loss proceeds payable to the insured. 
 
Appraisal. The appraisal clause is much like that in the homeowner’s policy. There is no 
appraisal for coverage issues. The appraisal clause applies if the insured and adjuster fail to 
agree on the actual cash value or replacement cost of the damaged property, whichever is 
appropriate. In the event that the two appraisers appointed by the insured and insurer cannot 
agree, they should submit only their differences to an umpire. 
 
Mortgage Clause. We will protect the interest of any listed mortgagee or any mortgagee 
discovered during the investigation. 
 
Suit Against Us. The insured must file suit in federal court within 12 months from the date the 
denial letter was mailed. 
 
Subrogation. The insured’s right to recover for a loss in part or in whole for damages caused by 
someone else is transferred to the insurer if the loss is paid under the Standard Flood Insurance 
Policy. 
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VII. GENERAL CONDITIONS (continued) 
 

Continuous Lake Flooding. The structure must be inundated by lake water for 90 continuous 
days, and it must be reasonably certain that the continuation of this flooding will result in damage 
equal to or greater than policy limits, or the ACV or RCV, as applicable. If it is not reasonably 
certain that the flooding will cause a total loss, then we will pay only for the actual damage up to 
the waterline. (See Section VIII. of this manual, Special Adjustment Issues, for more information 
about continuous lake flooding.) 
 
Closed Basin Lakes. A closed basin lake is a natural lake from which water leaves primarily 
through evaporation, and whose surface area now exceeds or has exceeded 1 square mile at any 
time in the past. If an insured building is subject to continuous closed basin lake flooding, a total 
loss claim can be paid if lake flood waters damage or imminently threaten to damage the building 
and an eventual total loss appears likely. 
 
Special reporting procedures apply to ICC claims and closed basin lake claims. Notify the NFIP 
Bureau and Statistical Agent upon receipt of either type of claim. 
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VII. GENERAL CONDITIONS (continued) 
 
Duplicate Policies Not Allowed. If the insured has two policies on the same property, the 
insured may choose to keep either policy. However, if the insured wishes to combine coverage 
limits, the effective date of the policy will be that of the later of the two policies purchased. 
 
Loss Settlement. There are three methods to settle a loss under the Dwelling Form: 
 
�� Replacement Cost 
�� Special Loss Settlement 
�� Actual Cash Value 
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VII. GENERAL CONDITIONS (continued) 
 
Replacement Cost. The insured residence must be the principal residence, meaning that, at  
the time of loss, the insured lived there for at least 80 percent of the preceding 365 days, or  
80 percent of the period of ownership if less than 365 days. Replacement cost applies if the 
building is insured to 80 percent or more of its full replacement cost before a loss occurs, or if the 
maximum amount of insurance is purchased. 
 
Special Loss Settlement. Replacement Cost applies to a manufactured (mobile) home or travel 
trailer if the dwelling is at least 16 feet wide and has an area of at least 600 square feet within its 
walls. The structure must also be the principal residence. If a single-family dwelling that is a 
manufactured (mobile) home or travel trailer is a total loss or is not economically feasible to repair, 
then the adjustment of the property will be the lesser of: 
 
�� The replacement cost of the dwelling or 1.5 times the actual cash value, or 
�� The building limit of liability. 
 
Loss Settlement paragraph 1.a.(2) does not apply to manufactured (mobile) homes or travel 
trailers under Special Loss Settlement. 
 
Only manufactured (mobile) homes and travel trailers as described in paragraph 3.a.(2) and (3) 
qualify for Special Loss Settlement. All other manufactured (mobile) homes and travel trailers 
require Actual Cash Value Loss Settlement. 
 
If we determine that the building is repairable, the loss will be settled according to the 
Replacement Cost conditions stated in Dwelling Form VII.V.2. 
 
ACV or Proportional Settlement. If proportional settlement is beneficial to the insured, no 
depreciation is taken and Replacement Cost is used after the deductible is taken. There are two 
ways to do this: 
 
�� When 80 percent of the RC is less than the maximum amount of NFIP insurance available, 

then the proportion is figured as follows: 
 
                      Amount of insurance purchased   x RC loss with deductible already  
                Amount of insurance that is 80% of RC   taken 
 
�� When 80 percent of the replacement cost is more than the maximum amount of NFIP 

insurance available, compute as follows: 
 
                     Amount of insurance purchased       x  loss less the deductible 
          Maximum amount of NFIP insurance available 
 
The insured will receive either of the above or ACV, whichever is higher. 
 
If the insured dwelling is a total loss, there is no provision that the insured must rebuild at the 
same location. If the insured buys or builds another house of equal value (not including land 
value), we will pay the RCV upon presentment of the appropriate documentation. 
 
Proof that repairs have been completed and that the amount actually spent exceeds the ACV 
payment must be submitted by the insured prior to payment of the RC holdback. Items that do not 
have to be included in calculating the dwelling’s RCV are listed in Dwelling Form VII. V.5.a., b., 
and c. 
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VII. GENERAL CONDITIONS (continued) 
 
The types of property subject to Actual Cash Value loss settlements are: 
 
�� A two-, three-, or four-family dwelling 
�� A unit that is not used exclusively for single-family dwelling purposes 
�� Detached garages 
�� Personal property 
�� Appliances, carpets, and carpet pads 
�� Outdoor awnings, outdoor antennas or aerials of any type, and other outdoor equipment 
�� Abandoned property that, after a loss, remains as debris at the described location 
�� A dwelling that is not the principal residence 
 
Amount of Insurance Required. When the insured, agent, and/or adjuster calculates the amount 
of insurance required for a dwelling before the loss, the following building components will not be 
considered: 
 
�� Footings, foundations, piers, or any other structures or devices that are below the 

undersurface of the lowest basement floor and support all or part of the dwelling 
 
�� Supports listed above that are below the surface of the ground inside the foundation walls if 

there is no basement 
 
�� Excavations and underground flues, pipes, wiring, and drains 
 
The ICC limit of liability is not included in the determination of the amount of insurance required. 
 

VIII. LIBERALIZATION CLAUSE 
 
This is similar to that in the homeowner’s policy. Liberalization with additional premium, such as 
ICC, does not fall into this category. The insured can choose the policy application that is most 
beneficial. The loss must be after the effective date of the liberalization. 
 

IX. WHAT LAW GOVERNS 
 

Federal law governs. This policy is not subject to state departments of insurance or state and local 
courts. 
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