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RESIDENTIAL CONDOMINIUM BUILDING 
ASSOCIATION POLICY 

 

COMMENTARY 
 
 

LIMITATIONS, RESTRICTIONS, AND EXCLUSIONS 
 
The Residential Condominium Building Association Policy covers only a residential 
condominium building in a Regular Program community. 
 

I. AGREEMENT 
 
The insuring agreement states the following: 
 
�� The Standard Flood Insurance Policy (SFIP) is based upon the National Flood Insurance 

Act of 1968 and all amendments, and Title 44 of the Code of Federal Regulations (CFR). 
 
�� The insured must pay the correct premium to get the requested amount of coverage. 
 
�� The insured or the insured’s representative must submit accurate information. 
 

II. DEFINITIONS 
 
Flood. Requires surface water inundation of normally dry land from any source, including 
mudflow (see mudflow definition). Two acres or two or more properties must be inundated. 
 
Actual Cash Value. Replacement cost value of the property minus depreciation (does not  
include antique value). 
 
Application. Part of the policy; the application paragraph states that the insured must pay  
the correct premium. 
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II. DEFINITIONS (continued) 
 
Basement. Any area that is below the natural grade on all sides. 
 
Building. A building must have at least two rigid walls and a roof. Liquid storage tanks and 
bubbles are not covered. Grain bins and silos are covered. Travel trailers without wheels and 
affixed to a permanent foundation are covered if regulated by local law. 
 
Condominium. Ownership of real property in which each unit owner has an interest in the 
common elements. 
 
Condominium Association. The association is comprised of unit owners who are responsible 
for the maintenance and operation of the common elements owned by the unit owners and 
other real property. This policy does not cover homeowner associations. The adjuster must 
check the by-laws if there is a question. 
 
Declarations Page. A summary of information provided by the policyholder on the insurance 
application. The adjuster must verify the accuracy of the building description, as this may affect 
coverage. 
 
Described Location. Shown on the Declarations Page. 
 
Direct Physical Loss By or From Flood. Floodwaters must touch the insured property with 
the exception of seepage/hydrostatic pressure. 
 
Elevated Building. This definition requires space between ground level and the lowest floor. 
 
Mudflow. A surface river of liquid and flowing mud. Other earth movements such as landslide, 
slope failure, or saturated soil moving by liquidity are not mudflows. (The word “mudslide” no 
longer is used in the SFIP.) 
 
Pollutants. Testing for or monitoring of pollutants is not covered unless required by law. 
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II. DEFINITIONS (continued) 
 
Post-FIRM Building. Start of construction or substantial improvement after December 31, 
1974, or on or after the publication of the initial Flood Insurance Rate Map (FIRM), whichever is 
later. 
 
Special Flood Hazard Area (SFHA). All zones listed are SFHAs. However, the Post-FIRM 
coverage limitations apply only to Zones A1-A30, AE, AH, AR, AR/A, AR/AE, AR/AH,  
AR/A1-A30, V1-V30, and VE. 
 
Valued Policy. This is not a valued policy, in any state. 
 

III. PROPERTY COVERED 
 

COVERAGE A – BUILDING PROPERTY 
 

This policy covers only a residential condominium building including the units within the building 
and the improvements within the units. 
 
Additions that are attached to and in contact with the risk by a rigid exterior wall, a solid load-
bearing interior wall, a stairway, an elevated walkway, or a roof are covered. 
 
A solid load-bearing interior wall cannot have any openings and must not provide access from 
one building or room into another (partial walls). If access is available through a doorway or 
opening, then the structure must be insured as one building. Other provisions are: 
 
�� At the insured’s option, the additions and extensions may be insured separately. 
�� A common interior wall that is not solid or load bearing necessitates one policy. 
 
Fixtures, Machinery, and Equipment. The items in this list (RCBAP III. Property Covered,  
A. Coverage A – Building Property, 4.) are defined as building property and cannot be paid 
under contents coverage. The list of items in Paragraph 4 is not exclusive. If there are other 
items that fit this coverage, they can be included. 
 
Materials and Supplies. Those used to alter, repair, or construct the insured building must be 
in a fully enclosed building at the property address or an adjacent property. 
 
Building Under Construction. The deductible is doubled (see RCBAP VI. Deductibles, second 
paragraph of provision A.) and, if there is no work on the building for a period of 90 continuous 
days, coverage ceases until such time as work is resumed. Coverage is provided for those 
items that will become part of the finished building. For example, rebar, footings, and concrete 
walls that will become part of the finished building are covered. There is no coverage for the 
forms used to retain the concrete. There is no coverage for a building under construction before 
it is walled and roofed when the building is Post-FIRM and the basement floor or lowest 
elevated floor is below Base Flood Elevation in any of Zones AH, AE, A1-A30, AR, AR/AE, 
AR/AH, AR/A1-A30, AR/A, or AR/AO, or below Base Flood Elevation adjusted for wave action 
in any of Zones VE or V1-V30. 
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III. PROPERTY COVERED (continued) 
 

COVERAGE B – PERSONAL PROPERTY 
 

Contents coverage must be purchased separately, and a separate deductible is applied. 
 
Contents must be owned by the unit owner who has ownership interest, or be owned solely by 
the condominium association and used exclusively for the association’s business. 
 
Contents are covered while stored in the enclosed building at the property address. Flotation of 
contents out of a building that has fewer than four rigid walls is not covered. 
 
Read RCBAP III.C.2.b. Property Removed to Safety. 
 
The policy lists items that must always be considered contents (RCBAP III.B.2.). The policy also 
lists contents items covered in a basement or beneath the lowest elevated floor of a Post-FIRM 
elevated building (RCBAP III.B.3.). 
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III. PROPERTY COVERED (continued) 
 

COVERAGE B – PERSONAL PROPERTY (continued) 
 
Special Limits. A total of $2,500 is the maximum payment allowed for artwork, rare books, 
jewelry, furs, or any article containing fur, which represents its principal value. This maximum 
payment also extends to the following: 
 
�� Photographs 
�� Collectibles 
�� Memorabilia 
�� Porcelain or other figures and sports cards 
�� Autographed items 
�� Watches 
�� Precious and semiprecious stones 
�� Articles of gold, silver, or platinum 

 
Antiques. Coverage is provided only for the functional value of antiques. 
 

COVERAGE C – OTHER COVERAGES 
 

Debris Removal. Insured property means property we insure—i.e., the described building and 
covered contents. The described premises includes the lot, which is not covered. 
 
Coverage extends to insured property anywhere and to non-owned debris from beyond the 
insured premises or on or in the insured property. Non-covered items such as contents in a 
basement are excluded from debris removal coverage. 
 
Loss Mitigation. Expenses are covered up to $1,000 per measure; no deductible applies. Loss 
mitigation measures are described below. 
 
a. Sandbags, Supplies, and Labor 
 

�� Sandbags, including sand 
�� Fill for temporary levees 
�� Pumps 
�� Plastic sheeting and lumber used in connection with these items 
�� Labor (Members of family can be paid for labor at the federal minimum wage.) 

 
This coverage applies only under Coverage A – Building Property. 

 
b. Property Removed to Safety. A maximum of $1,000 can be paid to move insured property 

to another place other than the described location above ground or outside the SFHA to 
preserve it from flood. If the property removed is a manufactured (mobile) home or travel 
trailer, coverage extends to it for 45 days even if it is not on a foundation. This coverage can 
be used for building, contents, or both; but the total of building and contents payments 
cannot exceed $1,000. 
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We will pay you up to $30,000 under this Coverage D
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III. PROPERTY COVERED (continued) 
 

COVERAGE C – OTHER COVERAGES (continued) 
 

Other provisions regarding property removed to safety are: 
 

�� Contents must be placed in a fully enclosed building or otherwise reasonably protected 
and moved temporarily away from the peril of flood. 

 
�� Coverage extends for 45 days at another place. 
 
�� No deductible applies. 

 
Removed property is covered for damage by flood only. Any property removed, including a 
moveable home described in RCBAP II.B.6.b. and c., must be placed above ground level at 
a location other than the described location or outside of the SFHA. See Dwelling Form 
III.C.2.b. and General Property Form III.C.2.b. 

 
COVERAGE D – INCREASED COST OF COMPLIANCE 

 
The limit of liability for Increased Cost of Compliance (ICC) coverage was raised to $30,000 on 
May 1, 2003. Any flood loss incurred prior to May 2003 will be adjusted according to the 
previous limit of $20,000. 
 
ICC coverage is used for floodproofing, demolition, elevation, or relocation of the structure, or a 
combination of these. It is an additional amount of insurance above building limits of liability, but 
we cannot pay more than the law allows. 
 
Structures that are in an SFHA and are declared by the local community to be substantially flood-
damaged by 50 percent of their market value are eligible. An ICC claim must not be opened until 
the local official has declared in writing that the structure is substantially damaged. 
 
On ICC claims for structures in B, C, X, D, unnumbered A and V, and A99 zones, the adjuster 
needs to obtain a written statement explaining why the local official is requiring an ICC activity. 
 
For communities that have cumulative damage language in their ordinance, the building must 
have sustained two losses in 10 years, averaging 25 percent. The adjuster must verify that the 
community has such language in the ordinance. The adjuster must also verify that NFIP claim 
payments were issued to the insured for both qualifying losses. 
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III. PROPERTY COVERED (continued) 
 

COVERAGE D – INCREASED COST OF COMPLIANCE (continued) 
 

Under ICC, even if a local ordinance or law requires the testing, monitoring, clean-up, removal, 
containment, treatment, detoxification, or neutralization of pollutants, there is no coverage. 
 
The 2-year limit for completing an ICC claim begins on the date of the declaration by the local 
community official that the insured structure has been substantially damaged by flood. This 
means that the 2-year period referenced in paragraph 5.e.(2) begins on that date. 
 
The two conditions in Paragraph 5.e. refer to the total payment of an ICC claim. Partial payments 
of ICC claims are permitted. Partial payments may be issued before completion of the mitigation 
activity but cannot exceed 50 percent of the estimated reimbursable cost of the mitigation activity. 
 
The adjuster must complete the Adjuster Preliminary Damage Assessment form on a daily basis 
as needed and fax it to the NFIP Bureau and Statistical Agent’s Claims Department at 1-800-457-
4232. 



 

RCBAP V-94 



 

RCBAP COMMENTARY V-95 Change 1, 1/1/04 

IV. PROPERTY NOT COVERED 
 

Building or Personal Property Entirely in, on, or over Water or Seaward of Mean High Tide. 
No coverage is provided if the building was constructed or substantially improved after  
September 30,1982. 
 
Recreational Vehicles. Excluded from coverage except travel trailers defined in RCBAP 
II.B.6.c. 
 
Self-Propelled Vehicles or Machines. Excluded except those used to service the described 
location or designed and used to assist handicapped persons. The vehicles or machines must 
be located inside the building at the described location. 
 
Land, Land Values, Lawns, Trees, Shrubs, Plants, Growing Crops, or Animals. Animals 
are specifically excluded from coverage by the provision in RCBAP IV.6 (also Dwelling Form 
IV.6 and General Property Form IV.6). This exclusion applies to live bait, such as worms or 
minnows, sold in fishing tackle shops. 
 
Containers. Fuel tanks and well water tanks are not covered outside a basement, elevated 
building enclosure, or the insured building. Tanks containing other liquids or gases are not 
covered. 
 
Swimming Pools, Hot Tubs, and Spas. These and their equipment are not covered, except 
that spas and hot tubs are covered if they are bathroom fixtures. 
 
Coastal Barrier Resources Act (CBRA). It is the adjuster’s responsibility not to recommend 
payment for buildings and their contents made ineligible by CBRA legislation, as it is against the 
law to insure such buildings. These should be referred to Underwriting for a coverage 
determination. 

 
V. EXCLUSIONS 

 
Loss of Revenue or Profit, Loss of Access, Loss of Use, Business Interruption, and 
Additional Living Expenses. We will not pay for these.
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V. EXCLUSIONS (continued) 
 

Coverage is not provided for the cost of complying with any ordinance or law except those 
described in D. Coverage D – Increased Cost of Compliance. 
 
Loss in Progress. Not covered (Paragraph B.). 
 
Single Peril. Paragraph C. makes it clear that this is a single-peril policy. Earth movement 
caused by flood is excluded. This includes but is not limited to earthquake, landslide, land 
subsidence, sinkholes, destabilization, or movement of land resulting from the accumulation of 
water in subsurface land areas, and gradual erosion. 
 
Land subsidence is covered if it is caused by erosion as specified in the definition of flood (see 
RCBAP II.A.2.). 
 
Water, Moisture, Mildew, or Mold Damage. Not covered when caused by a condition 
substantially confined to the building, or within the insured’s control, which includes design, 
structural, or mechanical defects; failure, stoppage, or breakage of water or sewer lines, drains, 
pumps, fixtures, or equipment; or the insured’s failure to adequately inspect and maintain the 
property after the flood waters recede. (For additional information about mold damage, see 
Subsection VIII.C′. of this manual.) 
 
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. 
 
Pollutants. Testing for or monitoring of pollutants is not covered unless required by law. 
 

VI. DEDUCTIBLES 
 

The deductible is doubled for a building under construction. (Per RCBAP III.A.6.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.) 
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VI. DEDUCTIBLES (continued) 
 

As in the past, there are separate deductibles for the structure and personal property ranging from 
$500 to $5,000. Effective May 1, 2003, higher deductibles of $10,000 and $25,000 became 
available. 

 
VII. COINSURANCE 

 
Coinsurance is applied only to the building portion of the claim. 
 
We will reduce any loss payment unless the amount of insurance applicable to the damaged 
building is the lesser of: 
 
�� At least 80 percent of its replacement cost; or 
�� The maximum amount of insurance available for that building under the RCBAP. 
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VIII. 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. 
 
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.) 
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VIII. GENERAL CONDITIONS (continued) 
 
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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VIII. 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. 
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VIII. GENERAL CONDITIONS (continued) 
 
Bailee Goods. No coverage. 
 
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.
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VIII. GENERAL CONDITIONS (continued) 
 

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. 
 
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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VIII. 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. 



 

RCBAP V-112 



 

RCBAP COMMENTARY V-113 Change 1, 1/1/04 

VIII. GENERAL CONDITIONS (continued) 
 
Loss Settlement. There are three methods to settle a loss under the Residential Condominium 
Building Association Policy: 
 
�� Replacement Cost 
�� Special Loss Settlement 
�� Actual Cash Value 
 
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. If the residential condominium building is a manufactured (mobile) 
home or travel trailer, is at least 16 feet wide, and has an area of at least 600 square feet within its 
walls, then the loss will be settled on a Replacement Cost basis. 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. 
 
If we determine that the building is repairable, the loss will be settled according to the 
Replacement Cost conditions stated in Paragraph VIII.V.2. 
 
Actual Cash Value. The types of property that are subject to Actual Cash Value Loss Settlement 
are: 
  
�� The insured’s personal property 

�� Abandoned property that, after a loss, remains as debris at the described location 

�� Outside antennas and aerials, awnings, and other outdoor equipment 

�� Carpeting and pads 

�� Appliances 

�� A manufactured (mobile) home or travel trailer that is not at least 16 feet wide or does not 
have an area of at least 600 square feet within its walls 
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Anthony S. Lowe 
Administrator, National Flood Insurance Program 
Federal Emergency Management Agency 
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IX. 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. 
 

X. 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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