
Banker’s Compliance Consulting Updated 7/2016 1 
1-800-847-1653 
 

Flood Insurance Force Placement 
Are you lost in the muddy waters of flood insurance force placement rules?  As 
you may well know, there are many murky questions and things that just don't 
seem to make sense. Let us help you clear the waters. 
The first step is to know when force placement of flood insurance is required.  
When a lender determines the flood insurance has expired or is less than the 
amount required by law, the borrower must be notified to obtain adequate flood 
insurance within 45 days.  The lender may send a notice prior to the expiration of 
the policy as a reminder to the borrower to pay their premium; however, the 45-
day "clock" does not start until the policy actually expires.  In other words, 
sending an early notice does not speed up the 45 day "clock". 
 

Standard Policies 
A Standard flood policy allows the borrower a 30-calendar day grace period after 
the expiration date to reinstate continuous coverage.  This means that if the flood 
policy expires on the 1st of the month and the borrower pays their premium on 
the 29th of the month, the policy will remain in effect with uninterrupted coverage.  
If the borrower pays the premium or the lender purchases (force places) a policy 
after the grace period has expired, there is an additional 30-day waiting period 
before the new policy takes effect.  Keep in mind that if the lender purchases 
(force places) the Standard policy for the borrower, the borrower can cancel the 
policy and the premium is refunded to the borrower and not to the lender! 
 

Force Placed Policies 
A Mortgage Portfolio Protection Program (MPPP) policy is one that can be 
rewritten each year and is much more expensive than a Standard policy as it is 
written on the highest risk.  Yes, the MPPP is more costly for the borrower than 
the Standard policy, but why run the risk of purchasing another Standard NFIP 
policy, only to have the customer cancel it, or have it expire again and be left with 
another 45 day period to deal with?  We find it hard to believe that customer 
service would be a consideration when dealing with a borrower who is in default 
on their loan. 
Additionally, once a MPPP policy is in place, you can notify the borrower 45 days 
prior to expiration of the need to purchase a new policy and start your "clock".  If 
the borrower doesn't purchase a standard policy upon expiration of the MPPP 
policy, a new MPPP policy can be force placed immediately. 
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Flood Insurance Force Placement 

Coverage Gaps 
What about the 15 days after the end of the 30-day grace period?  Regulatory 
agencies have stated that they will not cite a bank for inadequate coverage 
during the 15 days, if the bank has followed the regulatory requirements.  
However, this does not resolve the risk to the bank during this potential "gap" in 
coverage. 
The Biggert-Waters Flood Insurance Reform Act provides that a lender may 
charge borrowers for fees and premiums associated with the force-placement of 
flood insurance coverage from the date that the borrower’s flood insurance was 
no longer in effect or inadequate.  For example, let’s say your borrower’s 
coverage expires March 31st and your force-placement notification is sent April 
1st.  Hopefully, you can align the borrowers’ 30-day grace period with any waiting 
period for the force-placed policy.  You may charge the borrower for any fees and 
premiums incurred for coverage beginning April 1st if the borrower did not have 
adequate coverage.  If the borrower obtains coverage; however, you have 30 
days after receiving confirmation of their coverage (i.e., a declarations page) to: 

1. Refund any fees and/or premiums for overlapping coverage; and,  
2. Cancel any force-placed insurance. 


