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FHA-Insured Mortgages 

 

Introduction 

 

The National Reverse Mortgage Lenders Association (“NRMLA”) is the national voice of the reverse 

mortgage industry. With over 300 member companies and over 2,000 member delegates, NRMLA serves 

as an educational resource, policy advocate and public affairs center for lenders and related professionals. 

NRMLA was established in 1997 to enhance the professionalism of the reverse mortgage industry. Our 

mission includes educating industry participants on best practices, regulatory requirements and market 

dynamics; providing helpful information to consumers about reverse mortgages; enforcing our Code of 

Ethics and Professional Responsibility;1 and offering insight to policymakers working on reverse mortgage 

matters and related issues. NRMLA members make over 90% of the reverse mortgages originated today. 

 

Overview 

 

On November 10, 2020, the U.S. Department of Housing and Urban Development (HUD) released a 

proposed amendment to Federal Housing Administration (FHA) regulations that would allow lenders to 

accept private flood insurance policies on FHA-insured properties located in Special Flood Hazard Areas.  

The proposed rule would allow borrowers the option of purchasing private flood insurance on FHA-insured 

mortgages for properties located in Special Flood Hazard Areas by amending FHA regulations at 24 CFR 

sections 201, 203, and 206 as follows: 

 

• 24 CFR § 204.16a would be amended to include the definition of “private flood insurance” from 

the Biggert-Waters Flood Insurance Reform Act. 

• 24 CFR § 203.15a would be amended to include a “compliance aid” provision allowing mortgagees 

to accept private policies, without further review, where the policy contains the language: “This 

policy meets the definition of private flood insurance contained in 24 CFR 203.16a(e) for FHA-

insured mortgages.” 

• HUD also proposes to amend 24 CFR § 201.28(a) (Property Improvement and Manufactured Home 

Loans), § 203.343(b) (Single Family Mortgage Insurance), § 206.45(c) (Home Equity Conversion 

 
1 Code of Ethics & Professional Responsibility, NRMLA, http://www.nrmlaonline.org/nrmla/ethics/conduct.aspx. 

http://www.nrmlaonline.org/nrmla/ethics/conduct.aspx
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Mortgage Insurance), and § 206.134(b) (Home Equity Conversion Mortgage Insurance) to permit 

borrowers to obtain private flood insurance. 

 

The Notice solicits comments from members of the public and affected parties regarding acceptance of 

private flood insurance policies generally and specifically whether the rule that it adopts should permit, or 

should require, a lender to accept a qualifying private flood insurance policy.   

 

As the national voice of the reverse mortgage industry, and based upon feedback from our membership, we 

are pleased to submit the comments below.  

 

Comments  

 

We begin by strongly supporting FHA’s initiative to allow homeowners in Special Flood Hazard Areas to 

obtain private flood insurance instead of mandating that flood insurance be obtained solely through the 

National Flood Insurance Program (NFIP).  Private flood insurance is often more affordable and more 

comprehensive than NFIP policies.  Permitting FHA borrowers to pursue private flood insurance will help 

engender a more robust private market and better provide consumers with greater choice and access to flood 

insurance across the United States. The proposal, by privatizing flood insurance risk, will also help reduce 

costs borne by the government, and ultimately by taxpayers.   

 

In order to qualify as private flood insurance under the proposal, a policy must be issued by an insurance 

company that meets certain conditions, and the policy must provide flood insurance coverage that is at least 

as broad as the coverage provided under a standard flood insurance policy (SFIP) issued under the NFIP 

for the same type of property, including when considering deductibles, exclusions, and conditions offered 

by the insurer. The proposed rule sets forth specific requirements that a policy must meet to be considered 

to provide coverage at least as broad as an SFIP.   

 

Determining whether a policy meets this criteria will require that Mortgagees engage in an extensive review 

inside the policy’s “jacket” to ensure that such coverage is at least as broad as the coverage provided under 

an SFIP.  Such polices are typically more than twenty pages in length and a review of its terms would 

require Mortgagees to review the policy’s definitions, property coverages, personal property coverages, 

other coverages, exclusions, deductibles, and general conditions.  Mortgagees lack the expertise to evaluate 

such coverages.  Such reviews would be extremely time intensive, costly and burdensome.  For this reason, 

we support FHA’s proposal to include a “compliance aid” provision allowing mortgagees to accept private 

policies, without further review, where the policy contains the language: “This policy meets the definition 

of private flood insurance contained in 24 CFR 203.16a(e) for FHA-insured mortgages.”   

 

However, and contrary to the current proposal, we strongly urge that FHA permit Mortgagees to reject a 

policy if it is not accompanied by such certification.  Allowing Mortgagees to reject policies that lack such 

certification would incentivize the private flood insurance market to ensure private flood insurance policies 

are as broad as SFIP, and further encourage insurers to include the certification in their private flood 

insurance policies. It would obviate the need for Mortgagees to review thousands of such policies each and 

every year to ensure appropriate coverage with each transaction in lieu of appropriately incentivizing 

private mortgage insurers, the parties who clearly possess the requisite expertise, to engage in such review 

on a single occasion, prior to the launching and marketing of such insurance product to the general public.   
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To the extent the final rule will not permit Mortgagees to reject policies that lack such certification, and for 

the reasons articulated above, we propose the final rule should permit, rather than require, Mortgagees 

accept a qualifying private flood insurance policy.                 

 

Conclusion 

 

NRMLA appreciates your consideration of our comments herein. We trust that you will find our comments 

above helpful and that you will view and act upon them with favor.  

 

Very truly yours, 

 

 
 

Steve Irwin, President 

NRMLA 

1400 16th Street, Suite 420 

Washington, DC 20036 

202-939-1776 

sirwin@dworbell.com 

 

 

CC: Peter Bell, Chief Executive Officer, NRMLA 

 Jim Brodsky, Weiner Brodsky Kider PC 

 Jim Milano, Weiner Brodsky Kider PC   

 Soroush Shahin, Weiner Brodsky Kider PC 

 Joel Schiffman, Weiner Brodsky Kider PC 
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