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RISK RATING 2.0:
EQUITY IN ACTION

Phase II-
Transition of Current Policies

1

AGENDA

**This information is subject to change. The information 
presented here is correct as of the date of this presentation.

2

• Phase I Highlights

• Transition of Current Policies

• Necessary Rating Variables

• Mitigation Discounts

• Premium Details

• Provisional Rates and Lapse in Coverage 
Rule
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PHASE I 
HIGHLIGHTS

3

• Frequency of flooding and multiple flood types

• Proximity to flood sources

• Building characteristics

What is Risk 
Rating 2.0:

4
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EQUITY IN ACTION

PHASE I

• New Policies

• October 1, 2021, to March 31, 2022  

• NFIP Flood Insurance Manual
Now in effect for new policies!

5

TRANSITION OF 
CURRENT POLICIES

6
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EQUITY IN ACTION 

Existing policies will be subject to 
the new pricing methodology

PHASE II

7

• Policies renewing on or after 
April 1, 2022

• WYO Bulletin W-21030 

NECESSARY RATING 
VARIABLES

8
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71

Building Occupancy
• Residential

• Single-Family Home

• Residential Manufactured/Mobile 
Home

• Residential Unit

• Two-to-Four Family Building

• Other Residential Building

• Residential Condominium Building

• Non-Residential
• Non-Residential Building

• Non-Residential 
Manufactured/Mobile Building

• Non-Residential Unit

“Excluded 
Losses”

9

Foundation Types
There are now 6 simple foundation types.

Basement 
(Non-Elevated)

Includes EC Diagram numbers 
2A, 2B, and 4

Crawlspace 
(Elevated, including non-elevated 

sub-grade crawlspace)

Includes EC Diagram number 8 
and 9

Slab on Grade 
(Non-Elevated)

Includes EC Diagram numbers 
1A, 1B, and 3

≤ 5 feet

10
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Elevated with Enclosure on 
Post, Pile, or Pier

Includes EC Diagram number 6

Elevated with Enclosure 
Not Post, Pile, or Pier

Includes EC Diagram number 7

Elevated without Enclosure on 
Post, Pile, or Pier 

Includes EC Diagram number 5

Foundation Types
There are now 6 simple foundation types.

11

First Floor Height

• First Floor Height is used in 
determining rates for all policies

• The First Floor Height of the 
building replaces the elevation 
difference used in the old rating 
methodology

• There are 2 ways to determine 
first floor height for a building

12
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First Floor Height

• The system generated First Floor 
Height is a new rating variable

• FEMA determines a First Floor 
Height value using policy
information, and various datasets

13

Method 1:
System 

Generated

DETERMINING ELEVATIONS:

FEMA SME Team recommended replacing the word elevations with "First Floor Height" in the second bullet. 

We suggest that the word elevations be kept because that is the word that is referenced in the elevation certificate. Since 
the elevation certificate is not being updated it will not list is floor height which may be confusing to the learner.

First Floor Height

• Under the new pricing 
methodology, an EC is no longer 
required for rating (optional)

• ECs can be used to determine the 
building’s First Floor Height

• ECs not currently in the policy file 
can be provided to the insurer to 
determine the First Floor Height

Method 2:
Elevation 

Certificate (EC)
(Optional)

DETERMINING ELEVATIONS:

14
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Note: If Section E is completed for zones other than unnumbered A and AO, 
the information should be used for underwriting purposes only

First Floor Height

Certificate (C)
(Optional)

DETERMINING ELEVATIONS:

15

DETERMINING ELEVATIONS:

Method 2:
Elevation 

Certificate (EC)
(Optional)

• First Floor Height using section C 
is calculated by taking the 
difference between the first floor 
and the lowest adjacent grade

• Refer to the NFIP Flood 
Insurance Manual for additional 
guidance

Section C

Note: If Section E is completed for zones other than unnumbered A and AO, 
the information should be used for underwriting purposes only

First Floor Height

Certificate (C)
(Optional)

DETERMINING ELEVATIONS:

16

• Section E can now be completed 
for all flood zones

• If section E is completed for 
zones other than unnumbered A 
and AO, the information is for 
insurance purposes only

• Refer to the NFIP Flood 
Insurance Manual for additional 
guidance

Section E
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Construction Type
FRAME: 
• The first floor above ground level is 

constructed with wood or metal frame walls

MASONRY: 
• The first full floor above ground level is 

constructed with masonry including brick, or 
concrete walls for the full story

OTHER:
• The first floor above ground level is 

constructed with materials other than wood 
or metal frame or masonry walls for the full 
story

17

Note: If Section E is completed for zones other than unnumbered A and AO, 
the information should be used for underwriting purposes only

Certificate (C)
(Optional)

DETERMINING ELEVATIONS:

18

• The building replacement cost is a new 
rating variable for all properties

• The replacement cost tool is used for 
single-family homes, residential 
manufactured/mobile 
homes, residential units, and 2-4 family 
buildings

• The replacement cost tool is not used for 
Other Residential Buildings, Residential 
Condo Buildings (RCBAP), Non-
Residential Buildings, and other Non-
Residential types

Building Replacement Cost
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Note: If Section E is completed for zones other than unnumbered A and AO, 
the information should be used for underwriting purposes only

Certificate (C)
(Optional)

DETERMINING ELEVATIONS:

19

• Single-Family Home, Residential 
Manufactured/Mobile Home, Residential 
Unit, and Two-to-Four family 
buildings should provide the total finished 
living area

• Garages, basements, enclosures, porches, 
or decks should not be included in the 
square footage calculation

Square Footage

Note: If Section E is completed for zones other than unnumbered A and AO, 
the information should be used for underwriting purposes only

Certificate (C)
(Optional)

DETERMINING ELEVATIONS:

20

• Provide square footage of the building, 
including stairwells and elevator shafts for:

• Other Residential Buildings
• Residential Condominium Buildings
• Non-Residential Buildings
• Non-Residential Manufactured/Mobile 

Buildings
• Non-Residential units

• Basements and mezzanines should not be 
included

• Refer to the NFIP Flood Insurance Manual 
for additional guidance

Square Footage
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Number of Floors

• No longer includes:
• Basements
• Enclosures
• Crawlspaces
• Attics (if used for storage)

21

Multi-Floor Building

4
TH

 FLO
O

R

1ST FLOOR

2ND FLOOR

3RD FLOOR

4TH FLOOR

5TH FLOOR

6TH FLOOR

22

• A unit’s floor is determined by the 
actual floor on which it is located 

• This is an important change for 
condominiums and apartments

• Total number of units in the 
building will also be required
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• Phase I Highlights
• Transition of Current Policies
• Necessary Rating Variables

KEY 
TAKEAWAYS

24

MITIGATION 
DISCOUNTS

25



This webinar was presented on March 10, 2022. Slide content is current as of that date. Please visit 
https://agents.floodsmart.gov/agents-guide/risk-rating for the most current information on Risk Rating 2.0 –
Equity in Action. Questions about the new Risk Rating 2.0 rating methodology should be emailed to fema-nfip-
insurance-transformation@fema.dhs.gov 

03/03/2022 13

• The rating engine applies a discount to 
the policy for buildings in any flood zone 
with proper openings in the enclosure

• Engineered openings may be considered 
for this discount

• The flood insurance application will need 
to reflect the proper information in order 
to receive the discount

Proper Openings

26

• A minimum of 2 openings on at least 2 
exterior walls  

• Total net area of not less than 1 square 
inch for every square foot of enclosure 

• Bottoms of openings no higher than 1 
foot above the higher of the exterior or 
interior grade 

Proper Openings

27
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• The rating engine applies a discount for 
policyholders with M&E elevated to at least 
the elevation of the floor above the building’s 
first floor

• Agents should self-certify the position of the 
M&E by answering the "Yes/No" question on 
the application

• A list of eligible M&E is found in the Flood 
Insurance manual

MACHINERY & 
EQUIPMENT (M&E)

28

Diagram Showing Location Guidance on Location

• The rating engine applies a discount for 
policyholders with M&E elevated to at least 
the elevation of the floor above the building’s 
first floor

• Agents should self-certify the position of the 
M&E by answering a "Yes/No" question on the 
application

• A list of eligible M&E is found in the Flood 
Insurance manual

MACHINERY & 
EQUIPMENT (M&E)

29

Diagram Showing Location Guidance on Location
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Premium Details

30

Policy Coverages

• At renewal policyholders will be 
able to:

• Change their coverage 
amounts

• Change their deductible

31



This webinar was presented on March 10, 2022. Slide content is current as of that date. Please visit 
https://agents.floodsmart.gov/agents-guide/risk-rating for the most current information on Risk Rating 2.0 –
Equity in Action. Questions about the new Risk Rating 2.0 rating methodology should be emailed to fema-nfip-
insurance-transformation@fema.dhs.gov 

03/03/2022 16

Mitigation Discounts

32

• Mitigation discounts include 
proper openings as well as M&E

• Minimum Premium

• Maximum Premium

Annual Increase Cap

• All policies renewing effective 
April 1, 2022, or later, will be 
rated with Risk Rating 2.0

• Policies are subject to the annual 
premium cap increase of 18% for 
most policies

33
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PROVISIONAL RATES

34

71

Provisional Rates

“Excluded 
Losses”

35

• Provisional Rates should be used as 
a last resort

• Update policy within 60 days

• Not eligible to be renewed

• Claims are not payable under 
provisional rates
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LAPSE IN COVERAGE 
RULE CHANGE

36

71

Lapse In Coverage
• Policies rated under Risk Rating 2.0 

are subject to the lapse in coverage rule
• New Policies effective on or after 

October 1, 2021
• Renewal Policies effective on or 

after April 1, 2022

• A new policy with payment is required if 
a lapse in coverage occurs on or after 
30 days following the policy expiration

• Lapse is applied regardless of payor
• Any lapse in coverage will result in 

the loss of glidepath rating

“Excluded 
Losses”

37
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• Mitigation Discounts

• Premium Details

• Provisional Rates

• Lapse in Coverage Rule

KEY 
TAKEAWAYS

38

RESOURCES

40
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71

Resources

“Excluded 
Losses”

41

• NFIP Flood Insurance Manual

• WYO Bulletin W-21030

• Industry Transition Memorandum

Evaluations

• All attendees will be receiving an 
email link to a survey and 
feedback form.

• Please take time to complete and 
help us improve our training effort!

42



This webinar was presented on March 10, 2022. Slide content is current as of that date. Please visit 
https://agents.floodsmart.gov/agents-guide/risk-rating for the most current information on Risk Rating 2.0 –
Equity in Action. Questions about the new Risk Rating 2.0 rating methodology should be emailed to fema-nfip-
insurance-transformation@fema.dhs.gov 

03/03/2022 21

To stay up to date with Risk Rating 2.0: 
Equity in Action, and for the latest 
details, please visit:

FloodSmart | Risk Rating 2.0: Equity 
in Action

THANK YOU!
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