FLOOD INSURANCE
PRACTICE TEST
(SAMPLE)

STUDY GUIDE

VISIT US ONLINE FOR
THE FULL VERSION STUDY GUIDE

https://floodinsurance.examzify.com




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.




Table of Contents

070 )7/ T |1 1
Table of CONtENTS ... 2
INtrodUCtion .. 3
How to Use This GUIAE ... 4
QUESTIONS ..o 5
AN WIS e 8
EXPlanations ... 10

N Xt S P S oo e 15




Introduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn't just about
memorization, it's about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you're preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You'll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it's correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It's ideal for learners who want to:

* Practice answering questions under realistic conditions,
* Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

* Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn't about getting every question right the first
time, it's about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let's begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here's how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 — 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don't just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There's no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions




1. Loss of Use coverage is designed to reimburse which costs?
A. Replacement of personal property at full value
B. Mortgage payments
C. Property taxes

D. Additional living expenses and temporary housing costs when the home is
unusable due to flood

2. How is flood insurance provided for second mortgages and home equity
loans?

A. The existing policy must be sufficient to cover the secondary lien, with an
appropriate endorsement

B. Each lien must have a separate policy
C. The primary policy automatically covers second lien
D. No flood insurance is required for second liens

3. Which outcome best describes the impact of a community's CRS activities
on policyholders?

A. It increases the administrative burden for the insurer.

B. It has no effect on premiums.

C. It changes the policy terms for new policies only.

D. It results in a CRS discount for policyholders in the community.

4. Which statement best describes the Substantial Damage/Substantial
Improvement rule?

A. It reduces building code requirements.

B. It ensures rebuilt structures comply with current floodplain management
requirements.

C. It allows ignoring floodplain requirements for minor repairs.
D. It only applies to new construction.

5. For the Insurance program to require placement, the community must
participate in the

A. NFIP
B. NFPA
C. NIFP
D. NFSP
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6. Which Act requires flood insurance for loans secured by real estate in
SFHAs in participating communities?

A. 1968 Act
B. 1973 Act
C. 1994 Act
D. 1980 Act

7. If a property has multiple mortgages, is it mandatory to have a separate
flood insurance policy for each mortgage?

A.Yes

B. Only for first mortgage
C.No

D. Only for second

8. Which statement about V Zones is true?
A. They are inland zones with no wave action.
B. They are zones where no special construction is required.
C. They are zones that are outside SFHA.

D. They are coastal high-risk areas with wave action and require elevated
construction and often breakaway walls.

9. Which item is not a factor when calculating the minimum flood insurance
requirement?

A. Borrower Credit Score

B. Replacement Cost Value
C. Principal Balance

D. Maximum NFIP Coverage

10. Your financial institution may charge a fee for determining
whether the property lies in an SFHA.

A. Nominal

B. Standard
C. Reasonable
D. Excessive
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Explanations




1. Loss of Use coverage is designed to reimburse which costs?
A. Replacement of personal property at full value
B. Mortgage payments
C. Property taxes

D. Additional living expenses and temporary housing costs when the home is
unusable due to flood

Loss of Use coverage reimburses the extra living costs and temporary housing you incur when your residence is
uninhabitable because of a flood. When flooding makes staying in your home impossible, you might need to rent
a temporary place, cover meals away from home, or pay for storage and moving expenses. This coverage helps
with those additional expenses up to the policy limits for as long as the home remains uninhabitable. It does not
reimburse ongoing financial obligations tied to the property, such as mortgage payments or property taxes, nor
does it cover the full replacement of personal property—that would be handled by other coverages.

2. How is flood insurance provided for second mortgages and home equity
loans?

A. The existing policy must be sufficient to cover the secondary lien, with an
appropriate endorsement

B. Each lien must have a separate policy
C. The primary policy automatically covers second lien
D. No flood insurance is required for second liens

When a property has a second mortgage or a home equity loan, flood coverage must reflect the total debt tied to
the property. A single NFIP policy can protect multiple liens if the lender’s interest is added with an endorsement,
effectively increasing the coverage to cover the second loan. This means the existing policy must be sufficient to
cover the secondary lien, with the appropriate endorsement naming the lender’s interest and ensuring payout
applies to that lien if a flood loss occurs. This approach avoids needing separate policies for each lien and aligns
with lender requirements; the options that imply separate policies, automatic automatic coverage for the second
lien, or no flood insurance for second liens are not accurate.

3. Which outcome best describes the impact of a community's CRS activities
on policyholders?

A. It increases the administrative burden for the insurer.

B. It has no effect on premiums.

C. It changes the policy terms for new policies only.

D. It results in a CRS discount for policyholders in the community.

A community’s CRS activities directly affect policyholders by earning premium discounts on NFIP policies. The
CRS (Community Rating System) recognizes a community's floodplain management and mitigation efforts and
translates those actions into a discount on policyholders’ NFIP premiums. The size of the discount depends on
the community’s CRS classification, with more robust mitigation programs yielding larger reductions. So, the
best description of the impact is that policyholders in the community receive a CRS discount on their premiums.
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4. Which statement best describes the Substantial Damage/Substantial
Improvement rule?

A. It reduces building code requirements.

B. It ensures rebuilt structures comply with current floodplain management
requirements.

C. It allows ignoring floodplain requirements for minor repairs.
D. It only applies to new construction.

When a structure located in a floodplain suffers substantial damage or undergoes substantial improvement,
rebuilding must meet the current floodplain management requirements. This rule ensures that the rebuilt
structure is brought up to today’s standards—typically elevating to the base flood elevation or otherwise
complying with the community's current floodplain rules—so older, less stringent practices aren't reapplied after
a major event or a large upgrade. The aim is to reduce future flood risk by not reinforcing a building to outdated
protections. This applies only to existing structures undergoing substantial damage or substantial
improvements, and not to new construction, and it's not about allowing minor repairs to sidestep floodplain
requirements.

5. For the Insurance program to require placement, the community must
participate in the

A. NFIP
B. NFPA
C. NIFP
D. NFSP

Participation in the National Flood Insurance Program is required for the flood insurance rule to apply. When a
community joins NFIP, it adopts floodplain management regulations and residents in the high-risk SFHAs
become eligible for NFIP flood insurance. This eligibility is what allows lenders to require flood insurance as a
condition of financing. The other options aren't related to flood insurance in this context: NFPA is the National
Fire Protection Association, and the others aren't recognized programs for flood insurance.

6. Which Act requires flood insurance for loans secured by real estate in
SFHAs in participating communities?

A. 1968 Act
B. 1973 Act
C. 1994 Act
D. 1980 Act

Lenders must require flood insurance for loans secured by real estate located in a special flood hazard area
within communities that participate in the NFIP. This mandatory requirement was established by the National
Flood Insurance Act of 1973, which added the obligation for lenders to verify that borrowers carry flood
insurance as a condition of loan approval in SFHAs. The purpose is to protect the lender's collateral and help the
borrower manage flood risk by ensuring there is insurance coverage in the event of a flood. The NFIP itself began
under the 1968 Act, with later amendments refining and expanding the rules, but the explicit requirement for real
estate loans in SFHAs tracing to participating communities comes from the 1973 Act.
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7. If a property has multiple mortgages, is it mandatory to have a separate
flood insurance policy for each mortgage?

A. Yes

B. Only for first mortgage
C. No

D. Only for second

Flood insurance on loans covered by NFIP is tied to the building itself, not to each individual loan. A single NFIP
policy can satisfy all lenders with a mortgage on that property as long as the policy includes a mortgagee clause
and lists all the mortgagees. So, you don't need a separate flood policy for every mortgage—the policy can cover
multiple lenders’ interests on the same building. If multiple buildings are financed separately on the same
property, each building would typically need its own policy, but extra policies for each loan on a single building
aren't required.

8. Which statement about V Zones is true?
A. They are inland zones with no wave action.
B. They are zones where no special construction is required.
C. They are zones that are outside SFHA.

D. They are coastal high-risk areas with wave action and require elevated
construction and often breakaway walls.

V Zones are coastal high risk areas within the Special Flood Hazard Area where wave action occurs during
flooding. Because of those powerful waves, buildings must be elevated on piles or columns so the lowest floor
sits above the base flood elevation, and the walls below that level are breakaway (not load bearing) to avoid
creating additional flood damage or debris. This combination—coastal location with wave action plus elevation
above the BFE and breakaway below grade walls—is what makes this statement true. Inland zones don't have
the same wave forces, and zones outside the SFHA aren't V Zones, so those options aren't correct.

9. Which item is not a factor when calculating the minimum flood insurance
requirement?

A. Borrower Credit Score

B. Replacement Cost Value
C. Principal Balance
D. Maximum NFIP Coverage

The amount of flood insurance tied to a loan in a flood zone is determined by the loan balance and the NFIP's
coverage limits, not by the borrower’s credit profile. Specifically, the minimum required flood insurance is the
lesser of the outstanding principal balance (including any interest) and the maximum amount available under the
NFIP for that property. Borrower credit score plays no role in setting that minimum because it relates to credit
risk and loan terms, not to how much flood coverage is required. Replacement cost value might influence other
insurance decisions in practice, but it does not enter into the calculation of the minimum NFIP flood coverage for
the loan.
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10. Your financial institution may chargea_________ fee for determining
whether the property lies in an SFHA.

A. Nominal
B. Standard
C. Reasonable

D. Excessive

A lender may charge a fee for obtaining a flood zone determination, and that fee must be reasonable. This
service checks whether the property sits within the Special Flood Hazard Area, which affects whether flood
insurance is required for a federally related loan. The fee is intended to cover the lender's actual cost of
obtaining the determination, not to profit from the service. That's why the correct term is reasonable. A nominal
fee would imply a very small, perhaps insufficient charge; standard isn't a defined fee category in this context;
and an excessive fee would be inappropriate and potentially unlawful.




Next Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we'd love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://floodinsurance.examzify.com

We wish you the very best on your exam journey. You've got this!




