Verifying Real Estate Agents’ Flood Hazard Disclosure (DFH)

Credit for disclosure of the flood hazard (DFH) in Activity 340 relies on real estate agents to inform a potential purchaser whether a property is in the Special Flood Hazard Area (SFHA) and that the purchase of flood insurance is required.  The full credit, 46 points, is provided if the community provides documentation that real estate agents are disclosing the flood hazard.

To receive this credit, the community must provide at least one copy of a disclosure notice from at least five real estate agencies that serve the community.  If there are fewer than five agencies, then at least one notice from each agency must be submitted.  To be credited, a “disclosure notice” must meet the following criteria:

· The document clearly tells the reader that a property is in the floodplain and that flood insurance is required, and

· People who are looking for a property are provided with a copy of the document or are allowed to review it.

The most common examples of creditable documents are multiple listing service pages and disclosure statements that accompany contracts for sale.  Remember, these must be made available to the house hunter before earnest money is committed.  Here are some examples of things that communities have submitted that do not qualify as creditable documents:

· Blank forms that are not completed

· Multiple listing data entry forms (often they ask for a lot more information than is actually printed on the summary pages that house hunters see)

· Disclosure statements that rely on the seller or the buyer to determine if the property is in a floodplain

· Statements that disclose whether the seller had been flooded or has flood insurance (these do not disclose whether the property is in the SFHA)

· Memos or letters from real estate offices that say they tell potential buyers about flood hazards (we need to see actual examples)

· Forms or statements that say a property “may be in the floodplain” or “flood insurance may be required”

· Local ordinances that require real estate offices to disclose the hazard (this would be credited under ODR.  A state law requiring disclosure by real estate agents is credited under DFH, but for only 20 points.)

Some communities have been told by real estate offices that they are not allowed to release copies of information on individual properties—that the information is confidential between the seller and the buyer.  The CRS credit cannot be provided until the ISO/CRS Specialist can verify that the disclosure is being done according to the CRS credit criteria.  If a community is faced with this problem, there are three alternatives:

· Ask the real estate offices to block out the names of the seller.  The ISO/CRS Specialist must be able to read the address and verify whether the property is in or out of the SFHA.

· Borrow the statements from the agencies.  They can be returned after the ISO/CRS Specialist reviews them.  He or she does not have to keep a copy, once the credit is verified.

· Set up a meeting with several agencies during the verification visit to the ISO/CRS Specialist can see the statements.  He or she will not have to keep copies.

The community should check with its ISO/CRS Specialist to see if neighboring communities are receiving this credit and have already submitted the needed documentation for real estate agencies that serve the area.

Don’t forget—full credit requires more than just disclosure of whether a property is in the floodplain.  If a property is in the SFHA, the real estate office must also tell the inquirer that federal law requires the purchase of flood insurance as a condition of a federally backed mortgage.  This can be done verbally or with a handout similar to the one on page 320-7 in the CRS Coordinator’s Manual.

