
Would your mortgage portfolio pass a flood insurance audit by
Freddie Mac, Fannie Mae, the Office of Thrift Supervision or
other governmental agency?

• Are you confident with your present level of compliance 
regarding these entities’ flood insurance requirements?

• Do you have the procedures or tracking system to ensure that 
you always have flood insurance in force for properties in Special Flood Hazard Areas?

• Do you have the necessary controls to monitor and determine whether flood insurance 
amounts and deductibles are in compliance?

WNCFirst learns of unfavorable audit results from lenders and servicers all too often, and the
problem is growing rapidly in the current environment. Rapid portfolio acquisitions, mergers
and consolidations, insurance tracking and placement mechanisms are constantly being put to
the test. It’s not unusual either to hear of critical insurance information being “dropped” in the
course of a servicing transfer or system conversion. The fact that a federal flood policy does
not automatically renew further compounds the problem.

I’m sure you would agree that these are issues that strike at the core of your operations. And,
if you are less certain now of your portfolio’s ability to withstand the rigors of an audit, it
might be time to reevaluate your options, alternatives and solutions.

Aside from finding loans with no required flood insurance in effect, another significant 
finding of auditors is that a good number of loans either have insufficient coverage limits
or deductibles that are higher than the maximum allowable. Obviously resulting from a

homeowner’s desire to cut insurance costs (especially flood insurance with its under-valued
importance), they nonetheless impact your level of compliance.

So the question becomes: "How would you solve this insurance deficiency problem as well as
that of excessive deductibles?" The only way to assure full compliance is to place “deficiency”
or “deductible” buy-back coverage, as the case may be. Blanket deficiency policies, although
they provide "gap" protection, are not accepted by investors and regulators. These groups insist
on deficiency coverage at the property or loan level, where the mortgagor pays the premium.

That’s the coverage side of the problem. You must also consider that almost all tracking
systems are unable to store and track multiple flood insurance policies. This is the challenge
facing the insurance tracking sector of our industry - how can they modify systems to
accommodate multiple flood policies and still be cost-competitive? Whether or not it’s
imminent, we trust the trackers to do what’s necessary to satisfy your compliance objectives.

The good news is that WNCFirst already has the solution to the coverage side of the problem.
Through our redesigned Flood Deficiency Insurance Program (FDIP), we can provide you with
deficiency or deductible buy-back coverage, or both. 
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The 2003 Hurricane Season is now upon us,
so remember - the most important time to
make sure your portfolio is adequately
protected against potential flood losses is
before a loss happens. 

Property damage, especially from storm surge 
and torrential rains can be devastating.
Historically, flooding is our deadliest and
costliest natural disaster.

According to the National Oceanic and
Atmospheric Administration, the United States 
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Service Highlights
Excess Flood
Programs/2003
Since 1988, WNCFirst has been a leader in
providing excess flood coverage for customers
and insureds. WNCFirst’s Excess Flood
Program offers flood coverage beyond that
provided by the NFIP.

WNCFirst’s mission is to provide the most
comprehensive and affordable additional flood
coverage’s in the insurance industry.and with
limits up to 20 million dollars, a property
should never be under-insured and exposed 
to a flood loss. 

WNCFirst writes in all 50 states and is
represented by more than 100 different
insurance entities. From agents, to brokers,
to insurance companies, WNCFirst customers
are the who’s who of the flood insurance
industry.

With A “Excellent” AM Best rated companies,
WNCFirst is able to offer alternatives on
coverage’s, limits and issuing carriers.

Let WNCFirst help you offer your customers
a total flood insurance program.

For more information, please call Norman
Heinrich, Executive VP, at 888-386-9488.

Lender-Placed Wind
Insurance Program
For the last 24-36 months, there’s been
increasing interest and steady growth in
WNCFirst’s Lender-Placed Wind Program.

It’s a facility through which mortgage lenders
and servicers can obtain stand-alone wind
coverage if the borrower-supplied hazard
insurance excludes damages caused by wind
or hail. It’s an important part of a lender’s or
servicer’s insurance arsenal and a vital
component of any enterprise-wide risk
management strategy.

Providing up to $10,000,000 in insurance
limits for an individual property location and
replacement cost coverage in case of a loss, a
lender not only secures 100% protection
practically 100% of the time, but also buys the
assurance that any loss to the building will be
paid based on the actual cost of repair or the
property’s replacement cost value, without

deduction for depreciation. There are other
important coverages available such as debris
removal expense and temporary dwelling
residence coverage for the displaced borrower.

The program is presently available for
properties in Alabama, Florida, Georgia,
Hawaii, Louisiana, Massachusetts, Mississippi,
New Jersey, New York, North Carolina,
Oklahoma, Rhode Island, South Carolina 
and Texas.

For further information, please call or e-mail
your WNCFirst representative or call 
Ferdie Cinco, 800-626-7601, Esxt. 2627.

POP In All States
Closing a loan can sometimes be difficult if 
a borrower is unable to secure the required
homeowner insurance due to the age of the
dwelling that the borrower is buying. However
at WNCFirst, we can write homeowners
insurance regardless of the age of the dwelling. 

WNCFirst’s Property Owner Protection (POP)
is designed to provide an alternative market 
for property owners who are unable to obtain
insurance for various reasons from the
domestic insurers. POP is not a traditional
Homeowners Program. POP provides “all risk”
(HO-3 Special Form) coverage on the
dwelling, named peril coverage on contents
and modified personal liability coverage for a
homeowner. The POP program is available in
all states, so the next time you or your client
needs homeowner coverage to close a loan,
just give us a call.

For more information, please call Gail King,
at 800-423-2497, Ext. 327.

FDIP benefits you or your mortgagor in four
distinct ways:

1. It allows you to force place “excess”flood
insurance on your underinsured loans.

The coverage limit will be the difference
between the amount of coverage required in
accordance with the applicable investor or
federal agency’s guidelines and the actual
limit of the mortgagor’s NFIP policy.

2. It protects you against any co-insurance 
penalties imposed by the NFIP policy in 
situations where the amount of insurance at 
the time of the loss was less than 80% of 
the dwelling’s replacement cost.

3. It enables you to force place deductible 
buy-back coverage to reduce an excessive 
deductible to the maximum allowable 
amount.

4. It provides your mortgagor with Temporary 
Dwelling Residence coverage up to $1,000 
if the flood loss made the dwelling 
uninhabitable.

If you currently participate in WNCFirst’s
Lender Placed Flood Insurance Program, you
already have access to FDIP’s benefits. With
a few additional property coverage codes,
there’s nothing else to set up, install or test.
You can be ready within a day to start
submitting your deficiency coverage requests
in the same manner that you are currently
using with your regular forced flood
placements.

With FDIP, you automatically attain a higher
compliance level. It takes care of your
underinsurance and deductible worries. When
combined with your tracking system or
procedure modifications, it can make your
next audit experience a smoother and more
pleasant one.

For more information about FDIP, please
contact your WNC account representative,
or give us a call at 1-800-423-2497 and ask
for Paula Anders.

We will continue to develop and introduce
innovative insurance solutions for your 
ever-changing needs and requirements. It’s
been our mission for the last forty years and
it will always be so.

A great summer to you all!

President continued from page 1



has significant hurricane exposure. From
Maine to Texas, the properties along our
coastline represent billions of dollars in
potential loss. 

There are now approximately 45 million
permanent residents along hurricane-prone
coastal areas and development of these areas
continues. The most rapid growth has been
from Texas to the Carolinas and Florida,
where hurricanes are most frequent, leads the
country in new residents.

Each year, on average, ten tropical storms (of
which six become hurricanes) develop in the
Atlantic Ocean, Caribbean and Gulf of
Mexico. Many never make landfall. However,
it is not uncommon to have more than one
hurricane make landfall the United States in
the same year. 

The most recent Atlantic Basin Seasonal
Hurricane Forecast for 2003 released in May
2003 by Dr. Gray and his team of hurricane
forecasters at Colorado State University, has
predicted that there will be 14 Named Storms
of which 8 will become hurricanes. 

Dr. Gray has also developed the following
probabilities for at least one major hurricane
to make landfall on each of the following
coastal areas:

1. Entire U.S. coastline - 69% (average for the 
last century is 52%)

2. U.S. East Coast including the Florida 
Peninsula - 49% (average for the last 
century is 31%)

3. Gulf Coast from the Florida Panhandle 
westward to Brownsville, Texas - 39% 
(average for the last century is 30%)

4. The Caribbean - Above-average major 
hurricane landfall risk in expected

Based on the predicted above-average
hurricane activity this year, it is very important
to make sure your portfolio is properly
covered against flood losses caused by
hurricanes. 

So, do you have an effective flood insurance
tracking system with procedures in place to
ensure that your properties are never exposed
unnecessarily to potential uninsured losses?
How about your coverage and deductible
limits? It’s time to make certain that you are
protected. WNCFirst suggests:
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Jim says,“It’s really the one thing makes a
difference and sets us apart from all the rest.”

Jim has established a national network of
veteran adjusters. Regardless of where a loss
occurs, Jim can have someone investigating
the claim immediately and Precise
consistently meets or beats WNCFirst’s turn
around requirements for reporting.

Precise acts as WNCFirst’s eyes and ears on 
a loss and they are helping the company to
provide an extraordinarily high level of
service to our customers. Their loss
information is input into their Integra claim
system which in turn, creates a professional,
detailed scope on a loss. With the help of
Integra, all reports can be maintained in a
paperless environment. Additionally, their 
building unit costs are updated regularly to
reflect the most current national pricing. 

With the help of Precise, WNCFirst can
continue to provide the superior claims
service our customers have come to expect.

If you would like For more information about
Precise and its activities, please call either
Lynne Miller at 800-626-7601, Ext. 2629,
or Jim Fallis at 469-916-8335.

Placed Collateral Protection Insurance, Lenders
Single Interest and GAP product lines, to
managing client relationships, Scott frequently
finds himself in the role of “answer guru.” He’s
very knowledgeable, approachable and willing
to go out of his way to serve clients and help 
co-workers. 

When he’s not focused on work, Scott enjoys
time with his wife and two growing, active
children. And, if you ask him, Scott may even
tell you about his experience living on a boat.
(Did he have GAP coverage on that dinghy?).

If you would like information about the products
that Scott manages, you can contact him at 
800-798-5522, Ext. 8703.

Scott Eckerty, Vice President of Consumer
Loan Services in WNCFirst’s Dallas office,
wears many hats. From overseeing Lender

Who is WNCFirst?

Scott Eckerty, VP/Consumer Loan Services

Jim Fallis, Precise Adjustments, Inc.

Hot Issues continued from page 1

• Audit your tracking procedures and 
re-certify their effectiveness.

• Make sure that you can obtain immediate 
flood insurance protection whenever you 
need it and not a minute later. 

WNCFirst has the insurance services you
need to make sure your entire mortgage loan
portfolio is protected against the devastating
effects of a hurricane. We’ll be happy to assist
you with your portfolio review.

Don’t get caught with your properties under
water and under insured.

For more information, please call Ferdie Cinco,
at 800-626-7601, Ext 2627.

Focus on the Client
Precise Adjustments
by Lynne Miller, VP/Claims

WNCFirst has recently added new strength
to its claims operation. 

Precise Adjustments, Inc, of Dallas, Texas,
is an adjusting company that also acts as a
Third Party Administrator. WNCFirst is
taking advantage of their expertise on all 
our flood, force-placed, and commercial
property claims.

Jim Fallis is at the helm of Precise and
brings with him many years of flood,
property and heavy catastrophe experience.
Jim’s expertise and his knowledge of
coverages make Precise an excellent TPA.
Their team, which includes Cliff Parker,
claims manager, and Hal Peterson, senior
general adjuster, fully understands the
importance of service in our industry. As 



NOAA Offers Summer
Outlook
June 24, 2003 — Parts of the East Coast,
including Virginia, North 

Carolina and South Carolina, experienced their
wettest spring on record, according to scientists
at the NOAA National Climatic Data Center.
By contrast, Texas endured its second-driest
spring in the 109-year record. Regionally,
spring 2003 was the ninth driest in the South,
while the Southeast had its fourth-wettest
spring.

Meanwhile, the NOAA Climate Prediction
Center, issued its U.S. Seasonal and Drought
Outlook forecast for July through September.
For the summer months, areas near the
southeast Atlantic Coast are likely to see
above-normal precipitation. Above-normal
temperatures are expected in much of the
Southwest. Below-normal rainfall is likely in
the Pacific Northwest and the Great Basin
region with an increased chance for above-
normal precipitation in parts of the Southwest.

“The good news with this outlook is drought
conditions may improve slightly in southern
parts of Arizona and New Mexico due to the
monsoon season,” said Jim Laver, CPC
director. “Unfortunately, many western areas
including Utah, Nevada, and parts of Arizona,
New Mexico, Colorado and Wyoming are
likely to see a continuation of drought, which
has lasted several years.”

Source: NOAA Climate Prediction Center
Courtesy of National Weather Service
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Compliance Corner
Toxic Mold: A Common
Bond Between Lenders
And Insurers
by Jordan N. Gray, Attorney at Law

Every day across the
country suits are filed
alleging that property
owners failed to keep
their premises in a
safe condition.
Premises liability
claims are not
uncommon to lenders
either. This reality is

multiplied every time a lender becomes a
property owner through a foreclosure. For
example, in Sohar v. Society National Bank,
(1989 Summa County, Ohio, Case Number
CV88-4-1305), an Ohio jury awarded $88,000
for a fall caused by the dangerous condition 
of lender-owned, foreclosed residence.
Likewise, in a suit between a rock concert
promoter and a bank (1990 Los Angeles,
California), the bank paid a $400,000
settlement for injuries cause by the dangerous
condition of a lender-owned, foreclosed
apartment complex. 

With the advent of toxic mold claims, lenders
now face even greater risks from premises
liability claims arising out of foreclosed
properties. While the risks posed by the
dangerous condition of a foreclosed property
have been both manageable and insurable in
the past, toxic mold claims may make such
risks unmanageable and uninsurable. Thus,
lenders may share a common bond with
insurers – paying premises liability claims 
for alleged toxic mold injuries. 

The print media is overflowing with stories 
of people with mold infested homes who had
to “simply give their home back to the bank
because it was too costly to pay for repairs.”
(David Bryan, Associated Press State and
Local Wire, September 15, 2002 “Insurers
Dropping Mold Coverage As More
Homeowners Sue.”) When a lender forecloses
on a property it knows to be infested with
mold (or the owner “gives it back”), the lender
will be hard-pressed to find insurance for this
known risk.  The lender now becomes the
insurer of any future claims arising from
exposure to the mold infested, foreclosed
home. 

Once the lender knows or should have known
of the presence of toxic mold, it now faces
potential premises liability claims each day 
the mold infestation remains unabated. Thus,
old, poorly maintained, partially occupied,
apartment complexes and extended stay 
motels may be prime candidates for these 
types of claims, and foreclosure. In any event,
the lender’s liability exposure may be galactic
if the foreclosed property is a multi-unit
apartment or a condominium complex that is
partially or fully occupied on the date of
foreclosure. 

In a settlement involving a Homeowners
Association in 1999, the defendant
Homeowners Association paid a $350,000
settlement to a single townhouse owner who
suffered alleged allergic reactions to toxic
mold, including respiratory problems,
headaches, vertigo and nausea. Similarly, in 
a settlement between buyers and sellers of a
single residence, the buyers were paid
$1,353,000 in settlement proceeds for injuries
caused by toxic mold. Although the home 
was not mold infested when sold, it had 
pre-existing water intrusion problems. These
problems led to toxic mold growth and the
personal injury claim that followed.

If a lender forecloses on a multi-unit building
(with water intrusion problems or a history of
mold infestation), when the lender sells the
building it may find itself liable for subsequent
mold-based personal injury claims. There 
are three steps a lender should take to 
protect itself.

First, upon foreclosure, the lender should
immediately identify the nature and extent of
any mold infestation. The greater the risk of
multiple claims, the more thorough the
inspection needs to be. If toxic mold is
identified, the occupants of the building, if 
any, should be told of the mold and evacuated
if necessary. A simultaneous eviction process
should be started. Eviction minimizes the 
risk of holdovers. Because of lease and rental
rights, the lender may be responsible for
relocation costs. Remember such costs are
small compared to the costs of toxic mold
claims.

Second, there should be immediate and
complete elimination of all mold infestations
through the use of a competent environmental
hygienist and a mold remediation specialist. 
If the building has a history of mold or water
intrusion problems, the lender will need to

document fully all efforts to eliminate these
problems. The lender should obtain
certifications from the hygienist and the
remediation specialist that the building is 
mold-free. A written report from a licensed and
insured contractor that all water intrusion
problems have been repaired is also advised. 
Do not be tempted into thinking, “a little bleach
will solve that mold problem.” Without a proper
response by qualified professionals, a lender’s
mold “remediation” may look like a cover-up. 

Third, obtain any available insurance. While
many carriers exclude mold claims from their
policies, some states may mandate such
coverage. Moreover, while insurance carriers
may exclude coverage for mold claims, one
sure way for a lender to lose any chance of

Jordan N. Gray

continued on page 6
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James R. Mahoney, assistant secretary of
commerce for oceans and atmosphere and
deputy NOAA administrator said, “This year
the Atlantic hurricane outlook calls for a 55
percent chance of an above normal season, a
35 percent chance of near normal, and only a
10 percent chance for a below-normal season
such as last year.”

“In the past two years alone, nine tropical
storms and one hurricane hit the United States
causing 54 deaths and $6.3 billion in direct
economic damage. The toll can be even higher
when people are not prepared,” added
Mahoney.

In his proclamation, President Bush
encourages families along our coastlines to
take steps today that can save lives and
minimize property damage through planning
and preparation. 

“Being prepared for hurricane season is key 
in reducing the loss of life and property,” said
Under Secretary Mike Brown of the
Department of Homeland Security (DHS) 

Forecasters Predict 6-9
Hurricanes To Threaten in
2003
NOAA and FEMA Stress Preparedness

Top hurricane experts from the Commerce
Department’s National Oceanic and
Atmospheric Administration (NOAA) today
said the 2003 Atlantic hurricane season will
likely have above normal levels of activity.
The outlook calls for the potential of 11 to 15
tropical storms, with six to nine hurricanes,
and two to four classified as major hurricanes
(category 3 or higher on the Saffir-Simpson
Hurricane Scale). Officials from NOAA and
the Federal Emergency Management Agency
(FEMA) advised residents in Atlantic and Gulf
Coast states to be prepared throughout the
season, which runs June 1 through Nov. 30. In
the central Pacific, NOAA hurricane experts
forecast two to three tropical storms; this is
slightly less than the long-term average of 4.5
tropical storms per season.

and director of FEMA. “Knowing what to do
when a hurricane strikes takes planning and
preparation, and includes steps that range from
knowing your evacuation route to obtaining
flood insurance.”

DHS and FEMA encourage families to take
three basic steps in order to be better prepared
in the event of a disaster, including assembling
a disaster supply kit, creating a family
emergency plan and understanding their risks.
FEMA’s, Are You Ready? A Guide for Citizen
Preparedness?, available online offers tips and
information that can help families accomplish
these three tasks.

“The possibility of an above normal Atlantic
hurricane season is further reason to prepare
now rather than waiting for the unknowns 
of the last minute rush,” said Max Mayfield,
director of NOAA’s National Hurricane Center
in Miami. “Planning and preparation are 
key to protecting the lives and property of
those residents living in areas vulnerable 
to hurricanes.”

Excerpted from a NOAA May 19, 2003 Press Release

Hurricane Claudette  07/15/03
Photo courtesy of NOAA


