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§338.5

required in §110.25(a) of those rules and
regulations.

[64 FR 52930, Dec. 26, 1989. Redesignated at 56
FR 50039, Oct. 3, 1991, as amended at 59 FR
52667, Oct. 19, 1994; 62 FR 36204, July 7, 1997;
73 FR 45855, Aug. 7, 2008]

Subpart B—Recordkeeping

§338.5 Purpose.

The purpose of this subpart B is two-
fold. First, this subpart B notifies all
insured state nonmember banks of
their duty to collect and retain certain
information about a home loan appli-
cant’s personal characteristics in ac-
cordance with Regulation B of the
Board of Governors of the Federal Re-
serve System (12 CFR part 202) in order
to monitor an institution’s compliance
with the Equal Credit Opportunity Act
of 1974 (15 U.S.C. 1691 et seq.). Second,
this subpart B notifies certain insured
state nonmember banks of their duty
to maintain, update and report a reg-
ister of home loan applications in ac-
cordance with Regulation C of the
Board of Governors of the Federal Re-
serve System (12 CFR part 203), which
implements the Home Mortgage Dis-
closure Act (12 U.S.C. 2801 et seq.).

[62 FR 36204, July 7, 1997]

§338.6 Definitions applicable to this
subpart B.

For purposes of this subpart B—

(a) Bank means an insured state non-
member bank as defined in section 3 of
the Federal Deposit Insurance Act.

(b) Controlled entity means a corpora-
tion, partnership, association, or other
business entity with respect to which a
bank possesses, directly or indirectly,
the power to direct or cause the direc-
tion of management and policies,
whether through the ownership of vot-
ing securities, by contract, or other-
wise.

[62 FR 36204, July 7, 1997]

§338.7 Recordkeeping requirements.

All banks that receive an application
for credit primarily for the purchase or
refinancing of a dwelling occupied or to
be occupied by the applicant as a prin-
cipal residence where the extension of
credit will be secured by the dwelling
shall request and retain the monitoring
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information required by Regulation B
of the Board of Governors of the Fed-
eral Reserve System (12 CFR part 202).

[62 FR 36204, July 7, 1997]

§338.8 Compilation of loan data in reg-
ister format.

Banks and other lenders required to
file a Home Mortgage Disclosure Act
loan application register (LAR) with
the Federal Deposit Insurance Corpora-
tion shall maintain, update and report
such LAR in accordance with Regula-
tion C of the Board of Governors of the
Federal Reserve System (12 CFR part
203).

[62 FR 36204, July 7, 1997]

§338.9 Mortgage lending of a con-
trolled entity.

Any bank which refers any appli-
cants to a controlled entity and which
purchases any home purchase loans or
home improvement loans as defined in
Regulation C of the Board of Governors
of the Federal Reserve Board (12 CFR
part 203) originated by the controlled
entity, as a condition to transacting
any business with the controlled enti-
ty, shall require the controlled entity
to enter into a written agreement with
the bank. The written agreement shall
provide that the entity shall:

(a) Comply with the requirements of
§§338.3, 338.4 and 338.7, and, if otherwise
subject to Regulation C of the Board of
Governors of the Federal Reserve Sys-
tem (12 CFR part 203), §338.8;

(b) Open its books and records to ex-
amination by the Federal Deposit In-
surance Corporation; and

(c) Comply with all instructions and
orders issued by the Federal Deposit
Insurance Corporation with respect to
its home loan practices.

[49 FR 35764, Sept. 12, 1984. Redesignated and
amended at 56 FR 50039, Oct. 3, 1991; 62 FR
36204, July 7, 1997]

PART 339—LOANS IN AREAS HAV-
ING SPECIAL FLOOD HAZARDS
(Eff. Until 1-20-15)

Sec.

339.1 Authority, purpose, and scope.
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339.3 Requirement to purchase flood insur-
ance where available.
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339.4 Exemptions.
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determination form.

339.7 Forced placement of flood insurance.

339.8 Determination fees.
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availability of Federal disaster relief as-
sistance.
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APPENDIX A TO PART 339—SAMPLE FORM OF
NOTICE OF SPECIAL FLOOD HAZARDS AND
AVAILABILITY OF FEDERAL DISASTER RE-
LIEF ASSISTANCE

AUTHORITY: 42 U.S.C. 4012a, 4104a, 4104b,
4106, and 4128.

SOURCE: 61 FR 45706, Aug. 29, 1996, unless
otherwise noted.

EFFECTIVE DATE NOTE: At 79 FR 75744, Dec.
19, 2014, part 339 was revised, effective Jan.
20, 2015. The text in effect at 1-20-15 follows
the old part. For the convenience of the user,
the revised text is set forth at the end of the
existing part 339

§339.1 Authority, purpose, and scope.

(a) Authority. This part is issued pur-
suant to 42 U.S.C. 4012a, 4104a, 4104b,
4106, and 4128.

(b) Purpose. The purpose of this part
is to implement the requirements of
the National Flood Insurance Act of
1968 and the Flood Disaster Protection
Act of 1973, as amended (42 U.S.C. 4001-
4129).

(c) Scope. This part, except for §§339.6
and 339.8, applies to loans secured by
buildings or mobile homes located or
to be located in areas determined by
the Director of the Federal Emergency
Management Agency to have special
flood hazards. Sections 339.6 and 339.8
apply to loans secured by buildings or
mobile homes, regardless of location.

§339.2 Definitions.

(a) Act means the National Flood In-
surance Act of 1968, as amended (42
U.S.C. 4001-4129).

(b) Bank means an insured state non-
member bank and an insured state
branch of a foreign bank or any sub-
sidiary of an insured state nonmember
bank.

(c) Building means a walled and
roofed structure, other than a gas or
liquid storage tank, that is principally
above ground and affixed to a perma-
nent site, and a walled and roofed

§339.2

structure while in the course of con-
struction, alteration, or repair.

(d) Community means a State or a po-
litical subdivision of a State that has
zoning and building code jurisdiction
over a particular area having special
flood hazards.

(e) Designated loan means a loan se-
cured by a building or mobile home
that is located or to be located in a
special flood hazard area in which flood
insurance is available under the Act.

(f) Director of FEMA means the Direc-
tor of the Federal Emergency Manage-
ment Agency.

(g) Mobile home means a structure,
transportable in one or more sections,
that is built on a permanent chassis
and designed for use with or without a
permanent foundation when attached
to the required utilities. The term mo-
bile home does not include a rec-
reational vehicle. For purposes of this
part, the term mobile home means a mo-
bile home on a permanent foundation.
The term mobile home includes a manu-
factured home as that term is used in
the NFIP.

(h) NFIP means the National
Insurance Program authorized
the Act.

(1) Residential improved real estate
means real estate upon which a home
or other residential building is located
or to be located.

(j) Servicer means the person respon-
sible for:

(1) Receiving any scheduled, periodic
payments from a borrower under the
terms of a loan, including amounts for
taxes, insurance premiums, and other
charges with respect to the property
securing the loan; and

(2) Making payments of principal and
interest and any other payments from
the amounts received from the bor-
rower as may be required under the
terms of the loan.

(k) Special flood hazard area means
the land in the flood plain within a
community having at least a one per-
cent chance of flooding in any given
year, as designated by the Director of
FEMA.

(1) Table funding means a settlement
at which a loan is funded by a contem-
poraneous advance of loan funds and an
assignment of the loan to the person
advancing the funds.

Flood
under
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§339.3 Requirement to purchase flood
insurance where available.

(a) In general. A bank shall not make,
increase, extend, or renew any des-
ignated loan unless the building or mo-
bile home and any personal property
securing the loan is covered by flood
insurance for the term of the loan. The
amount of insurance must be at least
equal to the lesser of the outstanding
principal balance of the designated
loan or the maximum limit of coverage
available for the particular type of
property under the Act. Flood insur-
ance coverage under the Act is limited
to the overall value of the property se-
curing the designated loan minus the
value of the land on which the property
is located.

(b) Table funded loans. A bank that
acquires a loan from a mortgage broker
or other entity through table funding
shall be considered to be making a loan
for the purposes of this part.

§339.4 Exemptions.

The flood insurance requirement pre-
scribed by §339.3 does not apply with
respect to:

(a) Any State-owned property cov-
ered under a policy of self-insurance
satisfactory to the Director of FEMA,
who publishes and periodically revises
the list of States falling within this ex-
emption; or

(b) Property securing any loan with
an original principal balance of $5,000
or less and a repayment term of one
year or less.

§339.5 Escrow requirement.

If a bank requires the escrow of
taxes, insurance premiums, fees, or any
other charges for a loan secured by resi-
dential improved real estate or a mo-
bile home that is made, increased, ex-
tended, or renewed on or after October
1, 1996, the bank shall also require the
escrow of all premiums and fees for any
flood insurance required under §339.3.
The bank, or a servicer acting on be-
half of the bank, shall deposit the flood
insurance premiums on behalf of the
borrower in an escrow account. This es-
crow account will be subject to escrow
requirements adopted pursuant to sec-
tion 10 of the Real Estate Settlement
Procedures Act of 1974 (12 U.S.C. 2609)
(RESPA), which generally limits the

12 CFR Ch. lll (1-1-15 Edition)

amount that may be maintained in es-
crow accounts for certain types of
loans and requires escrow account
statements for those accounts, only if
the loan is otherwise subject to
RESPA. Following receipt of a notice
from the Director of FEMA or other
provider of flood insurance that pre-
miums are due, the bank, or a servicer
acting on behalf of the bank, shall pay
the amount owed to the insurance pro-
vider from the escrow account by the
date when such premiums are due.

§339.6 Required use of standard flood
hazard determination form.

(a) Use of form. A bank shall use the
standard flood hazard determination
form developed by the Director of
FEMA when determining whether the
building or mobile home offered as col-
lateral security for a loan is or will be
located in a special flood hazard area in
which flood insurance is available
under the Act. The standard flood haz-
ard determination form may be used in
a printed, computerized, or electronic
manner. A non-member bank may ob-
tain the standard flood hazard deter-
mination form by written request to
FEMA, P.O. Box 2012, Jessup, MD 20794-
2012.

(b) Retention of form. A bank shall re-
tain a copy of the completed standard
flood hazard determination form, in ei-
ther hard copy or electronic form, for
the period of time the bank owns the
loan.

[61 FR 45706, Aug. 29, 1996, as amended at 64
FR 71274, Dec. 21, 1999]

§339.7 Forced placement of flood in-
surance.

If a bank, or a servicer acting on be-
half of the bank, determines, at any
time during the term of a designated
loan, that the building or mobile home
and any personal property securing the
designated loan is not covered by flood
insurance or is covered by flood insur-
ance in an amount less than the
amount required under §339.3, then the
bank or its servicer shall notify the
borrower that the borrower should ob-
tain flood insurance, at the borrower’s
expense, in an amount at least equal to
the amount required under §339.3, for
the remaining term of the loan. If the
borrower fails to obtain flood insurance
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within 45 days after notification, then
the bank or its servicer shall purchase
insurance on the borrower’s behalf. The
bank or its servicer may charge the
borrower for the cost of premiums and
fees incurred in purchasing the insur-
ance.

§339.8 Determination fees.

(a) General. Notwithstanding any
Federal or State law other than the
Flood Disaster Protection Act of 1973,
as amended (42 U.S.C. 4001-4129), any
bank, or a servicer acting on behalf of
the bank, may charge a reasonable fee
for determining whether the building
or mobile home securing the loan is lo-
cated or will be located in a special
flood hazard area. A determination fee
may also include, but is not limited to,
a fee for life-of-loan monitoring.

(b) Borrower fee. The determination
fee authorized by paragraph (a) of this
section may be charged to the borrower
if the determination:

(1) Is made in connection with a mak-
ing, increasing, extending, or renewing
of the loan that is initiated by the bor-
rower;

(2) Reflects the Director of FEMA’s
revision or updating of floodplain areas
or flood-risk zones;

(3) Reflects the Director of FEMA’s
publication of a notice or compendium
that:

(i) Affects the area in which the
building or mobile home securing the
loan is located; or

(ii) By determination of the Director
of FEMA, may reasonably require a de-
termination whether the building or
mobile home securing the loan is lo-
cated in a special flood hazard area; or

(4) Results in the purchase of flood
insurance coverage by the lender or its
servicer on behalf of the borrower
under §339.7.

(c) Purchaser or transferee fee. The de-
termination fee authorized by para-
graph (a) of this section may be
charged to the purchaser or transferee
of a loan in the case of the sale or
transfer of the loan.

§339.9 Notice of special flood hazards
and availability of Federal disaster
relief assistance.

(a) Notice requirement. When a bank

makes, increases, extends, or renews a

§339.9

loan secured by a building or a mobile
home located or to be located in a spe-
cial flood hazard area, the bank shall
mail or deliver a written notice to the
borrower and to the servicer in all
cases whether or not flood insurance is
available under the Act for the collat-
eral securing the loan.

(b) Contents of notice. The written no-
tice must include the following infor-
mation:

(1) A warning, in a form approved by
the Director of FEMA, that the build-
ing or the mobile home is or will be lo-
cated in a special flood hazard area;

(2) A description of the flood insur-
ance purchase requirements set forth
in section 102(b) of the Flood Disaster
Protection Act of 1973, as amended (42
U.S.C. 4012a(b));

(3) A statement, where applicable,
that flood insurance coverage is avail-
able under the NFIP and may also be
available from private insurers; and

(4) A statement whether Federal dis-
aster relief assistance may be available
in the event of damage to the building
or mobile home caused by flooding in a
Federally-declared disaster.

(c) Timing of notice. The bank shall
provide the notice required by para-
graph (a) of this section to the bor-
rower within a reasonable time before
the completion of the transaction, and
to the servicer as promptly as prac-
ticable after the bank provides notice
to the borrower and in any event no
later than the time the bank provides
other similar notices to the servicer
concerning hazard insurance and taxes.
Notice to the servicer may be made
electronically or may take the form of
a copy of the notice to the borrower.

(d) Record of receipt. The bank shall
retain a record of the receipt of the no-
tices by the borrower and the servicer
for the period of time the bank owns
the loan.

(e) Alternate method of notice. Instead
of providing the notice to the borrower
required by paragraph (a) of this sec-
tion, a bank may obtain satisfactory
written assurance from a seller or les-
sor that, within a reasonable time be-
fore the completion of the sale or lease
transaction, the seller or lessor has
provided such notice to the purchaser
or lessee. The bank shall retain a
record of the written assurance from
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the seller or lessor for the period of
time the bank owns the loan.

(f) Use of prescribed form of motice. A
bank will be considered to be in com-
pliance with the requirement for notice
to the borrower of this section by pro-
viding written notice to the borrower
containing the language presented in
appendix A to this part within a rea-
sonable time before the completion of
the transaction. The notice presented
in appendix A to this part satisfies the
borrower notice requirements of the
Act.

§339.10 Notice of servicer’s identity.

(a) Notice requirement. When a bank
makes, increases, extends, renews,
sells, or transfers a loan secured by a
building or mobile home located or to
be located in a special flood hazard
area, the bank shall notify the Director
of FEMA (or the Director of FEMA’s
designee) in writing of the identity of
the servicer of the loan. The Director
of FEMA has designated the insurance
provider to receive the bank’s notice of
the servicer’s identity. This notice may
be provided electronically if electronic
transmission is satisfactory to the Di-
rector of FEMA’s designee.

(b) Transfer of servicing rights. The
bank shall notify the Director of
FEMA (or the Director of FEMA’s des-
ignee) of any change in the servicer of
a loan described in paragraph (a) of
this section within 60 days after the ef-
fective date of the change. This notice
may be provided electronically if elec-
tronic transmission is satisfactory to
the Director of FEMA’s designee. Upon
any change in the servicing of a loan
described in paragraph (a) of this sec-
tion, the duty to provide notice under
this paragraph (b) shall transfer to the
transferee servicer.

APPENDIX A TO PART 339—SAMPLE FORM
OF NOTICE OF SPECIAL FLOOD HAZ-
ARDS AND AVAILABILITY OF FEDERAL
DISASTER RELIEF ASSISTANCE

We are giving you this notice to inform
you that:

The building or mobile home securing the
loan for which you have applied is or will be
located in an area with special flood hazards.

The area has been identified by the Direc-
tor of the Federal Emergency Management
Agency (FEMA) as a special flood hazard
area using FEMA’s Flood Insurance Rate Map

12 CFR Ch. lll (1-1-15 Edition)

or the Flood Hazard Boundary Map for the
following community: . This
area has at least a one percent (1%) chance
of a flood equal to or exceeding the base
flood elevation (a 100-year flood) in any
given year. During the life of a 30-year mort-
gage loan, the risk of a 100-year flood in a
special flood hazard area is 26 percent (26%).

Federal law allows a lender and borrower
jointly to request the Director of FEMA to
review the determination of whether the
property securing the loan is located in a
special flood hazard area. If you would like
to make such a request, please contact us for
further information.

The community in which the prop-
erty securing the loan is located participates
in the National Flood Insurance Program
(NFIP). Federal law will not allow us to
make you the loan that you have applied for
if you do not purchase flood insurance. The
flood insurance must be maintained for the
life of the loan. If you fail to purchase or
renew flood insurance on the property, Fed-
eral law authorizes and requires us to pur-
chase the flood insurance for you at your ex-
pense.

e Flood insurance coverage under the NFIP
may be purchased through an insurance
agent who will obtain the policy either di-
rectly through the NFIP or through an in-
surance company that participates in the
NFIP. Flood insurance also may be available
from private insurers that do not participate
in the NFIP.

e At a minimum, flood insurance pur-
chased must cover the lesser of:

(1) the outstanding principal balance of the
loan; or

(2) the maximum amount of coverage al-
lowed for the type of property under the
NFIP.

Flood insurance coverage under the NFIP
is limited to the overall value of the prop-
erty securing the loan minus the value of the
land on which the property is located.

e Federal disaster relief assistance (usu-

ally in the form of a low-interest loan) may
be available for damages incurred in excess
of your flood insurance if your community’s
participation in the NFIP is in accordance
with NFIP requirements.
Flood insurance coverage under the
NFIP is not available for the property secur-
ing the loan because the community in
which the property is located does not par-
ticipate in the NFIP. In addition, if the non-
participating community has been identified
for at least one year as containing a special
flood hazard area, properties located in the
community will not be eligible for Federal
disaster relief assistance in the event of a
Federally-declared flood disaster.

EFFECTIVE DATE NOTE: At 79 FR 75744, Dec.
19, 2014, part 339 was revised, effective Jan.
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20, 2015. For the convenience of the user, the
revised text is set forth as follows:

PART 339—LOANS IN AREAS HAVING
SPECIAL FLOOD HAZARDS (Eff. 1-20-
15)

Sec.

339.1 Authority, purpose, and scope.

339.2 Definitions.

339.3 Requirement to purchase flood insur-
ance where available.

339.4 Exemptions.

339.5 Escrow requirement.

339.6 Required use of standard flood hazard
determination form.

339.7 Forced placement of flood insurance.

339.8 Determination fees.

339.9 Notice of special flood hazards and
availability of federal disaster relief as-
sistance.

339.10 Notice of servicer’s identity.

APPENDIX A TO PART 339—SAMPLE FORM OF
NOTICE OF SPECIAL FLOOD HAZARDS AND
AVAILABILITY OF FEDERAL DISASTER RE-
LIEF ASSISTANCE

AUTHORITY: 12 U.S.C. 1462, 1462a, 1463, 1464,
1819 (Tenth), 5412(b)(2)(C) and 42 U.S.C. 4012a,
4104a, 4104b, 4106, and 4128.

§339.1 Authority, purpose, and scope.

(a) Authority. This part is issued pursuant
to 12 U.S.C. 1462, 1462a, 1463, 1464, 1819
(Tenth), 5412(b)(2)(C) and 42 U.S.C. 4012a,
4104a, 4104b, 4106, and 4128.

(b) Purpose. The purpose of this part is to
implement the requirements of the National
Flood Insurance Act of 1968 and the Flood
Disaster Protection Act of 1973, as amended
(42 U.S.C. 4001-4129).

(c) Scope. This part, except for §§339.6 and
339.8, applies to loans secured by buildings or
mobile homes located or to be located in
areas determined by the Director of the Fed-
eral Emergency Management Agency to have
special flood hazards. Sections 339.6 and 339.8
apply to loans secured by buildings or mobile
homes, regardless of location.

§339.2 Definitions.

(a) Act means the National Flood Insurance
Act of 1968, as amended (42 U.S.C. 4001-4129).

(b) Building means a walled and roofed
structure, other than a gas or liquid storage
tank, that is principally above ground and
affixed to a permanent site, and a walled and
roofed structure while in the course of con-
struction, alteration, or repair.

(c) Community means a state or a political
subdivision of a State that has zoning and
building code jurisdiction over a particular
area having special flood hazards.

(d) Designated loan means a loan secured by
a building or mobile home that is located or
to be located in a special flood hazard area in

Pt. 339, Nt.

which flood insurance is available under the
Act.

(e) Director of FEMA means the Director of
the Federal Emergency Management Agen-
cy.

(f) FDIC-supervised institution means any
insured depository institution for which the
Federal Deposit Insurance Corporation is the
appropriate Federal banking agency pursu-
ant to section 3(g) of the Federal Deposit In-
surance Act, 12 U.S.C. 1813(g).

(g) Mobile home means a structure, trans-
portable in one or more sections, that is
built on a permanent chassis and designed
for use with or without a permanent founda-
tion when attached to the required utilities.
The term mobile home does not include a rec-
reational vehicle. For purposes of this part,
the term mobile home means a mobile home
on a permanent foundation. The term mobile
home includes a manufactured home as that
term is used in the NFIP.

(h) NFIP means the National Flood Insur-
ance Program authorized under the Act.

(i) Residential improved real estate means
real estate upon which a home or other resi-
dential building is located or to be located.

(j) Servicer means the person responsible
for:

(1) Receiving any scheduled, periodic pay-
ments from a borrower under the terms of a
loan, including amounts for taxes, insurance
premiums, and other charges with respect to
the property securing the loan; and

(2) Making payments of principal and in-
terest and any other payments from the
amounts received from the borrower as may
be required under the terms of the loan.

(k) Special flood hazard area means the land
in the flood plain within a community hav-
ing at least a one percent chance of flooding
in any given year, as designated by the Di-
rector of FEMA.

(1) Table funding means a settlement at
which a loan is funded by a contemporaneous
advance of loan funds and an assignment of
the loan to the person advancing the funds.

§339.3 Requirement to purchase flood in-
surance where available.

(a) In general. An FDIC-supervised institu-
tion shall not make, increase, extend, or
renew any designated loan unless the build-
ing or mobile home and any personal prop-
erty securing the loan is covered by flood in-
surance for the term of the loan. The amount
of insurance must be at least equal to the
lesser of the outstanding principal balance of
the designated loan or the maximum limit of
coverage available for the particular type of
property under the Act. Flood insurance cov-
erage under the Act is limited to the overall
value of the property securing the designated
loan minus the value of the land on which
the property is located.
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(b) Table funded loans. An FDIC-supervised
institution that acquires a loan from a mort-
gage broker or other entity through table
funding shall be considered to be making a
loan for the purpose of this part.

§339.4 Exemptions.

The flood insurance requirement pre-
scribed by §339.3 does not apply with respect
to:

(a) Any state-owned property covered
under a policy of self-insurance satisfactory
to the Director of FEMA, who publishes and
periodically revises the list of states falling
within this exemption; or

(b) Property securing any loan with an
original principal balance of $5,000 or less
and a repayment term of one year or less.

§339.5 Escrow requirement.

If an FDIC-supervised institution requires
the escrow of taxes, insurance premiums,
fees, or any other charges for a loan secured
by residential improved real estate or a mo-
bile home that is made, increased, extended,
or renewed on or after October 1, 1996, the
FDIC-supervised institution shall also re-
quire the escrow of all premiums and fees for
any flood insurance required under §339.3.
The FDIC-supervised institution, or a
servicer acting on behalf of the FDIC-super-
vised institution, shall deposit the flood in-
surance premiums on behalf of the borrower
in an escrow account. This escrow account
will be subject to escrow requirements
adopted pursuant to section 10 of the Real
Estate Settlement Procedures Act of 1974 (12
U.S.C. 2609) (RESPA), which generally limits
the amount that may be maintained in es-
crow accounts for certain types of loans and
requires escrow account statements for those
accounts, only if the loan is otherwise sub-
ject to RESPA. Following receipt of a notice
from the Director of FEMA or other provider
of flood insurance that premiums are due,
the FDIC-supervised institution, or a
servicer acting on behalf of the FDIC-super-
vised institution, shall pay the amount owed
to the insurance provider from the escrow
account by the date when such premiums are
due.

§339.6 Required use of standard flood haz-
ard determination form.

(a) Use of form. An FDIC-supervised institu-
tion shall use the standard flood hazard de-
termination form developed by the Director
of FEMA when determining whether the
building or mobile home offered as collateral
security for a loan is or will be located in a
special flood hazard area in which flood in-
surance is available under the Act. The
standard flood hazard determination form
may be used in a printed, computerized, or
electronic manner. An FDIC-supervised in-
stitution may obtain the standard flood haz-
ard determination form by written request

12 CFR Ch. lll (1-1-15 Edition)

to FEMA, P.O. Box 2012, Jessup, MD 20794
2012.

(b) Retention of form. An FDIC-supervised
institution shall retain a copy of the com-
pleted standard flood hazard determination
form, in either hard copy or electronic form,
for the period of time the FDIC-supervised
institution owns the loan.

§339.7 Forced placement of flood insurance.

If an FDIC-supervised institution, or a
servicer acting on behalf of the FDIC-super-
vised institution, determines, at any time
during the term of a designated loan, that
the building or mobile home and any per-
sonal property securing the designated loan
is not covered by flood insurance or is cov-
ered by flood insurance in an amount less
than the amount required under §339.3, then
the FDIC-supervised institution or its
servicer shall notify the borrower that the
borrower should obtain flood insurance, at
the borrower’s expense, in an amount at
least equal to the amount required under
§339.3, for the remaining term of the loan. If
the borrower fails to obtain flood insurance
within 45 days after notification, then the
FDIC-supervised institution or its servicer
shall purchase insurance on the borrower’s
behalf. The FDIC-supervised institution or
its servicer may charge the borrower for the
cost of premiums and fees incurred in pur-
chasing the insurance.

§339.8 Determination fees.

(a) General. Notwithstanding any federal or
state law other than the Flood Disaster Pro-
tection Act of 1973, as amended (42 U.S.C.
4001—4129), any FDIC-supervised institution,
or a servicer acting on behalf of the FDIC-su-
pervised institution, may charge a reason-
able fee for determining whether the build-
ing or mobile home securing the loan is lo-
cated or will be located in a special flood
hazard area. A determination fee may also
include, but is not limited to, a fee for life-
of-loan monitoring.

(b) Borrower fee. The determination fee au-
thorized by paragraph (a) of this section may
be charged to the borrower if the determina-
tion:

(1) Is made in connection with a making,
increasing, extending, or renewing of the
loan that is initiated by the borrower;

(2) Reflects the Director of FEMA’s revi-
sion or updating of floodplain areas or flood-
risk zones;

(3) Reflects the Director of FEMA’s publi-
cation of a notice or compendium that:

(i) Affects the area in which the building or
mobile home securing the loan is located; or

(ii) By determination of the Director of
FEMA, may reasonably require a determina-
tion whether the building or mobile home se-
curing the loan is located in a special flood
hazard area; or
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(4) Results in the purchase of flood insur-
ance coverage by the lender or its servicer on
behalf of the borrower under §339.7.

(c) Purchaser or transferee fee. The deter-
mination fee authorized by paragraph (a) of
this section may be charged to the purchaser
or transferee of a loan in the case of the sale
or transfer of the loan.

§339.9 Notice of special flood hazards and
availability of federal disaster relief as-
sistance.

(a) Notice requirement. When an FDIC-super-
vised institution makes, increases, extends,
or renews a loan secured by a building or a
mobile home located or to be located in a
special flood hazard area, the FDIC-super-
vised institution shall mail or deliver a writ-
ten notice to the borrower and to the
servicer in all cases whether or not flood in-
surance is available under the Act for the
collateral securing the loan.

(b) Contents of notice. The written notice
must include the following information:

(1) A warning, in a form approved by the
Director of FEMA, that the building or the
mobile home is or will be located in a special
flood hazard area;

(2) A description of the flood insurance
purchase requirements set forth in section
102(b) of the Flood Disaster Protection Act of
1973, as amended (42 U.S.C. 4012a(b));

(3) A statement, where applicable, that
flood insurance coverage is available under
the NFIP and may also be available from pri-
vate insurers; and

(4) A statement whether federal disaster
relief assistance may be available in the
event of damage to the building or mobile
home caused by flooding in a federally-de-
clared disaster.

(c) Timing of motice. The FDIC-supervised
institution shall provide the notice required
by paragraph (a) of this section to the bor-
rower within a reasonable time before the
completion of the transaction, and to the
servicer as promptly as practicable after the
FDIC-supervised institution provides notice
to the borrower and in any event no later
than the time the FDIC-supervised institu-
tion provides other similar notices to the
servicer concerning hazard insurance and
taxes. Notice to the servicer may be made
electronically or may take the form of a
copy of the notice to the borrower.

(d) Record of receipt. The FDIC-supervised
institution shall retain a record of the re-
ceipt of the notices by the borrower and the
servicer for the period of time the FDIC-su-
pervised institution owns the loan.

(e) Alternate method of notice. Instead of
providing the notice to the borrower re-
quired by paragraph (a) of this section, an
FDIC-supervised institution may obtain sat-
isfactory written assurance from a seller or
lessor that, within a reasonable time before
the completion of the sale or lease trans-
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action, the seller or lessor has provided such
notice to the purchaser or lessee. The FDIC-
supervised institution shall retain a record
of the written assurance from the seller or
lessor for the period of time the FDIC-super-
vised institution owns the loan.

(f) Use of prescribed form of notice. An FDIC-
supervised institution will be considered to
be in compliance with the requirement for
notice to the borrower of this section by pro-
viding written notice to the borrower con-
taining the language presented in appendix A
to this part within a reasonable time before
the completion of the transaction. The no-
tice presented in appendix A to this part sat-
isfies the borrower notice requirements of
the Act.

§339.10 Notice of servicer’s identity.

(a) Notice requirement. When an FDIC-super-
vised institution makes, increases, extends,
renews, sells, or transfers a loan secured by
a building or mobile home located or to be
located in a special flood hazard area, the
FDIC-supervised institution shall notify the
Director of FEMA (or the Director of
FEMA’s designee) in writing of the identity
of the servicer of the loan. The Director of
FEMA has designated the insurance provider
to receive the FDIC-supervised institution’s
notice of the servicer’s identity. This notice
may be provided electronically if electronic
transmission is satisfactory to the Director
of FEMA’s designee.

(b) Transfer of servicing rights. The FDIC-su-
pervised institution shall notify the Director
of FEMA (or the Director of FEMA’s des-
ignee) of any change in the servicer of a loan
described in paragraph (a) of this section
within 60 days after the effective date of the
change. This notice may be provided elec-
tronically if electronic transmission is satis-
factory to the Director of FEMA’s designee.
Upon any change in the servicing of a loan
described in paragraph (a) of this section, the
duty to provide notice under this paragraph
(b) shall transfer to the transferee servicer.

APPENDIX A TO PART 339—SAMPLE FORM
OF NOTICE OF SPECIAL FLOOD HAZ-
ARDS AND AVAILABILITY OF FEDERAL
DISASTER RELIEF ASSISTANCE

We are giving you this notice to inform
you that:

The building or mobile home securing the
loan for which you have applied is or will be
located in an area with special flood hazards.

The area has been identified by the Direc-
tor of the Federal Emergency Management
Agency (FEMA) as a special flood hazard
area using FEMA’s Flood Insurance Rate Map
or the Flood Hazard Boundary Map for the
following community: .
This area has at least a one percent (1%)
chance of a flood equal to or exceeding the
base flood elevation (a 100-year flood) in any
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given year. During the life of a 30-year mort-
gage loan, the risk of a 100-year flood in a
special flood hazard area is 26 percent (26%).

Federal law allows a lender and borrower
jointly to request the Director of FEMA to
review the determination of whether the
property securing the loan is located in a
special flood hazard area. If you would like
to make such a request, please contact us for
further information. The
community in which the property securing
the loan is located participates in the Na-
tional Flood Insurance Program (NFIP). Fed-
eral law will not allow us to make you the
loan that you have applied for if you do not
purchase flood insurance. The flood insur-
ance must be maintained for the life of the
loan. If you fail to purchase or renew flood
insurance on the property, federal law au-
thorizes and requires us to purchase the
flood insurance for you at your expense.

e Flood insurance coverage under the NFIP
may be purchased through an insurance
agent who will obtain the policy either di-
rectly through the NFIP or through an in-
surance company that participates in the
NFIP. Flood insurance also may be available
from private insurers that do not participate
in the NFIP.

e At a minimum, flood insurance pur-
chased must cover the lesser of:

(1) The outstanding principal balance of
the loan; or

(2) the maximum amount of coverage al-
lowed for the type of property under the
NFIP. Flood insurance coverage under the
NFIP is limited to the overall value of the
property securing the loan minus the value
of the land on which the property is located.

e Federal disaster relief assistance (usu-
ally in the form of a low-interest loan) may
be available for damages incurred in excess
of your flood insurance if your community’s
participation in the NFIP is in accordance
with NFIP requirements.

Flood insurance cov-
erage under the NFIP is not available for the
property securing the loan because the com-
munity in which the property is located does
not participate in the NFIP. In addition, if
the non-participating community has been
identified for at least one year as containing
a special flood hazard area, properties lo-
cated in the community will not be eligible
for federal disaster relief assistance in the
event of a federally-declared flood disaster.

PART 340—RESTRICTIONS ON SALE
OF ASSETS BY THE FEDERAL DE-
P(())SIT INSURANCE CORPORA-
TION

Sec.
340.1 What is the statutory authority for
the regulation, what are its purpose and

12 CFR Ch. lll (1-1-15 Edition)

scope, and can the FDIC have other poli-
cies on related topics?

340.2 Definitions.

340.3 What are the restrictions on the sale
of assets by the FDIC if the buyer wants
to finance the purchase with a loan from
the FDIC?

340.4 What are the restrictions on the sale
of assets by the FDIC regardless of the
method of financing?

340.5 Can the FDIC deny a loan to a buyer
who is not disqualified from purchasing
assets using seller-financing under this
regulation?

340.6 What is the effect of this part on
transactions that were entered into be-
fore its effective date?

340.7 When is a certification required, and
who does not have to provide a certifi-
cation?

340.8 Does this part apply in the case of a
workout, resolution, or settlement of ob-
ligations?

AUTHORITY: 12 U.S.C. 1819 (Tenth), 1821(p).

SOURCE: 656 FR 14818, Mar. 20, 2000, unless
otherwise noted.

§340.1 What is the statutory authority
for the regulation, what are its pur-
pose and scope, and can the FDIC
have other policies on related top-
ics?

(a) Authority. The statutory author-
ity for adopting this part is section
11(p) of the Federal Deposit Insurance
Act (FDI Act), 12 U.S.C. 1821(p). Sec-
tion 11(p) was added to the FDI Act by
section 20 of the Resolution Trust Cor-
poration Completion Act (Pub. L. 103-
204, 107 Stat. 2369 (1993)).

(b) Purpose. The purpose of this part
is to prohibit individuals or entities
who profited or engaged in wrongdoing
at the expense of an insured institu-
tion, or seriously mismanaged an in-
sured institution, from buying assets of
failed financial institutions from the
FDIC.

(c) Scope. The restrictions of this part
generally apply to assets of failed in-
stitutions owned or controlled by the
FDIC in any capacity, even though the
assets are not owned by the insured in-
stitution that the prospective pur-
chaser injured. Unless we determine
otherwise, this part does not apply to
the sale of securities in connection
with the investment of corporate and
receivership funds pursuant to the In-
vestment Policy for Liquidation Funds
managed by the FDIC as it is in effect
from time to time. In the case of a sale
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