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set forth in subchapter II of chapter 53
of title 31, United States Code and the
implementing regulations issued by the
Department of the Treasury at 31 CFR
Chapter X. The compliance program
must be written, approved by the na-
tional bank’s or savings association’s
board of directors, and reflected in the
minutes of the national bank or sav-
ings association.

(2) Customer identification program.
Each national bank and each savings
association is subject to the require-
ments of 31 U.S.C. 5318(1) and the im-
plementing regulations jointly promul-
gated by the OCC and the Department
of the Treasury at 31 CFR 1020.220,
which require a customer identifica-
tion program to be implemented as
part of the BSA compliance program
required under this section.

(d) Contents of compliance program.
The compliance program shall, at a
minimum:

(1) Provide for a system of internal
controls to assure ongoing compliance;

(2) Provide for independent testing
for compliance to be conducted by na-
tional bank or savings association per-
sonnel or by an outside party;

(3) Designate an individual or indi-
viduals responsible for coordinating
and monitoring day-to-day compliance;
and

(4) Provide training for appropriate
personnel.

(Approved by the Office of Management and
Budget under control number 1557-0180)

[62 FR 2859, Jan. 27, 1987, as amended at 68
FR 25111, May 9, 2003; 76 FR 6687, Feb. 8, 2011;
79 FR 28399, May 16, 2014]
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§22.1 Purpose and scope.

(a) 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).

(b) Scope. This part, except for §§22.6
and 22.8, applies to loans secured by
buildings or mobile homes located or
to be located in areas determined by
the Administrator of the Federal
Emergency Management Agency to
have special flood hazards. Sections
22.6 and 22.8 apply to loans secured by
buildings or mobile homes, regardless
of location.

§22.2 Definitions.

For purposes of this part:

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

(b) Administrator of FEMA means the
Administrator of the Federal Emer-
gency Management Agency.

(¢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
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) Federal savings association means,
for purposes of this part, a Federal sav-
ings association as that term is defined
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in 12 U.S.C. 1813(b)(2) and any service
corporations thereof.

(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) Mutual aid society means an orga-
nization—

(1) Whose members share a common
religious, charitable, educational, or
fraternal bond;

(2) That covers losses caused by dam-
age to members’ property pursuant to
an agreement, including damage
caused by flooding, in accordance with
this common bond; and

(3) That has a demonstrated history
of fulfilling the terms of agreements to
cover losses to members’ property
caused by flooding.

(1) National bank means a national
bank or a Federal branch or agency of
a foreign bank.

(j) NFIP means the National Flood
Insurance Program authorized under
the Act.

(k) Private flood insurance means an
insurance policy that:

(1) Is issued by an insurance company
that is:

(i) Licensed, admitted, or otherwise
approved to engage in the business of
insurance by the insurance regulator of
the State or jurisdiction in which the
property to be insured is located; or

(ii) Recognized, or not disapproved,
as a surplus lines insurer by the insur-
ance regulator of the State or jurisdic-
tion in which the property to be in-
sured is located in the case of a policy
of difference in conditions, multiple
peril, all risk, or other blanket cov-
erage insuring nonresidential commer-
cial property;

(2) Provides flood insurance coverage
that is at least as broad as the cov-
erage provided under an SFIP for the
same type of property, including when
considering deductibles, exclusions,
and conditions offered by the insurer.

§22.2

To be at least as broad as the coverage
provided under an SFIP, the policy
must, at a minimum:

(i) Define the term ‘‘flood” to include
the events defined as a ‘“‘flood” in an
SFIP;

(ii) Contain the coverage specified in
an SFIP, including that relating to
building property coverage; personal
property coverage, if purchased by the
insured mortgagor(s); other coverages;
and increased cost of compliance cov-
erage;

(iii) Contain deductibles no higher
than the specified maximum, and in-
clude similar non-applicability provi-
sions, as under an SFIP, for any total
policy coverage amount up to the max-
imum available under the NFIP at the
time the policy is provided to the lend-
er;

(iv) Provide coverage for direct phys-
ical loss caused by a flood and may
only exclude other causes of loss that
are excluded in an SFIP. Any exclu-
sions other than those in an SFIP may
pertain only to coverage that is in ad-
dition to the amount and type of cov-
erage that could be provided by an
SFIP or have the effect of providing
broader coverage to the policyholder;
and

(v) Not contain conditions that nar-
row the coverage provided in an SFIP;

(3) Includes all of the following:

(i) A requirement for the insurer to
give written notice 45 days before can-
cellation or non-renewal of flood insur-
ance coverage to:

(A) The insured; and

(B) The national bank or Federal sav-
ings association that made the des-
ignated loan secured by the property
covered by the flood insurance, or the
servicer acting on its behalf;

(ii) Information about the avail-
ability of flood insurance coverage
under the NFIP;

(iii) A mortgage interest clause simi-
lar to the clause contained in an SFIP;
and

(iv) A provision requiring an insured
to file suit not later than one year
after the date of a written denial of all
or part of a claim under the policy; and

(4) Contains cancellation provisions
that are as restrictive as the provisions
contained in an SFIP.
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§22.3

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

(m) 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.

(n) SFIP means, for purposes of
§§22.2(k), a standard flood insurance
policy issued under the NFIP in effect
as of the date private flood insurance is
provided to a national bank or Federal
savings association.

(0) 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 Adminis-
trator of FEMA.

(p) 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.

[80 FR 43240, July 21, 2015, as amended at 84
FR 4969, Feb. 20, 2019]

§22.3 Requirement to purchase flood
insurance where available.

(a) In general. A national bank or
Federal savings association shall not
make, increase, extend, or renew any
designated loan unless the building or
mobile 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 building or mobile home and any
personal property that secures a loan
and not the land itself.

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

(c) Private flood insurance—(1) Manda-
tory acceptance. A national bank or
Federal savings association must ac-
cept private flood insurance, as defined
in §22.2(k), in satisfaction of the flood
insurance purchase requirement in
paragraph (a) of this section if the pol-
icy meets the requirements for cov-
erage in paragraph (a) of this section.

(2) Compliance aid for mandatory ac-
ceptance. A national bank or Federal
savings association may determine
that a policy meets the definition of
private flood insurance in §22.2(k),
without further review of the policy, if
the following statement is included
within the policy or as an endorsement
to the policy: ‘“This policy meets the
definition of private flood insurance
contained in 42 U.S.C. 4012a(b)(7) and
the corresponding regulation.”

(3) Discretionary acceptance. A na-
tional bank or Federal savings associa-
tion may accept a flood insurance pol-
icy issued by a private insurer that is
not issued under the NFIP and that
does not meet the definition of private
flood insurance in §22.2(k) in satisfac-
tion of the flood insurance purchase re-
quirement in paragraph (a) of this sec-
tion if the policy:

(i) Provides coverage in the amount
required by paragraph (a) of this sec-
tion;

(ii) Is issued by an insurer that is li-
censed, admitted, or otherwise ap-
proved to engage in the business of in-
surance by the insurance regulator of
the State or jurisdiction in which the
property to be insured is located; or in
the case of a policy of difference in
conditions, multiple peril, all risk, or
other blanket coverage insuring non-
residential commercial property, is
issued by a surplus lines insurer recog-
nized, or not disapproved, by the insur-
ance regulator of the State or jurisdic-
tion where the property to be insured
is located;

(iii) Covers both the mortgagor(s)
and the mortgagee(s) as loss payees,
except in the case of a policy that is
provided by a condominium associa-
tion, cooperative, homeowners associa-
tion, or other applicable group and for
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which the premium is paid by the con-
dominium association, cooperative,
homeowners association, or other ap-
plicable group as a common expense;
and

(iv) Provides sufficient protection of
the designated loan, consistent with
general safety and soundness prin-
ciples, and the national bank or Fed-
eral savings association documents its
conclusion regarding sufficiency of the
protection of the loan in writing.

(4) Mutual aid societies. Notwith-
standing the requirements of para-
graph (c)(3) of this section, a national
bank or Federal savings association
may accept a plan issued by a mutual
aid society, as defined in §22.2(h), in
satisfaction of the flood insurance pur-
chase requirement in paragraph (a) of
this section if:

(i) The OCC has determined that such
plans qualify as flood insurance for
purposes of the Act;

(ii) The plan provides coverage in the
amount required by paragraph (a) of
this section;

(iii) The plan covers both the mort-
gagor(s) and the mortgagee(s) as loss
payees; and

(iv) The plan provides sufficient pro-
tection of the designated loan, con-
sistent with general safety and sound-
ness principles, and the national bank
or Federal savings association docu-
ments its conclusion regarding suffi-
ciency of the protection of the loan in
writing.

[80 FR 43240, July 21, 2015, as amended at 84
FR 4970, Feb. 20, 2019]

§22.4 Exemptions.

The flood insurance requirement pre-
scribed by §22.3 does not apply with re-
spect to:

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

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

(c) Any structure that is a part of
any residential property but is de-
tached from the primary residential
structure of such property and does not

§22.5

serve as a residence. For purposes of
this paragraph (c):

(1) ““A structure that is a part of a
residential property” is a structure
used primarily for personal, family, or
household purposes, and not used pri-
marily for agricultural, commercial,
industrial, or other business purposes;

(2) A structure is ‘‘detached” from
the primary residential structure if it
is not joined by any structural connec-
tion to that structure; and

(3) ‘““Serve as a residence’ shall be
based upon the good faith determina-
tion of the national bank or Federal
savings association that the structure
is intended for use or actually used as
a residence, which generally includes
sleeping, bathroom, or kitchen facili-
ties.

§22.5 Escrow requirement.

(a) In general—(1) Applicability. Ex-
cept as provided in paragraphs (a)(2) or
(c) of this section, a national bank or a
Federal savings association, or a
servicer acting on its behalf, shall re-
quire the escrow of all premiums and
fees for any flood insurance required
under §22.3(a) for any designated loan
secured by residential improved real
estate or a mobile home that is made,
increased, extended, or renewed on or
after January 1, 2016, payable with the
same frequency as payments on the
designated loan are required to be
made for the duration of the loan.

(2) Exceptions. Paragraph (a)(1) of this
section does not apply if:

(i) The loan is an extension of credit
primarily for business, commercial, or
agricultural purposes;

(ii) The loan is in a subordinate posi-
tion to a senior lien secured by the
same residential improved real estate
or mobile home for which the borrower
has obtained flood insurance coverage
that meets the requirements of
§22.3(a);

(iii) Flood insurance coverage for the
residential improved real estate or mo-
bile home is provided by a policy that:

(A) Meets the requirements of
§22.3(a);

(B) Is provided by a condominium as-
sociation, cooperative, homeowners as-
sociation, or other applicable group;
and
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§22.5

(C) The premium for which is paid by
the condominium association, coopera-
tive, homeowners association, or other
applicable group as a common expense;

(iv) The loan is a home equity line of
credit;

(v) The loan is a nonperforming loan,
which is a loan that is 90 or more days
past due and remains nonperforming
until it is permanently modified or
until the entire amount past due, in-
cluding principal, accrued interest, and
penalty interest incurred as the result
of past due status, is collected or oth-
erwise discharged in full; or

(vi) The loan has a term of no longer
than 12 months.

(38) Duration of exception. If a national
bank or Federal savings association, or
a servicer acting its behalf, determines
at any time during the term of a des-
ignated loan secured by residential im-
proved real estate or a mobile home
that is made, increased, extended, or
renewed on or after January 1, 2016,
that an exception under paragraph
(a)(2) of this section does not apply,
then the bank or savings association,
or the servicer acting on its behalf,
shall require the escrow of all pre-
miums and fees for any flood insurance
required under §22.3(a) as soon as rea-
sonably practicable and, if applicable,
shall provide any disclosure required
under section 10 of the Real Estate Set-
tlement Procedures Act of 1974 (12
U.S.C. 2609) (RESPA).

(4) Escrow account. The national bank
or Federal savings association, or a
servicer acting on its behalf, shall de-
posit the flood insurance premiums and
fees on behalf of the borrower in an es-
crow account. This escrow account will
be subject to escrow requirements
adopted pursuant to section 10 of
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 1is otherwise subject to
RESPA. Following receipt of a notice
from the Administrator of FEMA or
other provider of flood insurance that
premiums are due, the national bank
or Federal savings association, or a
servicer acting on its behalf, shall pay
the amount owed to the insurance pro-
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vider from the escrow account by the
date when such premiums are due.

(b) Notice. For any loan for which a
national bank or Federal savings asso-
ciation is required to escrow under
paragraphs (a)(1) or (c)(2) of this sec-
tion or may be required to escrow
under paragraphs (a)(3) of this section
during the term of the loan, the na-
tional bank or Federal savings associa-
tion, or a servicer acting on its behalf,
shall mail or deliver a written notice
with the notice provided under §22.9 in-
forming the borrower that the national
bank or Federal savings association is
required to escrow all premiums and
fees for required flood insurance, using
language that is substantially similar
to model clauses on the escrow require-
ment in appendix A to this part.

(c) Small lender exception—(1) Quali-
fication. Except as may be required
under applicable State law, paragraphs
(a), (b), and (d) of this section do not
apply to a national bank or Federal
savings association:

(i) That has total assets of less than
$1 billion as of December 31 of either of
the two prior calendar years; and

(ii) On or before July 6, 2012:

(A) Was not required under Federal
or State law to deposit taxes, insur-
ance premiums, fees, or any other
charges in an escrow account for the
entire term of any loan secured by resi-
dential improved real estate or a mo-
bile home; and

(B) Did not have a policy of consist-
ently and uniformly requiring the de-
posit of taxes, insurance premiums,
fees, or any other charges in an escrow
account for any loans secured by resi-
dential improved real estate or a mo-
bile home.

(2) Change in status. If a national
bank or Federal savings association
previously qualified for the exception
in paragraph (c)(1) of this section, but
no longer qualifies for the exception
because it had assets of $1 billion or
more for two consecutive calendar year
ends, the national bank or Federal sav-
ings association must escrow premiums
and fees for flood insurance pursuant
to paragraph (a) of this section for any
designated loan made, increased, ex-
tended, or renewed on or after July 1 of
the first calendar year of changed sta-
tus.
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(d) Option to escrow—(1) In general. A
national bank or Federal savings asso-
ciation, or a servicer acting on its be-
half, shall offer and make available to
the borrower the option to escrow all
premiums and fees for any flood insur-
ance required under §22.3 for any loan
secured by residential improved real
estate or a mobile home that is out-
standing on January 1, 2016, or July 1
of the first calendar year in which the
national bank or Federal savings asso-
ciation has had a change in status pur-
suant to paragraph (c)(2) of this sec-
tion, unless:

(i) The loan or the national bank or
Federal savings association qualifies
for an exception from the escrow re-
quirement under paragraphs (a)(2) or
(c) of this section, respectively;

(ii) The borrower is already
escrowing all premiums and fees for
flood insurance for the loan; or

(iii) The national bank or Federal
savings association is required to es-
crow flood insurance premiums and
fees pursuant to paragraph (a) of this
section.

(2) Notice. For any loan subject to
paragraph (d) of this section, the na-
tional bank or Federal savings associa-
tion, or a servicer acting on its behalf,
shall mail or deliver to the borrower no
later than June 30, 2016, or September
30 of the first calendar year in which
the national bank or Federal savings
association has had a change in status
pursuant to paragraph (c¢)(2) of this sec-
tion, a notice in writing, or if the bor-
rower agrees, electronically, informing
the borrower of the option to escrow
all premiums and fees for any required
flood insurance and the method(s) by
which the borrower may request the es-
crow, using language similar to the
model clause in appendix B.

(3) Timing. The national bank or Fed-
eral savings association or the servicer
acting on its behalf, must begin
escrowing premiums and fees for flood
insurance as soon as reasonably prac-
ticable after the bank or savings asso-
ciation, or servicer, receives the bor-
rower’s request to escrow.

[80 FR 43243, July 21, 2015]

§22.7

§22.6 Required use of standard flood
hazard determination form.

(a) Use of form. A national bank or
Federal savings association shall use
the standard flood hazard determina-
tion form developed by the Adminis-
trator 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 insurance is
available under the Act. The standard
flood hazard determination form may
be used in a printed, computerized, or
electronic manner. A national bank or
Federal savings association may obtain
the standard flood hazard determina-
tion form from FEMA’s Web site at
www.fema.gov.

(b) Retention of form. A national bank
or Federal savings association 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 or savings
association owns the loan.

§22.7 Force placement of flood insur-
ance.

(a) Notice and purchase of coverage. If
a national bank or Federal savings as-
sociation, or a servicer acting on behalf
of the bank or savings association, de-
termines at any time during the term
of a designated loan, that the building
or mobile home and any personal prop-
erty securing the designated loan is
not covered by flood insurance or is
covered by flood insurance in an
amount less than the amount required
under §22.3, then the national bank or
Federal savings association, or a
servicer acting on its behalf, shall no-
tify 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 §22.3, for the remaining term of
the loan. If the borrower fails to obtain
flood insurance within 45 days after no-
tification, then the national bank or
Federal savings association, or its
servicer, shall purchase insurance on
the borrower’s behalf. The national
bank or Federal savings association, or
its servicer, may charge the borrower
for the cost of premiums and fees in-
curred in purchasing the insurance, in-
cluding premiums or fees incurred for

633



§22.8

coverage beginning on the date on
which flood insurance coverage lapsed
or did not provide a sufficient coverage
amount.

(b) Termination of force-placed insur-
ance—(1) Termination and refund. With-
in 30 days of receipt by a national bank
or Federal savings association, or by a
servicer acting on its behalf, of a con-
firmation of a borrower’s existing flood
insurance coverage, the national bank
or Federal savings association, or its
servicer, shall:

(i) Notify the insurance provider to
terminate any insurance purchased by
the national bank or Federal savings
association, or its servicer, under para-
graph (a) of this section; and

(ii) Refund to the borrower all pre-
miums paid by the borrower for any in-
surance purchased by the national
bank or Federal savings association, or
by its servicer, under paragraph (a) of
this section during any period during
which the borrower’s flood insurance
coverage and the insurance coverage
purchased by the national bank or Fed-
eral savings association, or its servicer,
were each in effect, and any related
fees charged to the borrower with re-
spect to the insurance purchased by
the national bank or Federal savings
association, or its servicer, during such
period.

(2) Sufficiency of demonstration. For
purposes of confirming a borrower’s ex-
isting flood insurance coverage under
paragraph (b) of this section, a na-
tional bank or Federal savings associa-
tion, or a servicer acting on its behalf,
shall accept from the borrower an in-
surance policy declarations page that
includes the existing flood insurance
policy number and the identity of, and
contact information for, the insurance
company or agent.

§22.8 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
national bank or Federal savings asso-
ciation, or a servicer acting on behalf
of the national bank or Federal savings
association, may charge a reasonable
fee for determining whether the build-
ing or mobile home securing the loan is
located or will be located in a special
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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 Administrator of
FEMA'’s revision or updating of flood
plain areas or flood-risk zones;

(3) Reflects the Administrator of
FEMA'’s publication of a notice or com-
pendium that:

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

(ii) By determination of the Adminis-
trator of FEMA, may reasonably re-
quire a determination whether the
building or mobile home securing the
loan is located 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 §22.7.

(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.

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

(a) Notice requirement. When a na-
tional bank or Federal savings associa-
tion makes, increases, extends, or re-
news a loan secured by a building or a
mobile home located or to be located in
a special flood hazard area, the bank or
savings association shall mail or de-
liver 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 collateral secur-
ing 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 Administrator of FEMA, that the
building or the mobile home is or will
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be located 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 from private insurance companies
that issue standard flood insurance
policies on behalf of the NFIP or di-
rectly from the NFIP;

(4) A statement that flood insurance
that provides the same level of cov-
erage as a standard flood insurance pol-
icy under the NFIP also may be avail-
able from a private insurance company
that issues policies on behalf of the
company;

(5) A statement that the borrower is
encouraged to compare the flood insur-
ance coverage, deductibles, exclusions,
conditions, and premiums associated
with flood insurance policies issued on
behalf of the NFIP and policies issued
on behalf of private insurance compa-
nies and that the borrower should di-
rect inquiries regarding the avail-
ability, cost, and comparisons of flood
insurance coverage to an insurance
agent; and

(6) 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 national
bank or Federal savings association
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 prac-
ticable after the bank or savings asso-
ciation provides notice to the borrower
and in any event no later than the time
the bank or savings association pro-
vides 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 bor-
rower.

(d) Record of receipt. The national
bank or Federal savings association
shall retain a record of the receipt of
the notices by the borrower and the

§22.10

servicer for the period of time it 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 national bank or Federal sav-
ings association may obtain satisfac-
tory written assurance from a seller or
lessor that, within a reasonable time
before the completion of the sale or
lease transaction, the seller or lessor
has provided such notice to the pur-
chaser or lessee. The national bank or
Federal savings association shall re-
tain a record of the written assurance
from the seller or lessor for the period
of time it owns the loan.

(f) Use of sample form of notice. A na-
tional bank or Federal savings associa-
tion will be considered to be in compli-
ance 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.

[80 FR 43240, July 21, 2015, as amended at 80
FR 43244, July 21, 2015]

§22.10 Notice of servicer’s identity.

(a) Notice requirement. When a na-
tional bank or Federal savings associa-
tion 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, it shall notify the Administrator
of FEMA (or the Administrator’s des-
ignee) in writing of the identity of the
servicer of the loan. The Administrator
of FEMA has designated the insurance
provider to receive the national bank’s
or Federal savings association’s notice
of the servicer’s identity. This notice
may be provided electronically if elec-
tronic transmission is satisfactory to
the Administrator of FEMA’s designee.

(b) Transfer of servicing rights. The na-
tional bank or Federal savings associa-
tion shall notify the Administrator of
FEMA (or the Administrator’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
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may be provided electronically if elec-
tronic transmission is satisfactory to
the Administrator 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 22—SAMPLE FORM
OF NOTICE OF SPECIAL FLOOD HAZ-
ARDS AND AVAILABILITY OF FEDERAL
DISASTER RELIEF ASSISTANCE

NOTICE OF SPECIAL FLOOD HAZARDS 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 Admin-
istrator of the Federal Emergency Manage-
ment Agency (FEMA) as a special flood haz-
ard area using FEMA’s Flood Insurance Rate
Map or the Flood Hazard Boundary Map for
the following community: . This area has
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 mortgage 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 Administrator of
FEMA to review the determination of wheth-
er 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 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 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 building or mobile home
and any personal property that secures your
loan and not the land itself.

12 CFR Ch. | (1-1-24 Edition)

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.

e Although you may not be required to
maintain flood insurance on all structures,
you may still wish to do so, and your mort-
gage lender may still require you to do so to
protect the collateral securing the mortgage.
If you choose not to maintain flood insur-
ance on a structure and it floods, you are re-
sponsible for all flood losses relating to that
structure.

Availability of Private Flood Insurance
Coverage

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 that provides the
same level of coverage as a standard flood in-
surance policy under the NFIP may be avail-
able from private insurers that do not par-
ticipate in the NFIP. You should compare
the flood insurance coverage, deductibles,
exclusions, conditions, and premiums associ-
ated with flood insurance policies issued on
behalf of the NFIP and policies issued on be-
half of private insurance companies and con-
tact an insurance agent as to the avail-
ability, cost, and comparisons of flood insur-
ance coverage.

[Escrow Requirement for Residential Lioans

Federal law may require a lender or its
servicer to escrow all premiums and fees for
flood insurance that covers any residential
building or mobile home securing a loan that
is located in an area with special flood haz-
ards. If your lender notifies you that an es-
crow account is required for your loan, then
you must pay your flood insurance premiums
and fees to the lender or its servicer with the
same frequency as you make loan payments
for the duration of your loan. These pre-
miums and fees will be deposited in the es-
crow account, which will be used to pay the
flood insurance provider.]

_ 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.

[80 FR 43244, July 21, 2015]
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APPENDIX B TO PART 22—SAMPLE
CLAUSE FOR OPTION TO ESCROW FOR
OUTSTANDING LOANS

Escrow Option Clause

You have the option to escrow all pre-
miums and fees for the payment on your
flood insurance policy that covers any resi-
dential building or mobile home that is lo-
cated in an area with special flood hazards
and that secures your loan. If you choose
this option:

e Your payments will be deposited in an es-
crow account to be paid to the flood insur-
ance provider.

e The escrow amount for flood insurance
will be added to the regular mortgage pay-
ment that you make to your lender or its
servicer.

e The payments you make into the escrow
account will accumulate over time and the
funds will be used to pay your flood insur-
ance policy when your lender or servicer re-
ceives a notice from your flood insurance
provider that the flood insurance premium is
due.

To choose this option, follow the instruc-
tions below. If you have any questions about
the option, contact [Insert Name of Lender
or Servicer] at [Insert Contact Information].

[Insert Instructions for Selecting to Es-
crow]

[80 FR 43244, July 21, 2015]

PART 23—LEASING

Subpart A—General Provisions
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23.2
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23.6
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Requirement for separate records.

Application of lending limits; restric-
tions on transactions with affiliates.

Subpart B—CEBA Leases
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23.12 Transition rule.
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23.20 General rule.
23.21 Estimated residual value.
23.22 Transition rule.

AUTHORITY: 12 U.S.C. 1 et seq., 24(Seventh),
24(Tenth), and 93a.

SOURCE: 61 FR 66560, Dec. 18, 1996, unless
otherwise noted.

§23.2

Subpart A—General Provisions

§23.1 Authority, purpose, and scope.

(a) Authority. A national bank may
engage in personal property lease fi-
nancing transactions pursuant to 12
U.S.C. 24(Seventh) or 12 TU.S.C.
24(Tenth).

(b) Purpose. The purpose of this part
is to set forth standards for personal
property lease financing transactions
authorized for national banks.

(c) Scope. This part applies to the ac-
quisition of personal property by a na-
tional bank for the purpose of, or in
connection with, the leasing of that
property.

§23.2 Definitions.

(a) Affiliate means an affiliate as de-
scribed in §23.6.

(b) Capital and surplus means:

(1) For qualifying community bank-
ing organizations that have elected to
use the community bank leverage ratio
framework, as set forth under the
OCC’s Capital Adequacy Standards at
part 3 of this chapter:

(i) A qualifying community banking
organization’s tier 1 capital, as used
under §3.12 of this chapter; plus.

(ii) A qualifying community banking
organization’s allowance for loan and
lease losses or adjusted allowances for
credit losses, as applicable, as reported
in the Consolidated Reports of Condi-
tion and Income (Call Report); or

(2) For all other national banks:

(i) A bank’s tier 1 and tier 2 capital
calculated under the OCC’s risk-based
capital standards set forth in part 3 of
this chapter, as applicable, as reported
in the Call Report; plus

(ii) The balance of a bank’s allowance
for loan and lease losses or adjusted al-
lowances for credit losses, as applica-
ble, not included in the bank’s Tier 2
capital, for purposes of the calculation
of risk-based capital described in para-
graph (b)(2)(i) of this section, as re-
ported in the Call Report.

(c) CEBA Lease means a personal
property lease authorized under 12
U.S.C. 24(Tenth).

(d) Conforming lease means:

(1) A CEBA Lease that conforms with
the requirements of subparts A and B
of this part; or
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