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1928 Flood Control Act  

Declared control of Mississippi River a national 
issue and cost should be borne by the nation 

National Flood Insurance Act of 1968 

Created National Flood Insurance Program and 
made flood insurance available to owners of 
improved real estate in participating 
communities for the first time.  

Flood Disaster Protection Act of 1973

Created regulated lender responsibilities and 
made purchase of flood insurance mandatory for 
property in Special Flood Hazard Areas 

National Flood Ins Reform Act of 1994 

Substantially changes, such as escrow for flood 
premiums, civil money penalties added, 
mandatory force-placement, etc.

Biggert-Waters Flood Ins Reform Act of 2012 

Increased coverage for multi-family structures, 
increased premiums and NFIP changes, and 
significantly increased penalties for non-
compliance

Homeowner Flood Ins Affordability Act of 2014 

Rolled back some rate hikes, mandatory escrow 
on consumer loans and implemented optional 
low-value detached buildings on residential 
property

1



Financial Solutions – November 2021

Flood Insurance Update

3

FEMA has updated the NFIP’s pricing methodology to 
communicate flood risk more clearly, so policyholders 
can make more informed decisions on the purchase of 
adequate insurance and on mitigation actions to 
protect against the perils of flooding.

The NFIP provides about $1.3 trillion in coverage for 
more than 5 million policyholders in 22,500 
communities across the nation.

The 21st century rating system, Risk Rating 2.0—Equity 
in Action, provides actuarially sound rates that are 
equitable and easy to understand. It transforms a 
pricing methodology that has not been updated in 50 
years by leveraging improved technology and FEMA’s 
enhanced understanding of flood risk.

NFIP Risk Rating 2.0—Equity in Action

▪ To provide more equity, FEMA now has the capability and tools to address rating disparities 
by incorporating more flood risk variables. These include flood frequency, multiple flood types—
river overflow, storm surge, coastal erosion and heavy rainfall—distance to a water source and 
property characteristics such as elevation and the cost to rebuild.

▪ The cost to rebuild is key to an equitable distribution of premiums across all policyholders because 
it is based on the value of their home and the unique flood risk of their property. This has been an 
industry standard for years.

▪ FEMA is conscious of the far-reaching economic impacts COVID-19 has had on the nation and 
existing policyholders and is taking a phased approach to rolling out the new rates.
▪ Phase I: New policies beginning Oct. 1, 2021 will be subject to the new rating methodology. Also beginning Oct. 1, 

existing policyholders eligible for renewal will be able to take advantage of immediate decreases in their premiums.
▪ Phase II: All remaining policies renewing on or after April 1, 2022 will be subject to the new rating methodology. 

▪ To learn more about Risk Rating 2.0 and to get the most up-to-date information, please visit 
www.FEMA.gov/NFIPTransformation .
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Why FEMA is Undertaking Risk Rating 2.0

▪ FEMA is committed to building a culture of preparedness across the nation. Purchasing flood insurance is 
the first line of defense against flood damage and a step toward a quicker recovery following a flood.

▪ Since the 1970s, rates have been predominantly based on relatively static measurements, emphasizing a 
property’s elevation within a zone on a Flood Insurance Rate Map (FIRM).  This does not incorporate as 
many flooding variables as Risk Rating 2.0. Risk Rating 2.0 is not just a minor improvement, but a 
transformational leap forward. Risk Rating 2.0 enables FEMA to set rates that are fairer and ensures rate 
increases and decreases are both equitable.

▪ FEMA is building on years of investment in flood hazard information by incorporating private sector data 
sets, catastrophe models and evolving actuarial science.  With Risk Rating 2.0, FEMA now has the 
capability and tools to address rating disparities by incorporating more flood risk variables. These include 
▪ Flood frequency, 
▪ Multiple flood types—river overflow, storm surge, coastal erosion and heavy rainfall—and 
▪ Distance to a water source along with property characteristics such as elevation and the cost to rebuild.

▪ Currently, policyholders with lower-valued homes are paying more than their share of the risk while 
policyholders with higher-valued homes are paying less than their share. Because Risk Rating 2.0 considers 
rebuilding costs, FEMA can equitably distribute premiums across all policyholders based on home value and 
a property’s unique flood risk. 5

What’s NOT Changing with Risk Rating 2.0

▪ Limiting Annual Premium Increases
Existing statutory limits on rate increases require that most rates not increase more than 18% per year.

▪ Using Flood Insurance Rate Maps (FIRMs) for Mandatory Purchase and Floodplain Management
FEMA’s flood map data informs the catastrophe models used in the development of rates under Risk 
Rating 2.0. That is why critical flood mapping data is necessary and essential for communities. It informs 
floodplain management building requirements and the mandatory purchase requirement.

▪ Maintaining Features
We are maintaining features to simplify the transition to Risk Rating 2.0 by offering premium discounts 
to eligible policyholders. This means:
• FEMA will continue to offer premium discounts for pre-FIRM subsidized and newly mapped properties.
• Policyholders will still be able to transfer their discount to a new owner by assigning their flood insurance policy when 

their property changes ownership.
• And, discounts to policyholders in communities who participate in the Community Rating System will continue. 

Communities will continue to earn National Flood Insurance Program rate discounts of 5% - 45% based on the 
Community Rating System classification. However, since Risk Rating 2.0 does not use flood zones to determine flood 
risk, the discount will be uniformly applied to all policies throughout the participating community, regardless of 
whether the structure is inside or outside of the Special Flood Hazard Area.
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SUMMARY:  Lender Responsibilities

▪ Determine if structure in high-risk zone (SFHA) 
▪ Flood Zones beginning with an “A” or a “V”
▪ Lender is responsible for accurate determination
▪ If using vendor, they must guarantee their determination

▪ Document determination on standard form (SFHDF)

▪ If in SFHA, notify borrower flood insurance is required 

▪ If in SFHA, require adequate flood insurance

▪ Require escrow of flood insurance premiums if other items (e.g., taxes, hazard insurance, etc.) are 
escrowed

▪ During term of loan, ensure sufficient amount of flood insurance continuous coverage is 
maintained.  Force place flood insurance, if appropriate 

▪ Mandatory acceptance of comparable private flood insurance policies
▪ Discretionary acceptance possible 8
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FDPA Small Loan Exemption

▪ The 1994 Reform Act provides an exemption from the mandatory purchase 
requirements for any loan made with an original outstanding principal balance of 
$5,000 or less, and with a repayment term of 1 year or less. 
▪ BOTH criteria must be met in order for this exemption to apply. 

▪ There is no exemption for home equity or second mortgage loans unless they meet 
these exceptions.

9

Flood Insurance Coverage Amount

▪ The minimum required coverage for flood insurance whether purchased by the borrower 
or force placed by the lender is the lesser of these 3 criteria:

1. Insurable value (value of the structure(s))
a. Appraised value less land value
b. Insurable value of the structures {ACV versus RCV}
c. Fair market value

2. Outstanding principal balance of the loan(s)  
3. Maximum available through the NFIP

10
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NFIP Maximum Coverage Limits

Building Coverage Emergency Program Regular Program

Single Family Dwelling $35,000 $250,000
2 – 4 Family Dwelling $35,000 $250,000
Other Residential
(5+ Family Dwelling)

$100,000 $500,000

Non-Residential $100,000 $500,000
Contents Coverage
Residential $10,000 $100,000
Other Residential $10,000 $100,000
Non-Residential $100,000 $500,000

11

NFIP’s Two Program Phases

▪ Emergency Program
▪ Interim program for communities just entering the NFIP.  Provides lower levels of flood 

insurance on eligible structures at subsidized rates.  
▪ Communities will be admitted to Regular Program upon completion of specific flood plain 

management requirements.

▪ Regular Program
▪ Upon completion of detailed study and a flood insurance rate map (FIRM), full insurance 

coverage is provided for eligible structures. 
▪ Communities must execute flood plain management responsibilities per FEMA’s directives.

12
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RCV versus ACV:  Determined by Property Type
What Will the Flood Insurance Policy Pay? 

Replacement Cost Value (RCV)

▪ Primary or principal residences

▪ Cost value of the entire property 
less the land value (which is not 
insurable)

Actual Cash Value (ACV)

▪ Second and vacation homes

▪ Commercial structures

▪ Structure contents

▪ Cost value less land and physical 
depreciation 
▪ RCV minus depreciation

13

When to Check Flood Status?

M
MAKING
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REFINANCING

E
EXTENDING

14

7



Financial Solutions – November 2021

Flood Insurance Update

Flood Notice Requirements

Upon MIRE for a designated loan (determination reflected high risk area!):

▪ Mail or deliver a written notice to borrower and servicer in all cases whether or not flood 
insurance is available
▪ Notice to borrower cannot be re-used like an old determination (copy old, update w/new date)
▪ Must be provided a “reasonable” time prior to closing to allow borrower to obtain insurance

▪ Reasonable is generally considered to be 10 days 

▪ You must provide notice each time, even if flood insurance is in place at origination of 
subsequent loan!

▪ Bank must retain a record of borrower’s and servicer’s receipt of the notices for life of the 
loan. 
▪ Borrower MUST acknowledge receipt.  Must prove receipt by borrower!

15

Flood Determination Process

SFHA in Participating 
Properties 

• Perform  flood 
determination 
before completion 
of underwriting

• Deliver notice to 
borrowers and 
document receipt

• Confirm adequate 
insurance BEFORE 
closing

• Retain records in 
file over life of loan

SFHA Non-Participating 
Properties
• Perform  flood 

determination before 
completion of 
underwriting

• Deliver notice to 
borrowers and 
document receipt

• Retain records in file 
over life of loan

Non-SFHA Properties 
(Part or Non-Part)
• Perform flood 

determination before 
completion of 
underwriting

• Retain records in file 
over life of loan

16
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Borrower Notice Requirements

▪ Notices must be given regardless of community participation and must include: 
▪ Fact that flood insurance under the NFIP is available from insurance companies or from NFIP 

directly;  
▪ Flood insurance that provides same level of coverage as an NFIP policy may be available from 

private insurance companies; and  
▪ Borrowers are encouraged to compare policies. 

▪ Must retain a record of borrower and loan servicer receipt.
▪ Regs require bank to retain borrower acknowledgement.  Notice must be SIGNED to comply 

with the requirement!!!

▪ If multiple applicants, lender may decide which applicant to receive the required 
notice.

17

Using Previous Determinations

▪ May re-use when increasing, extending, renewing or purchasing a loan 

▪ Cannot be reused when making a new loan 

▪ Exceptions: Refinancing or assumption by same lender who obtained original 
determination and multiple loans to the same borrower only if: 
▪ It is less than 7 years old and
▪ No new or revised maps have been issued since the original was issued

18
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Key Requirements

▪ If in Zone A or Zone V, you must:
▪ Notify borrower(s)
▪ Purchase flood insurance AND
▪ Maintain flood insurance for life of the loan

▪ Life of loan monitoring – must maintain flood insurance for life of the designated loan

▪ Content insurance – required only if security for the designated loan

▪ Differences in Insurance Policy vs. Standard Flood Hazard Determination Form 
▪ Use the more hazardous flood zone 
▪ Effect of grandfathering 

19

Detached Structure Exemption

▪ Must be more than one building

▪ One building must serve as a residence

▪ Detached structure purpose must be personal, family or household but CANNOT be 
a residence.

▪ Loan purpose DOES NOT matter.   Structure purpose DOES matter.

▪ But, does the detached structure add value to the overall property????

10
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Mandatory Flood Insurance Rules  Effective January 1, 2016

▪ Applies to loans that experience a triggering 
event (e.g. made, increased, extended or 
renewed)

▪ A map change does NOT constitute a 
triggering event and you will not be required 
to escrow flood insurance premiums and 
fees based solely on that change.
▪ But, understand that upon next MIRE, all flood 

responsibilities are triggered!

21

Flood Insurance Escrow Provisions

▪ Insurance premiums required to be escrowed for residential improved real estate if escrow is 
established for other payments AND flood insurance is required (Before January 1, 2016)
▪ This applies to Consumer purpose loans only.

▪ Lenders must escrow for flood insurance premiums for loans secured by residential 
improved real estate or a mobile home experiencing a MIRE triggering event after January 1, 
2016  (Appendix A Model Notice)

▪ By June 30, 2016, Lenders must offer escrow for existing consumer designated loans in 
portfolio as of January 1, 2016 (Appendix B Notice)

▪ During the life of the loan, Lenders must offer escrow for designated loans that have lost 
their exception status as soon as reasonably practicable after status change (Appendix B 
Notice)

▪ Lender must offer escrow to all designated loans if the Lender loses its small lender status 
by September 30th of the year in which it loses its status (Appendix B Notice)

22
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HFIAA Loan-Related Escrow Exceptions

▪ Extension of credit primarily for business, commercial or agricultural purposes even if secured by residential 
real estate 

▪ Loan is in a subordinate position to a senior lien secured by same property for which flood insurance is being 
provided 

▪ Property is covered by a flood insurance policy that is provided by condominium, cooperative or homeowners 
association 
▪ Covered by a flood insurance policy that meets mandatory purchase requirements in the proper amount
▪ Policy must be provided by the association
▪ Applicable group must pay premium as a common expense

▪ Home equity line of credit  (HELOC)

▪ Nonperforming loan (90 or more days past due)

▪ Loan for a term not longer than 12 months 

▪ When loan no longer qualifies for a loan exception, must begin escrowing as soon as reasonably practicable.
23

BWA Small Lender Exception

▪ Lenders are exempt from mandatory escrow requirement if:
▪ Lender has less than $1 billion* in assets as of 12/31 at end of either of the 2 prior calendar years, and
▪ On or before July 6, 2012, the institution 

▪ Was not required under Federal or State law to escrow taxes or insurance for the entire term of any loan; and 
▪ Did not have a policy of consistently and uniformly requiring the deposit of taxes, insurance premiums, fees or any 

other charges in escrow 

▪ Examples: 
▪ Lender A has assets of $998 million on December 31, 2014 and $1.01 billion on December 31, 2015. 

▪ Lender A qualifies for the asset-based exception for 2016 

▪ Lender B has assets of $1.01 billion on December 31, 2015 and $1.02 billion on December 31, 2016. 
▪ Lender B does not qualify for the exception for 2017 
▪ Lender B must begin escrowing for loans MIRE’d on or after July 1, 2017 

24* $1 billion is statutory and is NOT indexed to the CPI
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Change in Small Lender Status

▪ If Institution no longer qualifies because it had assets of $1 billion or more for 2 
consecutive years, the institution must: 
▪ Escrow for any Designated Loans MIRE’d on or after July 1  of calendar year following loss of 

status and provide Appendix A notice
▪ Offer existing Designated Loans that are not exceptions as of July 1st of calendar year 

following the loss of status
▪ Must provide  notice of the option to escrow by September 30 of  first calendar year in which it has a change 

in status 

▪ Must begin escrowing as soon as reasonably  practicable after receiving borrower’s request to  
escrow

25

When to Force Place?

▪ Lender determines at any time during the life of the loan that property securing the loan is located in 
SFHA, Lender must provide the borrower a 45-day notice
▪ You may force place flood insurance at the time of lapse

▪ Flood insurance is available; 

▪ Flood insurance is inadequate or does not exist; and 

▪ After required 45-day notice, if the borrower fails to purchase the appropriate amount of coverage. 
▪ Lender must first notify the borrower of the need to carry adequate flood insurance coverage. 
▪ The law does not specify the precise wording of this notice, so lenders and servicers should give a close reading to the statute

and regulations for guidance. 
▪ The notice must state that the borrower must at his or her expense obtain flood insurance that is not less than the amount 

required by law.

26
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Force Placement of Insurance

Force-place insurance.

May charge borrower premiums and fees for coverage beginning on date the insurance lapsed or was insufficient; collect on Day 46. 
Lender must terminate overlapping coverage within 30 days of confirmation of borrower’s coverage.  Must accept Dec Page as proof.

Allow Borrower time to purchase insurance.

Lender or servicer must purchase the insurance on behalf of the borrower and may charge the borrower for the cost of premiums and fees incurred , but 
cannot collect $$ until Day 46. 

Send 45 day letter.

Force placement applies to any loan, residential (first and junior liens) or commercial, whether or not escrow is required when lender determines sufficient 
flood insurance coverage is not in place.

27

NFIP Policy 30-Day Waiting Periods

▪ Effective 10/1/2013 – No exception for “lender-required” policies without “loan 
transaction”
▪ Portfolio review purchases no longer an exception and will have the 30 day waiting period 

imposed

▪ Exceptions are provided for:
▪ Initial purchase in connection with MIRE of a loan
▪ Initial purchase during 13-month period beginning on effective date of map revision (1 day wait)
▪ Wildfire exception for private land (within 60 days after the fire containment date on Federal 

land that exacerbated the post-wildfire conditions increasing risk of flood )

28
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Force Placement of Flood Insurance

▪ If the borrower cannot or refuses to provide the required amount of flood insurance or 
allows coverage to lapse during  loan term, the bank must notify the borrower and force 
place insurance on the expiration of 45 days from the notification. 
▪ Bank may charge the insurance cost to the borrower - -

▪ If the note allows you to add insurance cost to the principal.
▪ Insurance should date back to the date the coverage lapsed.
▪ Lender may charge the borrower the premium amount to cover this period, but cannot collect until Day 

46!

▪ If the borrower provides proof of coverage after flood insurance is force placed, the lender 
must cancel the forced placed coverage and refund any premium covering the overlapping 
period to the borrower within 30 days of receiving evidence of the borrower’s coverage. 

▪ It is not intended for use at loan origination. If a borrower refuses to obtain flood insurance 
coverage as a condition of obtaining a loan, the loan is deficient and is not to be made.

29
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FEMA Policy Expiration Grace Period

▪ FEMA extended the NFIP flood insurance policy grace period following expiration from 30 
calendar days to 120 calendar days in its Bulletin W-20002.  This applies ONLY to policies 
with expiration dates between February 13 and June 15, 2020.

▪ No changes have been made to the force-placement rules

▪ Regulators encourage banks to work with borrowers impacted by COVID-19.  When 
borrowers impacted by COVID-19 trigger a MIRE event, creditors may:
▪ Rely temporarily on a previous flood determination that would normally not qualify for subsequent 

reliance
▪ Delay escrow account establishment until after the COVID-19 national emergency
▪ Delay providing written notice of flood hazards requiring flood insurance at origination, if absolutely 

necessary, until after the emergency or choose another notice method (email or telephone).  Document 
why the delay was appropriate and provide notice as soon as possible.
▪ Right in the midst of hurricane season!!!!

COVID-19 Force-Place Options

The bank has two options to accommodate the NFIP grace period extension

▪ Send force-place letter as usual
▪ Advise borrower they now have 120 days to pay premium

▪ Force-place immediately
▪ Force-place at end of 45 days
▪ Force-place at end of 120 day grace period

▪ Send force-place letter 45 days before end of 120-day period
▪ Advise borrower they now have 45 days to pay premium renewal

▪ Force-place immediately or at end of 45-day notice period which coincides with end of 120-day renewal period

16
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OCC COVID-19 FAQs
https://occ.gov/topics/supervision-and-examination/bank-operations/covid-19-
information/covid-19-faqs-for-national-banks-and-fsa.html

▪ How does FEMA Bulletin W-20002 affect the force placement requirement under the Flood Disaster Protection Act 
and the implementing regulation?

▪ The Federal Emergency Management Agency (FEMA) announced in Bulletin W-20002 that the grace period to renew 
National Flood Insurance Program (NFIP) policies that expire between February 13, 2020, and June 15, 2020, (FEMA 
emergency period) has been extended from 30 days to 120 days due to the COVID-19 emergency.

▪ OCC’s flood insurance force placement regulation (12 CFR 22.7) provides that when a bank makes a determination that the 
flood insurance policy covering a designated loan has expired, it must notify the borrower. If the borrower does not provide 
evidence of sufficient coverage within 45 days after notification, the bank must force place flood insurance.

▪ In light of Bulletin W-20002, for NFIP policies expiring during the FEMA emergency period, the OCC does not expect to take 
supervisory or enforcement action against a bank for reasonable delays in complying with the requirements of 12 CFR 22.7 
in connection with the 120-day grace period, provided that the bank made good faith efforts to support borrowers and comply 
with the force placement requirements, as well as responded to any needed corrective action identified in supervisory 
feedback.

▪ Banks should be aware that if they force place flood insurance for NFIP policies that expire during the FEMA emergency 
period prior to the expiration of the 120-day grace period and the borrower pays the premium by the end of the 120-day 
grace period, then the bank would be required to refund the borrower for any overlapping flood insurance coverage.

33

OCC COVID-19 FAQs
Banks Must Make “Good Faith Efforts” to Support Borrowers

▪ The grace period extension has important ripple effects. Generally, if a borrower’s flood insurance 
lapses, the regulated entity must send a notice of the requirement to maintain sufficient flood 
insurance for the term of the loan. If the borrower has not purchased sufficient flood insurance 
within 45 days after the notification, the regulated entity must place adequate flood insurance on 
the borrower’s behalf. However, in response to the FEMA extension of the grace period, at least 
one regulator (the Office of the Comptroller of the Currency (the “OCC”)) has stated that it “does not 
expect” to take supervisory or enforcement action against its regulated entities for reasonable 
delays in complying with the 45-day force placement requirement in connection with the extended 
grace period, provided the entity made good faith efforts to support borrowers and comply with the 
force placement requirements, and responded to any needed corrective action identified in 
supervisory feedback.

▪ In a letter provided to certain trade industry organizations, the OCC provides two examples: (i) the 
regulated entity may provide the required notice after determining the flood policy has expired, but 
must also indicate in the notice that the NFIP grace period has been extended for 120 days, or (ii) a 
regulated entity may delay providing the notice until 45 days prior to the end of the extended grace 
period. At the end of the grace period, the regulated entity must force place flood insurance on the 
borrower’s behalf if the borrower has not secured adequate flood insurance.

34
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▪ The OCC notes that if the regulated entity force places flood insurance on a policy 
that expires during the declared emergency period prior to the end of the grace 
period, and the borrower pays the related premium prior to the end of his or her 
grace period, the regulated entity must refund the borrower for any overlap. This is 
consistent with other provisions in the regulations which prohibit double charging of 
borrowers for flood insurance policies.

▪ Generally the agencies regulating entities in connection with flood insurance 
requirements act in lockstep. The OCC was the first to publicly announce application 
of the grace period to the force placement requirement.

35

OCC COVID-19 FAQs
Banks Must Refund Overlapping Premiums to Borrowers

Private Flood Insurance Final Regulations

▪ The final rule covers four key provisions effective July 1, 2019:

▪ Mandatory Acceptance of Private Flood Insurance

▪ Compliance Aid Provision for Mandatory Acceptance

▪ Discretionary Acceptance of Private Flood Insurance

▪ Coverage by Mutual Aid Societies

▪ The Biggert-Waters Act requires institutions to accept private flood insurance that meets both 
▪ The statutory definition of private flood insurance, and 
▪ The mandatory purchase requirement.

36
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Statutory Definition of Private Insurance Policy
Part 1

▪ ALL conditions must be satisfied for the statutory definition to be met.  EXTREMELY 
IMPORTANT when talking about mandatory acceptance provisions requiring 
acceptance of private flood insurance policies.

▪ An insurance policy that:
▪ Is issued by an insurance company that is either:
▪ 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
▪ Recognized, or not disapproved, as a surplus lines insurer by the insurance regulator of the 

State or jurisdiction where the property to be insured is located in the case of a policy of 
difference in conditions, multiple peril, all risk, or other blanket coverage insuring nonresidential 
commercial 

37

Statutory Definition of Private Insurance Policy
Part 2

▪ A policy providing flood insurance coverage at least as broad as the coverage provided 
under a Standard Flood Insurance Policy (SFIP) for the same type of property, including 
deductibles, exclusions, and conditions offered by the insurer.  To be at least as broad as 
the SFIP coverage, the policy must, at a minimum:
▪ Define flood event as defined in an SFIP
▪ Contain similar coverage specified in an SFIP
▪ Contain deductibles no higher than the specified maximum, and include similar non-applicability 

provisions for a total policy coverage amount up to the maximum available under the NFIP at the time 
the policy is provided

▪ Provide coverage for direct physical loss caused by a flood and only exclude other losses that are also 
excluded in an SFIP, AND

▪ May not contain conditions that narrow the coverage provided in an SFIP.

38
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Statutory Definition of Private Insurance Policy
Part 3

▪ The policy includes ALL of the following:
▪ Requirement for written notification before cancellation or non-renewal of flood insurance 

coverage to both the insured and the lender or the servicer acting on lender’s behalf.
▪ Information about the availability of flood insurance under the NFIP
▪ Mortgage interest clause similar to that contained in an SFIP
▪ 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
▪ Cancellation provisions that are as restrictive as the provisions contained in an SFIP.

39

“Coverage At Least As Broad As”

▪ As stated in the Supplementary Information section of the proposed rule, when 
determining whether coverage is at least as broad as coverage provided under an 
SFIP, regulated lending institutions should compare like policies (e.g., a policy 
covering a 1-4 family residence or a single family dwelling unit in a condominium to 
an SFIP dwelling policy, a policy covering all other buildings except residential 
condominium buildings to an SFIP general property policy, or a policy covering a 
residential condominium building to an SFIP Residential Condominium Building 
Association Policy). 

▪ As noted previously, the "at least as broad as" provision in the final rule now includes 
language requiring a comparison with an SFIP for the same type of property.

40
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Policy Declarations Page

▪ The Agencies acknowledge that under existing force placement requirements, a 
declarations page is sufficient to evidence a borrower's purchase of flood insurance. 
However, a declarations page may be insufficient for a regulated lending institution to 
make a determination that the institution must accept a private flood insurance policy 
in satisfaction of the flood insurance purchase requirement if the declarations page 
does not provide enough information for the institution to determine that the policy 
meets the statutory definition of "private flood insurance." 

▪ In these circumstances, the regulated lending institution should request additional 
information about the policy to aid it in making its determination.

41

Discretionary Policy Acceptance

▪ Bank has the option, at its discretion, to accept policies providing sufficient coverage consistent 
with general safety and soundness principles. Must clearly document why accepted that policy.

▪ The final rule permits institutions to accept flood insurance policies issued by private insurers that 
do not meet the statutory and regulatory definition of private flood insurance if the policy:
▪ Provides coverage in the amount required by the flood insurance purchase requirement;
▪ Is issued by an authorized insurer that is licensed, admitted, or not disapproved by a state insurance regulator;
▪ Covers both the mortgagor(s) and the mortgagee(s) as loss payees, except in the case of a policy that is provided, 

and for which the premium is paid by a condominium association, cooperative, homeowners association, or other 
applicable group; and 

▪ Provides sufficient protection of the designated loan, consistent with general safety and soundness principles, and 
the institution documents its conclusion regarding sufficiency of the protection of the loan in writing.

42
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Mutual Aid Societies

▪ An organization:

▪ Whose members share a common religious, charitable, educational, or fraternal bond

▪ That covers losses caused by damage to members’ property pursuant to an agreement, including damage 
caused by flooding, in accordance with this common band, AND 

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

▪ “The mutual aid societies provision only makes it possible for regulated lending institutions to exercise their 
discretion to accept coverage issued by mutual aid societies in satisfaction of the flood insurance purchase 
requirement, provided that the coverage meets the criteria… and furthermore such coverage only can be 
accepted if the institution determines that the coverage provides sufficient protection of the loan consistent 
with general safety and soundness principles.”  

43

Four Qualifying Conditions for Mutual Aid Society Policies

▪ Condition 1

▪ The FRB, the FDIC, or the NCUA determines that the plans qualify as flood 
insurance.
▪ Note:  For these three agencies, they have stated they expect that cases in which they approve 

policies issued by mutual aid societies will be rare and limited.  

▪ The OCC and FCA will continue to use their own criteria under 12 CFR 22.3(c)(4) or 
12 CFR 14.4930(c)(4) respectively to determine if the plans qualify as flood 
insurance.
▪ Note:  The OCC currently permits national banks and federal savings associations to accept 

mutual aid society plans, such as plans issued by the Amish, in satisfaction of the flood 
insurance purchase requirements.

44
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Four Qualifying Conditions for Mutual Aid Society Policies

▪ Condition 2

▪ The plan provides coverage in the amount required by the flood insurance purchase requirements (lesser of 
insurable value, NFIP maximum or outstanding loan balance)

▪ Condition 3

▪ The plan must cover both the mortgagor(s) and the mortgagee(s) as loss payees.

▪ Condition 4

▪ The plan provides sufficient protection of the designated loan, consistent with general safety and soundness 
principles, and the regulated lending institution documents its conclusion regarding sufficiency of the protection of 
the loan in writing
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Civil Money Penalties for Flood Insurance Violations

▪ A pattern or practice of violations of any of the following requirements 
triggers a mandatory civil money penalty:
▪ Purchase of flood insurance where available
▪ Escrow of flood insurance premiums
▪ Force-placement of flood insurance
▪ Notice of special flood hazards and the availability of Federal disaster relief 

assistance
▪ Notice of servicer and any change of servicer

▪ Penalty of $2,000 per violation (annually indexed)

▪ No maximum amount of penalty per year as before
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Flood Insurance Proposed FAQs

▪ The OCC, Federal Reserve Board, FDIC, FCA, and NCUA (collectively, the Agencies) have requested public 
comment on new and revised Interagency Questions and Answers Regarding Flood Insurance. The 
proposed changes can be found in the July 6, 2020 Federal Register and are open for comment until Sept. 
4, 2020. 

▪ The agencies are proposing new questions and answers  or inclusion in the Interagency Questions and 
Answers in light of changes to flood insurance requirements under recent joint agency rulemakings. 

▪ The proposal incorporates new questions and answers in several areas, including:
▪ The escrow of flood insurance premiums;
▪ The detached structure exemption to the mandatory purchase of flood insurance requirement; and
▪ Force-placement procedures.

▪ The proposal also revises existing questions and answers to improve clarity and reorganizes questions and 
answers by topic to make it easier for users to find and review information related to technical flood 
insurance topics. The agencies plan to separately propose new questions and answers at a later date on the 
private flood insurance requirements implemented by their February 2019 final rule.
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Pandemic Flood Insurance Grace Period Extended

▪ OCC guidance on April 22 to Mortgage Bankers Association on conflicts between a 
recent FEMA memo and flood rules
▪ FEMA memo W20002: grace period to renew NFIP policies that expire between February 13, 

2020 and June 15, 2020 (FEMA emergency period) has been extended from 30 days to 120 
days due to the COVID-19 emergency
▪ Borrower will be covered by the NFIP policy if the premium is paid before the 120-day grace period expires

▪ Under flood regulations, when a bank makes a determination that a loan is not sufficiently 
covered by flood insurance, it must notify the borrower and then must force place flood 
insurance
▪ Banks can recognize the 120 day grace period and not force-place insurance
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Pandemic Flood Insurance Grace Period Extended

▪ Bank may provide required notice to the borrower after determining policy has 
expired informing the borrower they should obtain sufficient flood insurance
▪ Which also includes an indication that the NFIP grace period has been extended for 120 days

OR

▪ Bank may delay providing the required notice until 45 days before the end of the 
120-day grace period
▪ At end of the 120-day grace period, bank must force place flood insurance on the borrower’s 

behalf if the borrower has not obtained flood insurance

Pandemic Flood Insurance – Fed  Rulings

▪ Fed Consumer Affairs letter (May 6) on flood insurance and COVID-19 - 2 Q&As

▪ Must a new determination be procured when extending a loan due to COVID-19?
▪ Maybe… “Federal Reserve will take into account the unique circumstances impacting borrowers and 

institutions resulting from the COVID-19 emergency. The Federal Reserve will take into account an 
institution’s good-faith efforts demonstrably designed to support consumers and comply with the flood 
insurance requirements.”

▪ Impact of FEMA Bulletin W-20002 on force placement requirements 
▪ “grace period to renew National Flood Insurance Program (NFIP) policies that expire between February 

13, 2020 and June 15, 2020 (FEMA emergency period) has been extended from 30 days to 120 days 
due to the COVID-19 emergency.”

▪ “A lender may provide the required notice to the borrower after determining the policy has expired with 
an indication that the NFIP grace period has been extended for 120 days. Lenders may inform 
borrowers that, in light of Bulletin W-20002, force placement will not occur until after the end of the 120-
day period.”
▪ Or provide notice after the 45-day period
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