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§ 339.3 Requirement to purchase flood 
insurance where available. 

(a) In general. An FDIC-supervised in-
stitution shall not make, increase, ex-
tend, or renew any designated loan un-
less 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 in-
surance must be at least equal to the 
lesser of the outstanding principal bal-
ance of the designated loan or the max-
imum limit of coverage available for 
the particular type of property under 
the Act. Flood insurance coverage 
under the Act is limited to the building 
or mobile home and any personal prop-
erty that secures a loan and not the 
land itself. 

(b) Table funded loans. An FDIC-su-
pervised institution that acquires a 
loan from a mortgage 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 satis-
factory to the Administrator of FEMA, 
who publishes and periodically revises 
the list of states falling within this ex-
emption; 

(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 
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 FDIC-supervised institution 

that the structure is intended for use 
or actually used as a residence, which 
generally includes sleeping, bathroom, 
or kitchen facilities. 

§ 339.5 Escrow requirement. 
(a) In general—(1) Applicability. Ex-

cept as provided in paragraphs (a)(2) or 
(c) of this section, an FDIC-supervised 
institution, or a servicer acting on its 
behalf, shall require the escrow of all 
premiums and fees for any flood insur-
ance required under § 339.3(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 
§ 339.3(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 
§ 339.3(a); 

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

(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 not longer 
than 12 months. 
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(3) Duration of exception. If an FDIC- 
supervised institution, or a servicer 
acting on its behalf, determines at any 
time during the term of a 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, that an ex-
ception under paragraph (a)(2) of this 
section does not apply, then the FDIC- 
supervised institution or its servicer 
shall require the escrow of all pre-
miums and fees for any flood insurance 
required under § 339.3(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 FDIC-super-
vised institution, or a servicer acting 
on its behalf, shall deposit the flood in-
surance premiums and fees on behalf of 
the borrower in an escrow account. 
This escrow account will be subject to 
escrow requirements adopted pursuant 
to section 10 of RESPA, which gen-
erally limits the amount that may be 
maintained in escrow accounts for cer-
tain 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 Administrator of FEMA or 
other provider of flood insurance that 
premiums are due, the FDIC-supervised 
institution, or a servicer acting on its 
behalf, shall pay the amount owed to 
the insurance provider from the escrow 
account by the date when such pre-
miums are due. 

(b) Notice. For any loan for which an 
FDIC-supervised institution is required 
to escrow under paragraph (a) or para-
graph (c)(2) of this section or may be 
required to escrow under paragraph 
(a)(3) of this section during the term of 
the loan, the FDIC-supervised institu-
tion, or a servicer acting on its behalf, 
shall mail or deliver a written notice 
with the notice provided under § 339.9 
informing the borrower that the FDIC- 
supervised institution is required to es-
crow all premiums and fees for required 
flood insurance, using language that is 
substantially similar to model clauses 
on the escrow requirement in appendix 
A. 

(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 an FDIC-supervised institu-
tion: 

(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 an FDIC-super-
vised institution 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 FDIC-super-
vised institution must escrow pre-
miums and fees for flood insurance pur-
suant to paragraph (a) for any des-
ignated loan made, increased, ex-
tended, or renewed on or after July 1 of 
the first calendar year of changed sta-
tus. 

(d) Option to escrow—(1) In general. An 
FDIC-supervised institution, or a 
servicer acting on its behalf, shall offer 
and make available to the borrower the 
option to escrow all premiums and fees 
for any flood insurance required under 
§ 339.3 for any loan secured by residen-
tial improved real estate or a mobile 
home that is outstanding on January 1, 
2016, or July 1 of the first calendar year 
in which the FDIC-supervised institu-
tion has had a change in status pursu-
ant to paragraph (c)(2) of this section, 
unless: 

(i) The loan or the FDIC-supervised 
institution qualifies for an exception 
from the escrow requirement under 
paragraphs (a)(2) or (c) of this section, 
respectively; 
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(ii) The borrower is already 
escrowing all premiums and fees for 
flood insurance for the loan; or 

(iii) The FDIC-supervised institution 
is required to escrow flood insurance 
premiums and fees pursuant to para-
graph (a) of this section. 

(2) Notice. For any loan subject to 
paragraph (d) of this section, the FDIC- 
supervised institution, or a servicer 
acting on its behalf, shall mail or de-
liver to the borrower no later than 
June 30, 2016, or September 30 of the 
first calendar year in which the FDIC- 
supervised institution has had a change 
in status pursuant to paragraph (c)(2) 
of this section, a notice in writing, or 
if the borrower agrees, electronically, 
informing the borrower of the option to 
escrow all premiums and fees for any 
required flood insurance and the meth-
od(s) by which the borrower may re-
quest the escrow, using language simi-
lar to the model clause in appendix B 
to this part. 

(3) Timing. The FDIC-supervised insti-
tution or servicer must begin 
escrowing premiums and fees for flood 
insurance as soon as reasonably prac-
ticable after the FDIC-supervised insti-
tution or servicer receives the bor-
rower’s request to escrow. 

[80 FR 43252, July 21, 2015] 

§ 339.6 Required use of standard flood 
hazard determination form. 

(a) Use of form. An FDIC-supervised 
institution shall use the standard flood 
hazard determination form developed 
by the Administrator of FEMA when 
determining whether the building or 
mobile home offered as collateral secu-
rity 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 deter-
mination form may be used in a print-
ed, computerized, or electronic man-
ner. An FDIC-supervised institution 
may obtain the standard flood hazard 
determination form from FEMA’s Web 
site at www.fema.gov. 

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

§ 339.7 Force placement of flood insur-
ance. 

(a) Notice and purchase of coverage. If 
an FDIC-supervised institution, or a 
servicer acting on its behalf, deter-
mines 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 cov-
ered by flood insurance or is covered 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 insur-
ance, at the borrower’s expense, in an 
amount at least equal to the amount 
required under § 339.3, for the remain-
ing 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-super-
vised institution or its servicer may 
charge the borrower for the cost of pre-
miums and fees incurred in purchasing 
the insurance, including premiums or 
fees incurred for coverage beginning on 
the date on which flood insurance cov-
erage lapsed or did not provide a suffi-
cient coverage amount. 

(b) Termination of force-placed insur-
ance—(1) Termination and refund. With-
in 30 days of receipt by an FDIC-super-
vised institution, or a servicer acting 
on its behalf, of a confirmation of a 
borrower’s existing flood insurance 
coverage, the FDIC-supervised institu-
tion or its servicer shall: 

(i) Notify the insurance provider to 
terminate any insurance purchased by 
the FDIC-supervised institution or its 
servicer under paragraph (a) of this 
section; and 

(ii) Refund to the borrower all pre-
miums paid by the borrower for any in-
surance purchased by the FDIC-super-
vised institution or its servicer under 
paragraph (a) of this section during 
any period during which the borrower’s 
flood insurance coverage and the insur-
ance coverage purchased by the FDIC- 
supervised institution or its servicer 
were each in effect, and any related 
fees charged to the borrower with re-
spect to the insurance purchased by 
the FDIC-supervised institution or its 
servicer during such period. 
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