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or is covered by flood insurance in an
amount less than the amount required
under §572.3, then the savings associa-
tion or its servicer shall notify the bor-
rower that the borrower should obtain
flood insurance, at the borrower’s ex-
pense, in an amount at least equal to
the amount required under §572.3, for
the remaining term of the loan. If the
borrower fails to obtain flood insurance
within 45 days after notification, then
the savings association or its servicer
shall purchase insurance on the bor-
rower’s behalf. The savings association
or its servicer may charge the borrower
for the cost of premiums and fees in-
curred in purchasing the insurance.

§572.8 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
savings association, or a servicer act-
ing on behalf of the savings associa-
tion, may charge a reasonable fee for
determining whether the building or
mobile home securing the loan is lo-
cated or will be located in a special
flood hazard area. A determination fee
may also include, but is not limited to,
a fee for life-of-loan monitoring.

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

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

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

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

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

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

(4) Results in the purchase of flood
insurance coverage by the lender or its
servicer on behalf of the borrower
under §572.7.
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(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.

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

(a) Notice requirement. When a savings
association makes, increases, extends,
or renews a loan secured by a building
or a mobile home located or to be lo-
cated in a special flood hazard area, the
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 Director of FEMA, that the build-
ing or the mobile home is or will be lo-
cated in a special flood hazard area;

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

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

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

(c) Timing of notice. The savings asso-
ciation shall provide the notice re-
quired by paragraph (a) of this section
to the borrower within a reasonable
time before the completion of the
transaction, and to the servicer as
promptly as practicable after the sav-
ings association provides notice to the
borrower and in any event no later
than the savings association provides
other similar notices to the servicer
concerning hazard insurance and taxes.
Notice to the servicer may be made
electronically or may take the form of
a copy of the notice to the borrower.
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(d) Record of receipt. The savings asso-
ciation shall retain a record of the re-
ceipt of the notices by the borrower
and the servicer for the period of time
the savings association 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 savings association may obtain
satisfactory written assurance from a
seller or lessor that, within a reason-
able time before the completion of the
sale or lease transaction, the seller or
lessor has provided such notice to the
purchaser or lessee. The savings asso-
ciation shall retain a record of the
written assurance from the seller or
lessor for the period of time the sav-
ings association owns the loan.

(f) Use of prescribed form of notice. A
savings association will be considered
to be in compliance with the require-
ment for notice to the borrower of this
section by providing written notice to
the borrower containing the language
presented in appendix A to this part
within a reasonable time before the
completion of the transaction. The no-
tice presented in appendix A to this
part satisfies the borrower notice re-
quirements of the Act.

§572.10 Notice of servicer’s identity.

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

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

APPENDIX A TO PART 572—SAMPLE FORM
OF NOTICE OF SPECIAL FLoOOD HAz-
ARDS AND AVAILABILITY OF FEDERAL
DISASTER RELIEF ASSISTANCE

We are giving you this notice to inform
you that:

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

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

Federal law allows a lender and borrower

jointly to request the Director of FEMA to
review the determination of whether the
property securing the loan is located in a
special flood hazard area. If you would like
to make such a request, please contact us for
further information.
The community in which the prop-
erty securing the loan is located participates
in the National Flood Insurance Program
(NFIP). Federal law will not allow us to
make you the loan that you have applied for
if you do not purchase flood insurance. The
flood insurance must be maintained for the
life of the loan. If you fail to purchase or
renew flood insurance on the property, Fed-
eral law authorizes and requires us to pur-
chase the flood insurance for you at your ex-
pense.

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

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

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

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

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