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Title V of the Riegle Community Develop-ment
and Regulatory Improvement Act of 1994 (the
Reform Act) substantially amended the Nationa
Flood Insurance Act of 1968 and the FHood
Disagter Protection Act of 1973. The Reform Act
tightened the mandatory purchase provisons that
originated with the Hood Disaster Protection Act
of 1973. Specificdly, the Reform Act imposed
ggnificant new obligations on lenders and ther
savicers.

Because of the Reform Act’'s continuing impact
upon lenders, the Federa Insurance
Adminigration has updated and reformatted the
guiddines, which were previoudy issued in
October 1989 and in May 1997.

Implementing the mandatory flood insurance
purchase requirements of the Reform Act is the
respongbility of the various Federad Agencies that
oversee lenders, not the Federd Insurance
Adminigtration. However, Section 4128(b) of 42
U.SC. provides that Federd Agencies and
Ingrumentdities shdl, in cooperaion with the
Director of the Federd Emergency Management
Agency, issue gppropriate rules and regulations to
govern the respongbilities under the Reform Act.

These guiddines present an overview of the 1994
Reform Act as it amended the 1973 Act. They
are intended to explain the applicable statutes or
regulations. The guiddines are divided into five
sections:

A. Introduction

B. Coverage Availability

C. Gened
Provisons

Mandatory  Purchase

D. Condominiums, Cooperdtives, and
Timeshares

E. Key Provisons

Severd appendices are presented that contain the
relevant statutes and regulations addressed in
these guidelines as well as specific supplementary
information referenced in the document. Users of
these gppendices should ensure they are using the
most current versons, as they are subject to
change annudly. The guiddines adso include
process flowcharts, a glossary, and an index.

All gatutory referencesin the guiddines are to the
United States Code. The Nationd Food
Insurance Act statute can be found in 42 U.S.C.
4001 et. seg. The regulations that address the
NFIP are published in 44 CFR Part 59. The joint
regulations promulgated by the lending regulators,
issued on August 29, 1996, are found in Vol. 61,
Federal Register, No. 169, p. 45683. The full
text of each lending regulator’s regulaions can be
found in the regulatory agencies relevant section
of Title 12 of the Code of Federd Regulations.

These guideines are intended to supplement, not
replace, a review of the applicable statutes and
regulations, and are not intended to provide legd
guidance. They will not provide answers to every
question that may arise in conjunction with placing
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a secured loan on property located in a Specia  Specific questions should be referred to the
Flood Hazard Area. However, a careful reading  appropriate source listed in Appendix 5, NFIP
of the guiddines will help a lender recognize  Resources.

relevant issues asthey arise.
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1968 Act
1973 Act
1982 Act

1994 Reform Act

BFE

CBRA
CFR
CRS

Fannie Mae
FCA

FDIC
FDPA
FEMA
FFIEC
FHA
FHBM

FIA

FIRM
Freddie Mac
FzD

Ginnie Mae
GPP
GSE

HR.
HUD
ICC
LODR
LOMA
LOMR
LOMR-F

MPPP

LIST OF ABBREVIATIONS, ACRONYMS, AND INITIALISMS

Nationa Flood Insurance Act of 1968 (NFIA)

Hood Disaster Protection Act of 1973 (FDPA)

Coastal Barrier Resources Act of 1982 (CBRA)
Nationa Flood Insurance Reform Act of 1994 (NFIRA)

Base Flood Elevation

Coastal Barrier Resources Act of 1982
Code of Federa Regulations
Community Rating System

Federa Nationd Mortgage Association
Farm Credit Adminigtration

Federa Depost Insurance Corporation
Flood Disaster Protection Act of 1973
Federd Emergency Management Agency
Federd Financid Indtitutions Examination Council
Federd Housng Adminigration

Flood Hazard Boundary Map

Federd Insurance Adminigtration

Flood Insurance Rate Map

Federa Home Loan Mortgage Corporation
Flood Zone Determination

Government National Mortgage Association
Generd Property Policy
Government-Sponsored Enterprise for Housng

House of Representatives
Department of Housing and Urban Devel opment

Increased Cost of Compliance
Letter of Determination Review
Letter of Magp Amendment

Letter of Map Revison

Letter of Map Revison Based on Fill

Mortgage Portfolio Protection Program
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NCUA
NFIA
NFIP
NFIRA

OoCC
OTS

PRP

RCBAP
RESPA

SBA
SFHA
SFHDF
SFIP
U.SC.

VA
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Nationd Credit Union Administration

Nationa Flood Insurance Act of 1968
Nationa Flood Insurance Program

Nationa Flood Insurance Reform Act of 1994

Office of the Comptroller of the Currency
Office of Thrift Supervison

Preferred Risk Policy

Resdentid Condominium Building Association Policy
Red Esate Settlement Procedures Act of 1974

Smdl Busness Administration

Speciad Food Hazard Area

Standard Flood Hazard Determination Form
Standard Flood Insurance Policy

United States Code

Department of Veterans Affairs
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PROCESSFLOWCHARTS —

THE MANDATORY PURCHASE OF

FLOOD INSURANCE REQUIREMENT
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MANDATORY PURCHASE AT LOAN ORIGINATION
(Making, increasing, renewing, or extending a loan)

LOAN NO FEDERAL FLOOD INSURANCE
ORIGINATION AND REQUIREMENT | CAN BE REQUIRED
TABLE FUNDING FOR FLOOD > ATLENDER
ARRANGEMENT INSURANCE DISCRETION
A
FLOOD ZONE YES
PARTICIPATING
DETERMINATION IS BUILDING
—»
REQUIRED USE OF IN SFHA? COMMUNITYZ
SFHD FORM
FLOOD INSURANCE FLOOD INSURANCE
IS NOT REQUIRED IS REQUIRED
DETERMINATION DETERMINATION
CAN BE MADE BY R DISPUTES CAN
> |" LENDER, SERVICER, BE APPEALED
OR FZD COMPANY TO FEMA
Y + LOMA
OR LOMR
DETERMINATION LETTER OF DETERMINATION ISSUED?
CAN BE SINGLE REVIEW MUST BE JOINT
OR LIFE-OF-LOAN APPEAL BY LENDER
PRODUCT AND BORROWER
v Y '
FEES PASSED FEMA HAS BORROWER PROVIDES FLOOD
THROUGH TO 45 DAYS COPY OF FEMA LETTER INSURANCE IS
BORROWER TO RESPOND TO LENDER REQUIRED
! '
NOTIFICATION TO REASONABLE TIME SAME FORM LENDER MAKES
BORROWERIF | 4| CONSIDERED _ | CANBEUSED FOR DECISION REGARD-
PROPERTY 1S LOCATED [ | TO BE 10 DAYS | SERVICER AND ING FLOOD INSUR-
N SFHA OR LESS BORROWER ANCE WAIVER
ESCROW FLOOD
PAYMENTS REQUIRED
IF ESCROWING FOR
HAZARD INSURANCE

Y
LOAN CLOSING WITH
PROOF OF FLOOD
INSURANCE PROVIDED
BY BORROWER
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SALE OF
LOAN

|

SELLER
NOTIFIES FEMA
WITHIN 60 DAYS
OF THE CHANGE

NON-REGULATED
ENTITY

REGULATED

CHANGE OF
SERVICER

MAP CHANGES

REGULATED
LENDER

Y

EXPIRED
POLICIES

KNOWLEDGE OF
UNINSURED
DESIGNATED LOANS
IN SFHAs

UNDERINSURED
LOANS
IN SFHAs

LENDER

FREDDIE MAC
FANNIE MAE

NOTIFICATION
TO FEMA WITHIN
60 DAYS
OF THE CHANGE

REVIEW CONTRACTUAL
AGREEMENTS WITH
NEW SERVICER TO

TRIGGER POINTS DURING LIFE OF LOAN

NO COMPLIANCE
REQUIREMENT

NO COMPLIANCE
REQUIREMENT, FLOCD
ZONE DETERMINATION

NOT REQUIRED

ENSURE COMPLIANCE

NO IF LIFE OF LOAN
AGREEMENT
ﬁ?ﬂ@iﬁg > | PURCHASED, PORTFOLIO
PORTIOLO WILL BE MONITORED
BY THE FZD COMPANY
FEMA INFORMS
LENDER VIA
EXPIRATION NOTICE
45-DAY NOTICE FORCE PLACEMENT
REQUREMENT |—= | (NO30-DAY ||
TO BORROWER WAITING PERIOD)
-
Xiii

COMPLY WITH FLOCD
GUIDELINES FOR
RESPECTIVE GSE

MPPP

OTHER PRIVATE
INSURANCE
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