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Subpart C—Procedures for Moni-
toring Bank Secrecy Act
Compliance

§21.21 Procedures for monitoring
Bank Secrecy Act (BSA) compli-
ance.

(a) Purpose. This subpart is issued to
assure that all national banks estab-
lish and maintain procedures reason-
ably designed to assure and monitor
their compliance with the require-
ments of subchapter Il of chapter 53 of
title 31, United States Code, and the
implementing regulations promulgated
thereunder by the Department of
Treasury at 31 CFR part 103.

(b) Establishment of a BSA compliance
program—(1) Program requirement. Each
bank shall develop and provide for the
continued administration of a program
reasonably designed to assure and mon-
itor compliance with the recordkeeping
and reporting requirements set forth in
subchapter Il of chapter 53 of title 31,
United States Code and the imple-
menting regulations issued by the De-
partment of the Treasury at 31 CFR
part 103. The compliance program must
be written, approved by the bank’s
board of directors, and reflected in the
minutes of the bank.

(2) Customer identification program.
Each bank is subject to the require-
ments of 31 U.S.C. 5318(1) and the im-
plementing regulation jointly promul-
gated by the OCC and the Department
of the Treasury at 31 CFR 103.121,
which require a customer identifica-
tion program to be implemented as
part of the BSA compliance program
required under this section.

(c) 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
bank personnel or by an outside party;

(3) Designate an individual or indi-
viduals responsible for coordinating
and monitoring day-to-day compliance;
and
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(4) Provide training for appropriate
personnel.

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

[52 FR 2859, Jan. 27, 1987, as amended at 68
FR 25111, May 9, 2003]
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APPENDIX A TO PART 22—SAMPLE FORM OF
NOTICE OF SPECIAL FLOOD HAZARDS AND
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LIEF ASSISTANCE

AUTHORITY: 12 U.S.C. 93a; 42 U.S.C. 4012a,
4104a, 4104b, 4106, and 4128.

SOURCE: 61 FR 45702, Aug. 29, 1996, unless
otherwise noted.

§22.1 Authority, purpose, and scope.

(a) Authority. This part is issued pur-
suant to 12 U.S.C. 93a and 42 U.S.C.
4012a, 4104a, 4104b, 4106, and 4128.

(b) 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).

(c) 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 Director 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.

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

(b) Bank means a national bank.
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(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) Director of FEMA means the Direc-
tor of the Federal Emergency Manage-
ment Agency.

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

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

(J) 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.

(k) 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 Director of
FEMA.

12 CFR Ch. | (1-1-10 Edition)

(I) 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.

[61 FR 45702, Aug. 29, 1996, as amended at 73
FR 22244, Apr. 24, 2008]

§22.3 Requirement to purchase flood
insurance where available.

(a) In general. A bank shall not make,
increase, extend, or renew any des-
ignated loan unless the building or mo-
bile 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 overall value of the property se-
curing the designated loan minus the
value of the land on which the property
is located.

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

§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 Director of FEMA,
who publishes and periodically revises
the list of States falling within this ex-
emption; or

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

§22.5 Escrow requirement.

If a bank requires the escrow of
taxes, insurance premiums, fees, or any
other charges for a loan secured by resi-
dential improved real estate or a mo-
bile home that is made, increased, ex-
tended, or renewed on or after October
1, 1996, the bank shall also require the
escrow of all premiums and fees for any
flood insurance required under §22.3.
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