
OCC Response provided by the ABA Flood Working Group:  
 
I am pleased to share the below response ABA received from the OCC regarding our questions on the 
FEMA grace period extension and the 30-day waiting period/construction loan issue. It is unclear 
whether or when the other agencies might also respond to the question or if there will be an 
interagency response. It is also unclear how/when/if the agency(ies) will issue this guidance more 
formally.  
 

FEMA Extension of Grace Period for NFIP Policies and Impact on OCC’s Force Placement 
Requirements  
 

On March 29, 2020, 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.  Based on Bulletin W-
20002, a borrower will be covered by the NFIP policy if the flood insurance premium is paid 
before the 120-day grace period expires.   
 
In accordance with the OCC’s flood insurance force placement regulations, 12 CFR 22.7, when a 
national bank or Federal savings association (collectively, bank) makes a determination that a 
designated loan is not covered by flood insurance or is not covered by a sufficient amount of 
flood insurance, it must notify the borrower that the borrower should obtain sufficient flood 
insurance, at the borrower's expense for the remaining term of the loan.  If the borrower does 
not provide evidence of sufficient coverage within 45 days after notification, the bank must 
force place flood insurance in an amount that will satisfy the regulatory requirements.   
 
The OCC recognizes the serious impact the COVID-19 emergency may have on consumers and 
on the operations of many supervised entities. Accordingly, and 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 flood insurance force 
placement requirements, as well as responded to any needed corrective action identified in 
supervisory feedback.  For example, a bank may provide the notice required by § 22.7 to the 
borrower after determining the 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 a bank may delay providing the required notice until 45 days before 
the end of the 120-day grace period. At the end of the 120-day grace period, the bank must 
force place flood insurance on the borrower’s behalf if the borrower has not obtained flood 
insurance. 
 
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 consistent with the 



OCC’s flood insurance regulatory requirements in 22.7(b), the bank would be required to refund 
the borrower for any overlapping flood insurance coverage.   
 
Construction Loans and NFIP Waiting Period 
 
Under the NFIP rules, a policy purchased at the time of loan origination is effective at that 
time.  However, if a lender allows the borrower to delay the purchase of flood insurance in 
connection with a construction loan, there is a 30-day waiting period before an NFIP policy 
becomes effective.  
 
NFIP rules provide lenders an option to comply with the mandatory purchase requirement for a 
loan secured by a building in the course of construction that is located in an SFHA by requiring 
borrowers to have a flood insurance policy in place at the time of loan origination.  Such a 
policy is issued based on the construction designs and intended use of the building.  A borrower 
should obtain a provisional rating (available if certain criteria are met) to enable placement of 
coverage prior to receipt of the elevation certificate (EC).  In accordance with the NFIP 
requirements, it is expected that an EC will be secured and a full-risk rating completed within 60 
days of the policy effective date.   
 
Alternatively, a lender may allow a borrower to defer the purchase of flood insurance until 
either a foundation slab has been poured and/or an EC has been issued, or if the building to be 
constructed will have its lowest floor below the base flood elevation, when the building is 
walled and roofed.  However, in order to comply with the regulation, the lender must require 
the borrower to have flood insurance in place before the lender disburses funds to pay for 
building construction (except as necessary to pour the slab or perform preliminary site work, 
such as laying utilities, clearing brush, or the purchase and delivery of building materials).  If the 
lender elects this approach and does not require the borrower to obtain flood insurance at loan 
origination, then it should have adequate internal controls in place at origination to ensure that 
the borrower obtains flood insurance no later than 30 days prior to disbursement of funds to 
the borrower.    
 
The Agencies expect to revise our existing guidance on flood insurance requirements for 
construction loans to reflect the  NFIP’s change in policy regarding the 30-day waiting period for 
construction loans as part of our broader effort to update the Interagency Questions and 
Answers Regarding Flood Insurance.     
 
 

 
 


