
316 

24 CFR Ch. II (4–1–19 Edition) § 208.112 

owners are required to transmit data 
collected for the 12 months preceding 
the effective date of the rule, as well as 
data collected on or after the effective 
date of the rule. Data collected for the 
12 months preceding September 23, 1994 
is to include only the tenant’s most re-
cent ‘‘complete certification’’ (move- 
in, initial certification, interim recer-
tification, or annual recertification). 
When the most recent certification for 
a tenant is a partial certification 
(gross rent change, unit transfer, or 
correction), both the complete and par-
tial certifications must be transmitted. 

(e) Data to be transmitted. Electronic 
transmission consists of data trans-
mitted from the HUD–50059, 50059 work-
sheets, 52670 and 52670A, Parts 1 and 2 
and 52671 A through D correctly for-
matted in accord with the HUD data 
requirements and in lieu of the hard 
copy forms. 

[58 FR 61022, Nov. 19, 1993, as amended at 59 
FR 43474, Aug. 24, 1994] 

§ 208.112 Cost. 

(a) The costs of the electronic trans-
mission of the correctly formatted 
data, including either the purchase and 
maintenance of computer hardware or 
software, or both, the cost of con-
tracting for those services, or the cost 
of centralizing the electronic trans-
mission function, shall be considered 
project operating costs to be paid from 
project income, and considered project 
operating costs for the purpose of proc-
essing and approving requests for HUD 
approval of rent increases. 

(b) At the owner’s option, the cost of 
the computer software may include 
service contracts to provide mainte-
nance or training, or both. Regardless 
of whether an owner obtains service 
contracts to provide maintenance or 
training or both, the software must be 
updated to incorporate changes or revi-
sions in legislation, regulations, hand-
books, notices or HUD electronic trans-
mission data format requirements. 

(c) The source of funds for the pur-
chase of hardware or software, or con-
tracting for services for electronic 
transmission, may include current 
project operating income; an expense 
item in processing rent increases; a 
loan from the Reserve for Replacement 

Account, or a release from the Residual 
Receipts Account. 

(d) A loan from the Reserve for Re-
placements Account must be repaid 
within a five year period from the re-
lease date. 

(e) Owners of smaller projects or par-
tially assisted projects with few sub-
sidized units and CAs that administer 
no more than one project that deter-
mine that the purchase of hardware 
and/or software is not cost effective 
may contract out the electronic data 
transmission function to organizations 
that provide such services, including, 
but not limited to the following organi-
zations: local management agents, 
local management associations and 
management agents with centralized 
facilities. Owners of multiple projects 
may centralize the electronic trans-
mission function. However, owners 
that contract out or centralize the 
electronic transmission function are 
required to retain the ability to mon-
itor the day-to-day operations of the 
project at the project site and be able 
to demonstrate that ability to the rel-
evant HUD field office. 

[58 FR 61022, Nov. 19, 1993, as amended at 59 
FR 43475, Aug. 24, 1994] 

PART 213—COOPERATIVE 
HOUSING MORTGAGE INSURANCE 

Subpart A—Eligibility Requirements— 
Projects 

Sec. 
213.1 Eligibility requirements. 

Subpart B—Contract Rights and 
Obligations—Projects 

213.251 Cross-reference. 
213.252 Definitions. 
213.253 Premiums upon initial endorsement. 
213.254 Premiums where first principal pay-

ment more than one year after initial en-
dorsement. 

213.255 Premiums where first principal pay-
ment one year or less after initial en-
dorsement. 

213.256 Premiums; insurance upon comple-
tion. 

213.257 Premiums; purchasing cooperatives; 
Existing Construction, supplementary 
loans to purchase existing community fa-
cility. 

213.258 Subsequent annual premiums. 
213.259 Computation of subsequent annual 

premiums. 
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213.259a Premiums—mortgages insured pur-
suant to Section 238(c) of the Act. 

213.260 Allowable methods of premium pay-
ment. 

213.265 Modifications and consolidations. 
213.266 Initial insurance endorsement. 
213.266a Insurance fund obligations. 
213.267 Effect of insurance endorsement. 
213.268 Final insurance endorsement. 
213.269 Endorsement of supplementary 

loans. 
213.270 Supplementary loans; election of ac-

tion; claims; debentures. 

COOPERATIVE MANAGEMENT HOUSING 
INSURANCE AND DISTRIBUTIVE SHARES 

213.275 Nature of the Cooperative Manage-
ment Housing Insurance Fund. 

213.276 Allocation of Cooperative Manage-
ment Housing Insurance Fund income or 
losses. 

213.277 Right and liability under the Coop-
erative Management Housing Insurance 
Fund. 

213.278 Distribution of distributive share. 
213.279 Maximum amount of distributive 

share. 
213.280 Finality of determination. 

Subpart C—Individual Properties Released 
From Project Mortgage; Expiring Program 

213.501 Savings clause. 

AUTHORITY: 12 U.S.C. 1715b, 1715e; 42 U.S.C. 
3535(d). 

SOURCE: 36 FR 24553, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility 
Requirements—Projects 

§ 213.1 Eligibility requirements. 
The eligibility requirements set forth 

in 24 CFR part 200, subpart A, apply to 
multifamily project mortgages insured 
under section 213 of the National Hous-
ing Act (12 U.S.C. 1715e), as amended. 

[61 FR 14405, Apr. 1, 1996] 

Subpart B—Contract Rights and 
Obligations—Projects 

§ 213.251 Cross-reference. 
(a) All of the provisions of subpart B, 

part 207 of this chapter covering mort-
gages insured under section 207 of the 
National Housing Act, apply with full 
force and effect to mortgages insured 
under section 213 of the National Hous-
ing Act, except the following provi-
sions: 

Sec. 
207.251 Definitions. 
207.252 First, second, and third premiums. 
207.254 Form of endorsement. 

(b) For the purposes of this subpart, 
all references in part 207 of this chapter 
to section 207 of the National Housing 
Act shall be deemed to refer to section 
213 of the Act, and all references in 
part 207 of this chapter to the General 
Insurance Fund shall be deemed to 
refer to the Cooperative Management 
Housing Insurance Fund in cases in-
volving mortgages which are the obli-
gation of the Cooperative Management 
Housing Insurance Fund. 

(c) The provisions of §§ 207.255, 207.256, 
207.257, 207.261, 207.262 and 207.263 of this 
chapter shall apply to supplementary 
loans insured under section 213(j) of the 
Act. In connection with the foregoing 
provisions the terms mortgagor, mort-
gagee, mortgage shall be construed to 
mean borrower, lender, and supple-
mentary loan, including required security 
instrument. 

(d) Where the provisions of this sub-
part are applicable to supplementary 
loans, the terms mortgagor, mortgagee, 
mortgage, shall be construed to mean 
borrower, lender, and supplementary 
loan, including required security instru-
ment. 

(e) Where the provisons of this sub-
part are applicable to operating loss 
loans, the terms mortgagor, mortgagee 
and mortgage shall be construed to 
mean borrower, lender and operating loss 
loan, including required security instru-
ment, respectively. 

[36 FR 24553, Dec. 22, 1971, as amended at 37 
FR 8662, Apr. 29, 1972] 

§ 213.252 Definitions. 
The definitions contained in § 213.1 

shall apply to this subpart and in addi-
tion the following terms shall have the 
meaning indicated. 

(a) Contract of Insurance means the 
agreement evidenced by endorsement 
of the credit instrument by the Com-
missioner or his duly authorized rep-
resentative and includes the terms, 
conditions and provisions of this sub-
part and of the National Housing Act. 

(b) Insured mortgage means a mort-
gage which has been insured by the en-
dorsement of the credit instrument by 
the Commissioner. 
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(c) Mortgage means such a first lien 
upon real estate and other property as 
is commonly given to secure advances 
on, or the unpaid purchase price of, 
real estate under the laws of the State, 
district or territory in which the real 
estate is located, together with the 
credit instrument or instruments, if 
any, secured thereby. In any instance 
where an operating loss loan is in-
volved, the term shall include both the 
original mortgage and the instrument 
securing the operating loss loan. 

(d) Mortgagee means the original 
lender under a mortgage, its successors 
and such of its assigns as are approved 
by the Commissioner, and includes the 
holders of the credit instruments 
issued under a trust indenture, mort-
gage or deed of trust pursuant to which 
such holders act by and through a 
trustee therein named. 

(e) Mortgagor means the original bor-
rower under a mortgage and its succes-
sors and such of its assigns as are ap-
proved by the Commissioner. 

(f) Project Mortgage means a blanket 
mortgage insured under section 213 of 
the Act, covering a group of not less 
than five single-family dwellings. 

§ 213.253 Premiums upon initial en-
dorsement. 

(a) Management and Sales Types and 
Investor Sponsored Projects. The mort-
gagee, upon the initial endorsement of 
the mortgage for insurance, shall pay 
to the Commissioner a first mortgage 
insurance premium equal to one-half of 
one percent of the original face amount 
of the mortgage. 

(b) Purchasing cooperatives. The provi-
sions of paragraph (a) of this section do 
not apply to the mortgage or a pur-
chasing nonprofit cooperative housing 
corporation or trust where such mort-
gage is endorsed for insurance pursuant 
to the sale of an Investor Sponsored 
Project to such purchasing nonprofit 
cooperative housing corporation or 
trust. 

(c) Existing Construction. The provi-
sions of paragraph (a) of the section 
shall apply to a mortgage covering Ex-
isting Construction which involves in-
surance of advances for Commissioner 
approved or required repairs, improve-
ments, alterations and additions. 

(d) Operating loss loans and supple-
mentary loans. The provisions of para-
graph (a) of this section shall apply to 
any operating loss loan and to any sup-
plementary loan, except a supple-
mentary loan to finance the acquisi-
tion of an existing community facility. 

§ 213.254 Premiums where first prin-
cipal payment more than one year 
after initial endorsement. 

(a) Management and Sales Types and 
Investor Sponsored Projects. (1) If the 
date of the first principal payment is 
more than one year following the date 
of such initial insurance endorsement, 
the mortgagee, upon the anniversary of 
such insurance date, shall pay a second 
premium equal to one-half of one per-
cent of the original face amount of the 
mortgage. On the date of the first prin-
cipal payment, the mortgagee shall pay 
a third premium equal to one-half of 
one percent of the average outstanding 
principal obligation of the mortgage 
for the following year which shall be 
adjusted so as to accord with such date 
and so that the aggregate of the first, 
second and third premiums shall equal 
the sum of: 

(i) One percent of the average out-
standing principal obligation of the 
mortgage for the year following the 
date of initial insurance endorsement, 
and 

(ii) One-half of one percent per 
annum of the average outstanding 
principal obligation of the mortgage 
for the period from the first anniver-
sary of the date of initial insurance en-
dorsement to one year following the 
date of the first principal payment. 

(2) If the date of the first principal 
payment of a mortgage is more than 
one year following the date of the ini-
tial insurance endorsement and the 
mortgage is paid in full prior to the 
date of such first principal payment, 
the first and second premiums col-
lected shall be adjusted so that the ag-
gregate of the two premiums shall 
equal the sum of: 

(i) One percent of the average out-
standing principal obligation of the 
mortgage for the year following the 
date of the initial insurance endorse-
ment and 

(ii) One-half of one percent per 
annum of the average outstanding 
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principal obligation of the mortgage 
for the period from the first anniver-
sary of the date of initial endorsement 
to the date the mortgage was paid in 
full. 

(b) Purchasing cooperatives. The provi-
sions of paragraph (a) of this section do 
not apply to the mortgage of a pur-
chasing nonprofit cooperative housing 
corporation or trust where such mort-
gage is endorsed for insurance pursuant 
to the sale of an Investor Sponsored 
Project to such purchasing nonprofit 
cooperative housing corporation or 
trust. 

(c) Existing Construction. The provi-
sions of paragraph (a) of this section 
shall apply to a mortgage covering Ex-
isting Construction which involves in-
surance of advances for Commissioner 
approved or required repairs, improve-
ments, alterations and additions. 

(d) Supplementary loan; insurance of 
advances. The provisions of paragraph 
(a) shall apply to any supplementary 
loan involving insurance of advances. 

§ 213.255 Premiums where first prin-
cipal payment one year or less after 
initial endorsement. 

(a) Management and Sales Types and 
Investor Sponsored Projects. (1) If the 
date of the first principal payment is 
one year, or less than one year fol-
lowing the date of such initial insur-
ance endorsement, the mortgagee, 
upon such first principal payment date, 
shall pay a second premium equal to 
one-half of one percent of the average 
outstanding principal obligation of the 
mortgage for the following year which 
shall be adjusted so as to accord with 
such date and so that the aggregate of 
the first and second premiums shall 
equal the sum of 

(i) One percent per annum of the av-
erage outstanding principal obligation 
of the mortgage for the period from the 
date of initial insurance endorsement 
to the date of first principal payment, 
and 

(ii) One-half of one percent of the av-
erage outstanding principal obligation 
of the mortgage for the year following 
the date of the first principal payment. 

(2) If the date of the first principal 
payment of a mortgage is one year or 
less than one year following the date of 
the initial insurance endorsement and 

the mortgage is paid in full prior to the 
date of such first principal payment, 
the first and only premium collected 
shall be adjusted so that the total pre-
mium shall equal one percent per 
annum of the average outstanding 
principal obligation of the mortgage 
for the period from the date of initial 
insurance endorsement to the date the 
mortgage was paid in full. 

(b) Purchasing cooperatives. The provi-
sions of paragraph (a) of this section do 
not apply to the mortgage of a pur-
chasing nonprofit cooperative housing 
corporation or trust where such mort-
gage is endorsed for insurance pursuant 
to the sale of an Investor Sponsored 
Project to such purchasing nonprofit 
cooperative housing corporation or 
trust. 

(c) Existing Construction. The provi-
sions of paragraph (a) of this section 
shall apply to a mortgage covering Ex-
isting Construction which involves in-
surance of advances for Commissioner 
approved or required repairs, improve-
ments, alterations and additions. 

(d) Supplementary loan; insurance of 
advances. The provisions of paragraph 
shall apply to a supplementary loan in-
volving insurance of advances. 

§ 213.256 Premiums; insurance upon 
completion. 

(a) Management and Sales Types and 
Investor Sponsored Projects. (1) Where 
the mortgage is initially and finally 
endorsed for insurance pursuant to a 
Commitment to Insure Upon Comple-
tion, the mortgagee on the date of the 
first principal payment shall pay a sec-
ond premium equal to one-half of one 
percent of the average outstanding 
principal obligation of the mortgage 
for the year following such first prin-
cipal payment date which shall be ad-
justed so as to accord with such date 
and so that the aggregate of the first 
and second premiums shall equal the 
sum of one-half of one percent per 
annum of the average outstanding 
principal obligation of the mortgage 
for the period from the date of the in-
surance endorsement to one year fol-
lowing the date of the first principal 
payment. 

(2) Where the mortgage is initially 
and finally endorsed for insurance pur-
suant to a Commitment to Insure Upon 
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Completion and is paid in full prior to 
the date of the first principal payment, 
the first and only premium collected 
shall be adjusted so that the total pre-
mium shall equal one-half of one per-
cent per annum of the average out-
standing principal obigation of the 
mortgage for the period from the date 
of the insurance endorsement to the 
date the mortgage was paid in full. 

(b) Purchasing cooperatives. The provi-
sions of paragraph (a) of this section do 
not apply to the mortgage of a pur-
chasing nonprofit cooperative housing 
corporation or trust where such mort-
gage is endorsed for insurance pursuant 
to the sale of an Investor Sponsored 
Project to such purchasing nonprofit 
cooperative housing corporation or 
trust. 

(c) Existing Construction. The provi-
sions of paragraph (a) of this section 
shall apply to Existing Construction 
not involving insurance of advances 
but involved Commissioner approved or 
required repairs, improvements, alter-
ations and additions. 

(d) Supplementary loans; Commitment 
to Insure Upon Completion. The provi-
sions of paragraphs (a) and (b) of this 
section shall apply to a supplementary 
loan endorsed for insurance pursuant 
to a Commitment to Insure Upon Com-
pletion. 

§ 213.257 Premiums; purchasing co-
operatives; Existing Construction; 
supplementary loans to purchase 
existing community facility. 

(a) Where a mortgage is endorsed for 
insurance pursuant to the sale of an In-
vestor Sponsor Project or covers Exist-
ing Construction not involving Com-
missioner approved or required repairs, 
improvements, alterations and addi-
tions, the mortgagee, on the date of 
the insurance endorsement, shall pay a 
first premium equal to one-half of one 
percent of the principal obligation of 
the mortgage for the period from the 
date of the insruance endorsement to 
one year following the date of the first 
principal payment. On the anniversary 
of the first principal payment, this 
first premium shall be adjusted to 
equal one-half of one percent of the av-
erage outstanding principal obligation 
of the mortgage for the period from the 
date of the insurance endorsement to 

one year following the date of the first 
principal payment. 

(b) The premium provisions of para-
graph (a) of this section shall apply to 
a supplementary loan to purchase an 
existing community facility. 

§ 213.258 Subsequent annual pre-
miums. 

(a) Until the mortgage is paid in full 
or until receipt by the Commissioner of 
an application for insurance benefits, 
or until the contract of insurance is 
otherwise terminated with the consent 
of the Commissioner, the mortgagee, 
on each anniversary of the date of the 
first principal payment, shall pay an 
annual mortgage insurance premium 
equal to one-half of one percent of the 
average outstanding principal obliga-
tion of the mortgage for the year fol-
lowing the date on which such pre-
mium becomes payable. 

(b) The provisions of paragraph (a) of 
this section shall apply to operating 
loss loans and to supplementary loans. 

§ 213.259 Computation of subsequent 
annual premiums. 

The premiums payable on and after 
the date of the first principal payment 
shall be calculated in accordance with 
the amortization provisions without 
taking into account delinquent pay-
ments or prepayments. 

§ 213.259a Premiums—mortgages in-
sured pursuant to section 238(c) of 
the Act. 

All of the provisions of §§ 213.253 
through 213.259 governing mortgage in-
surance premiums shall apply to mort-
gages insured under this subpart pursu-
ant to section 238(c) of the Act, except 
that all mortgage insurance premiums 
due on such mortgages in accordance 
with §§ 213.253 through 213.259 shall be 
calculated on the basis of one percent. 

[42 FR 59675, Nov. 18, 1977] 

§ 213.260 Allowable methods of pre-
mium payment. 

Premiums shall be payable in cash or 
in debentures at par plus accrued inter-
est. All premiums are payable in ad-
vance and no refund can be made of 
any portion thereof except as herein-
after provided in this part. 
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§ 213.265 Modifications and consolida-
tions. 

Where a mortgage covering an inves-
tor sponsored project is modified and 
consolidated with the mortgage of a 
purchasing nonprofit cooperative hous-
ing corporation or trust, it shall be 
deemed to be paid in full as of the date 
of such modification and consolidation. 

[37 FR 8662, Apr. 29, 1972] 

§ 213.266 Initial insurance endorse-
ment. 

The Commissioner shall indicate his 
insurance of the mortgage or supple-
mentary loan by endorsing the original 
credit instrument and identifying the 
section of the Act and the regulations 
under which the mortgage or supple-
mentary loan is insured and the date of 
insurance. 

§ 213.266a Insurance fund obligations. 

A mortgage endorsed for insurance 
under section 213 of the Act shall be 
the obligation either of the Coopera-
tive Management Housing Insurance 
Fund or of the General Insurance Fund. 
The determination of the applicable 
fund shall be governed by the fol-
lowing: 

(a) A mortgage insured under section 
213(a)(1) of the Act or under section 
213(a)(3) if the project has been ac-
quired by a cooperative corporation or 
under section 213 (i) or (j) shall be the 
obligation of the Cooperative Manage-
ment Housing Insurance Fund, where it 
has been insured pursuant to a com-
mitment issued on or after August 10, 
1965, or insured pursuant to a commit-
ment issued prior to such date, and 
transferred to the Cooperative Manage-
ment Housing Insurance Fund. 

(b) A mortgage insured under section 
213(a)(2) of the Act or under section 
213(a)(3) where the project has not been 
acquired by a cooperative corporation 
shall be the obligation of the General 
Insurance Fund. A mortgage insured 
prior to August 10, 1965, or insured pur-
suant to a commitment issued prior to 
such date, where the project has not 
been transferred to the Cooperative 
Management Housing Insurance Fund, 
shall also be the obligation of the Gen-
eral Insurance Fund. 

§ 213.267 Effect of insurance endorse-
ment. 

From the date of initial endorse-
ment, the Commissioner and the mort-
gagee or lender shall be bound by the 
provisions of this subpart to the same 
extent as if they had executed a con-
tract including the provisions of this 
subpart and the applicable sections of 
the Act. 

§ 213.268 Final insurance endorse-
ment. 

When all advances of mortgage or 
loan proceeds have been made and all 
the terms and conditions of the com-
mitment have been complied with to 
the satisfaction of the Commissioner, 
he shall indicate on the original credit 
instrument the total of all advances he 
has approved for insurance and again 
endorse such instrument. 

§ 213.269 Endorsement of supple-
mentary loans. 

The provisions of §§ 213.266, 213.267, 
and 213.268 shall apply to supple-
mentary loans. 

§ 213.270 Supplementary loans; elec-
tion of action; claims; debentures. 

(a) Election of action. Where a real es-
tate mortgage, deed of trust, condi-
tional sales contract, chattel mort-
gage, lien, judgement, or any other se-
curity device has been used to secure 
the payment of a loan made under the 
provisions of this section, the lender 
may not, except with the approval of 
the Commissioner, both proceed 
against such security and also make 
claim under its contract of insurance, 
but shall elect which method it desires 
to pursue. 

(b) Maximum claim period. Notice of 
intention to file claim on a form pre-
scribed by the Commissioner shall be 
filed within 45 days after the lender be-
comes eligible for the benefits of the 
loan insurance, or within such later 
time as may be agreed upon by the 
Commissioner in writing. 

(c) Items to be filed on submitting claim. 
Within 30 days after the filing of the 
notice of intention to file claim, or 
within such further period as may be 
agreed upon by the Commissioner in 
writing, the lender shall file with the 
Commissioner: 
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(1) The fiscal data pertaining to the 
loan transaction; 

(2) Receipts covering all disburse-
ments as required by the fiscal data 
form; 

(3) The original note and any secu-
rity instrument or instruments which 
shall be assigned to the Commissioner 
without recourse or warranty, except 
that the lender must warrant that no 
act or omission of the lender has im-
paired the validity and priority of such 
security instrument or instruments, 
that the security instrument or instru-
ments, are prior to all mechanics’ and 
materialmen’s liens filed of record sub-
sequent to the recording of such secu-
rity instrument or instruments regard-
less of whether such liens attached 
prior to such recording date, and prior 
to all liens and encumbrances which 
may have attached or defects which 
may have arisen subsequent to the re-
cording of such security instrument or 
instruments, except such liens or other 
matters as may be approved by the 
Commissioner, that the amount stated 
in the instrument of assignment is ac-
tually due and owing under the secu-
rity instrument or instruments, that 
there are no offsets or counterclaims 
thereto, and that the lender has a good 
right to assign such note and security 
instrument or instruments; 

(4) All hazard insurance policies held 
on property serving as security for the 
loan or other evidence of insurance 
coverage acceptable to the Commis-
sioner, together with a copy of the 
lender’s notification to the carrier au-
thorizing the amendment of the loss 
payable clause substituting the Com-
missioner as the holder of the security 
instrument; 

(5) The assignment to the Commis-
sioner of all rights and interests aris-
ing under the note and security instru-
ment or instruments so in default, and 
all claims of the lender against the bor-
rower or others arising out of the loan 
transaction; 

(6) All policies of title or other insur-
ance or surety bonds, or other guaran-
tees and any and all claims thereunder; 
including evidence satisfactory to the 
Commissioner that the original title 
coverage has been extended to include 
the assignment of the note and the se-

curity instrument or instruments to 
the Commissioner; 

(7) Any balance of the loan not ad-
vanced to the borrower; 

(8) Any cash or property held by the 
lender or its agents or to which it is 
entitled; including deposits made for 
the account of the borrower and which 
have not been applied in reduction of 
the principal obligation under the note 
and security instrument or instru-
ments; 

(9) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction; 

(10) Any additional information or 
data which the Commissioner may re-
quire. 

(d) Claim computation. Upon an ac-
ceptable assignment of the note and se-
curity instrument, the Commissioner 
shall pay the claim of the lender in 
cash, in debentures or in a combination 
of both, as determined by the Commis-
sioner at the time of payment. The 
payment shall be in an amount equal 
to the unpaid principal balance of the 
supplementary loan plus: 

(1) Any accrued interest due on the 
supplementary loan as of the date of 
execution of its assignment to the 
Commissioner; 

(2) Any advance made previously 
under the provisions of the loan instru-
ment and approved by the Commis-
sioner; 

(3) Reimbursement for such reason-
able collection costs, court costs, and 
attorney’s fees as may be approved by 
the Commissioner; 

(4) An amount equivalent to the de-
benture interest which would have 
been earned on the portion of the in-
surance benefits paid in cash, as of the 
date such cash payment is made, ex-
cept that when the lender fails to meet 
any one of the applicable requirements 
of paragraphs (b) and (c) of this section 
within the specified time and in a man-
ner satisfactory to the Commissioner 
(or within such further time as the 
Commissioner may approve in writing), 
the interest allowance in such cash 
payment shall be computed only to the 
date on which the particular required 
action should have been taken or to 
which it was extended. 
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(e) Debenture interest. The debentures 
shall bear interest as provided in 
§ 207.259(e)(6) of this chapter. 

(f) Maturity of debentures. Debentures 
shall mature 20 years from the date of 
issue. 

(g) Registration of debentures. Deben-
tures shall be registered as to principal 
and interest. 

(h) Denomination of debentures. Deben-
tures shall be issued in multiples of $50 
and any difference not in excess of $50 
between the amount of debentures to 
which the lender is otherwise entitled 
hereunder and the aggregate face value 
of the debentures issued shall be paid 
in cash by the Commissioner to the 
lender. 

(i) Redemption of debentures. Deben-
tures shall, at the option of the Com-
missioner and with the approval of the 
Secretary of the Treasury, be redeem-
able at par plus accrued interest on 
any semiannual interest payment date 
on 3 months’ notice of redemption 
given in such manner as the Commis-
sioner shall prescribe. The debenture 
interest on the debentures called for 
redemption shall cease on the semi-
annual interest payment date des-
ignated in the call notice. The Com-
missioner may include with the notice 
of redemption an offer to purchase the 
debentures at par plus accrued interest 
at any time during the period between 
the notice of redemption and the re-
demption date. If the debentures are 
purchased by the Commissioner after 
such call and prior to the named re-
demption date, the debenture interest 
shall cease on the date of purchase. 

(j) Issue date of debentures. The deben-
tures shall be issued as of the date of 
the execution of the assignment of the 
supplementary loan in accordance with 
the requirements of paragraph (c)(3) of 
this section. 

COOPERATIVE MANAGEMENT HOUSING 
INSURANCE AND DISTRIBUTIVE SHARES 

§ 213.275 Nature of the Cooperative 
Management Housing Insurance 
Fund. 

The Cooperative Management Hous-
ing Insurance Fund shall consist of the 
General Surplus Account and the Par-
ticipating Reserve Account. 

§ 213.276 Allocation of Cooperative 
Management Housing Insurance 
Fund income or losses. 

For any semiannual period in which 
Cooperative Management Housing In-
surance Fund operations shall result in 
a net income, or loss, the Commis-
sioner shall allocate such net income 
or such loss to the General Surplus Ac-
count, to the Participating Reserve Ac-
count, or to both, as he may determine 
to be in accordance with sound actu-
arial and accounting practice. In deter-
mining net income or loss, the Com-
missioner shall take into consideration 
all income received from fees, pre-
miums, and earnings on investments of 
the Fund, operating expenses, and pro-
vision for losses of the Fund. 

§ 213.277 Right and liability under the 
Cooperative Management Housing 
Insurance Fund. 

No mortgagor or mortgagee shall 
have any vested right in a credit bal-
ance in either the General Surplus Ac-
count or the Participating Reserve Ac-
count. No mortgagor or mortgagee 
shall be subject to any liability arising 
under the mutuality of the Cooperative 
Management Housing Insurance Fund. 

§ 213.278 Distribution of distributive 
share. 

When the contract of insurance is 
terminated by reason of payment in 
full of the mortgage or by voluntary 
termination approved by the Commis-
sioner, and at such time or times prior 
to such termination as the Commis-
sioner may approve, the Commissioner 
may distribute to a mortgagor under a 
mortgage that is the obligation of the 
Cooperative Management Housing In-
surance Fund a share of the Partici-
pating Reserve Account in such man-
ner and amount as he shall determine 
to be equitable and in accordance with 
sound actuarial and accounting prac-
tice. 

§ 213.279 Maximum amount of dis-
tributive share. 

In no event shall a distributive share 
of the Participating Reserve Account 
exceed the aggregate paid scheduled 
annual premiums of the mortgagor 
paid to the year of termination of the 
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insurance or to the year of payment of 
the share, if paid prior to termination. 

§ 213.280 Finality of determination. 
The determination of the Commis-

sioner as to the amount to be paid to 
any mortgagor from the Cooperative 
Management Housing Insurance Fund 
shall be final and conclusive. 

Subpart C—Individual Properties 
Released From Project Mort-
gage; Expiring Program 

§ 213.501 Savings clause. 
No new loans are being insured under 

the Cooperative Housing Mortgage In-
surance Program for individual prop-
erties released from a project mort-
gage. Any existing insured loans on in-
dividual properties released from a 
project mortgage under this program 
will continue to be governed by the 
regulations on eligibility require-
ments, contract rights and obligations, 
and servicing responsibilities in effect 
as they existed immediately before De-
cember 26, 1996. 

[61 FR 60160, Nov. 26, 1996] 

PART 214—HOUSING COUNSELING 
PROGRAM 

Subpart A—General Program 
Requirements 

Sec. 
214.1 Purpose. 
214.3 Definitions. 

Subpart B—Approval and Disapproval of 
Housing Counseling Agencies 

214.100 General. 
214.103 Approval criteria. 
214.105 Preliminary application process. 
214.107 Approval by HUD. 
214.109 Disapproval by HUD. 

Subpart C—Inactive Status, Termination, 
and Appeals 

214.200 Inactive status. 
214.201 Termination of HUD-approved status 

and grant agreements. 
214.203 Re-approval or removal as a result of 

a performance review. 
214.205 Appeals. 

Subpart D—Program Administration 

214.300 Counseling services. 

214.303 Performance criteria. 
214.305 Agency profile changes. 
214.307 Performance review. 
214.309 Reapproval and disapproval based on 

performance review. 
214.311 Housing counseling grant funds. 
214.313 Housing counseling fees. 
214.315 Recordkeeping. 
214.317 Reporting. 

Subpart E—Other Federal Requirements 

214.500 Audit. 
214.503 Other requirements. 

AUTHORITY: 12 U.S.C. 1701x, 1701x–1; 42 
U.S.C. 3535(d). 

SOURCE: 72 FR 55648, Sept. 28, 2007, unless 
otherwise noted. 

Subpart A—General Program 
Requirements 

§ 214.1 Purpose. 

This part implements the Housing 
Counseling Program authorized by sec-
tion 106 of the Housing and Urban De-
velopment Act of 1968 (12 U.S.C. 1701x). 
Section 106 authorizes HUD to make 
grants to, or contract with, public or 
private organizations to provide a 
broad range of housing counseling serv-
ices to homeowners and tenants to as-
sist them in improving their housing 
conditions and in meeting the respon-
sibilities of tenancy or homeownership. 
Section 106 also directs HUD to provide 
housing counseling services only 
through agencies or individuals that 
have been certified by HUD as com-
petent to provide such services. The 
regulations contained in this part pre-
scribe the procedures and requirements 
by which the Housing Counseling Pro-
gram will be administered, including 
the process by which agencies are ap-
proved and individuals will be certified 
to provide the homeownership and 
rental counseling, as defined by section 
106. These regulations apply to all 
agencies participating in HUD’s Hous-
ing Counseling Program, and to all or-
ganizations or entities that deliver 
housing counseling, including home-
ownership counseling or rental housing 
counseling, required under or provided 
in connection with HUD programs. 

[81 FR 90657, Dec. 14, 2016] 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00334 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



337 

Office of Assistant Secretary for Housing, HUD Pt. 220 

PART 219—FLEXIBLE SUBSIDY PRO-
GRAM FOR TROUBLED 
PROJECTS 

Sec. 
219.1 Program operations. 
219.2 Savings provision. 

AUTHORITY: 12 U.S.C. 1715z-1a; 42 U.S.C. 
3535(d). 

SOURCE: 61 FR 14405, Apr. 1, 1996, unless 
otherwise noted. 

§ 219.1 Program operations. 
Effective May 1, 1996, the Flexible 

Subsidy Program for Troubled Projects 
will be governed and operate under the 
statutory provisions codified at 12 
U.S.C. 1715z–1a, under the administra-
tive policies and procedures contained 
in any applicable HUD Handbooks, and 
other administrative bulletins and no-
tices as the Department may issue 
from time to time. 

§ 219.2 Savings provision. 
Part 219, as it existed immediately 

before May 1, 1996, (contained in the 
April 1, 1995 edition of 24 CFR, parts 200 
to 219) will continue to govern the 
rights and obligations of housing own-
ers, tenants, and the Department of 
Housing and Urban Development with 
respect to units and projects assisted 
under the Flexible Subsidy Program 
for Troubled Projects prior to May 1, 
1996. A list of any amendments to this 
part published after the CFR revision 
date is available from the Office of the 
Rules Docket Clerk, Department of 
Housing and Urban Development, 451 
Seventh Street, SW., Washington, DC 
20410. 

PART 220—MORTGAGE INSUR-
ANCE AND INSURED IMPROVE-
MENT LOANS FOR URBAN RE-
NEWAL AND CONCENTRATED 
DEVELOPMENT AREAS 

Subpart A [Reserved] 

Subpart B—Contract Rights and 
Obligations—Homes 

Sec. 
220.251 Cross-reference. 
220.252 Forbearance of foreclosure and as-

signment of mortgage. 
220.253 Substitute mortgagors. 

220.275 Method of paying insurance benefits. 

INSURED HOME IMPROVEMENT LOANS 

220.350 Cross-reference. 

Subpart C—Eligibility Requirements— 
Projects 

220.501 Eligibility requirements. 

Subpart D—Contract Rights and 
Obligations—Projects 

PROJECT MORTGAGE INSURANCE 

220.751 Cross-reference. 
220.753 Forbearance relief. 
220.765 Special insurance benefits—forbear-

ance relief cases. 

INSURED PROJECT IMPROVEMENT LOANS 

220.800 Definitions. 
220.801 Initial insurance endorsement. 
220.802 Final insurance endorsement. 
220.803 Effect of insurance endorsement. 
220.804 Insurance premiums. 
220.804a Mortgagee’s late charge. 
220.805 Termination of insurance. 
220.806 Pro rata refund of insurance pre-

mium. 
220.810 Definition of default. 
220.811 Date of default. 
220.812 Notice of default. 
220.813 Commissioner’s right to require ac-

celeration. 
220.814 Election of action. 
220.820 Maximum claim period. 
220.821 Items to be filed on submitting 

claim. 
220.822 Claim computation; items included. 
220.823 Claim computation; items deducted. 
220.830 Debenture interest rate. 
220.832 Maturity of debentures. 
220.834 Registration of debentures. 
220.836 Form and amounts of debentures. 
220.838 Redemption of debentures. 
220.840 Issue date of debentures. 
220.842 Cash adjustment. 
220.850 Assignment of insured loans. 

Subpart E—Servicing Responsibilites— 
Homes 

220.900 Cross-reference. 

AUTHORITY: 12 U.S.C. 1713, 1715b, 1715k, and 
1735d; 42 U.S.C. 3535(d). 

SOURCE: 36 FR 24573, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A [Reserved] 
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Subpart B—Contract Rights and 
Obligations—Homes 

§ 220.251 Cross-reference. 

(a) All of the provisions of subpart B, 
part 203 of this chapter covering mort-
gages insured under section 203 of the 
National Housing Act apply to mort-
gages covering 1- to 11-family dwellings 
insured under section 220 of the Na-
tional Housing Act, except the fol-
lowing: 

Sec. 
203.258 Substitute mortgagors. 
203.259 Scope. 
203.280 One-time MIP. 
203.281 Calculation of one-time MIP. 
203.282 Mortgagee’s late charge and inter-

est. 
203.283 Refund of one-time MIP. 
203.340 Conditions of special forbearance re-

lief. 
203.342 Recasting of mortgage. 
203.343 Partial release, addition or substi-

tution of security. 
203.350 Assignment of defaulted mortgage— 

ingeneral. 
203.350a Assignment of defaulted mortgage. 
203.351 Application for insurance benefits 

and fiscal data. 
203.353 Certification by mortgagee. 
203.400 Method of payment. 
203.402a Reimbursement for uncollected in-

terest. 
203.420 Nature of Mutual Mortgage Insur-

ance Fund. 
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss. 
203.422 Right and liability under Mutual 

Mortgage Insurance Fund. 
203.423 Distribution of distributive shares 
203.424 Maximum amount of distributive 

shares. 
203.425 Finality of determination. 
203.438 Mortgages on Indian land insured 

pursuant to section 248 of the National 
Housing Act. 

203.439 Mortgages on Hawaiian home lands 
insured pursuant to section 247 of the Na-
tional Housing Act. 

203.439a Mortgages on property in Allegany 
Reservation of Seneca Nation of Indians 
authorized by section 203(q) of the Na-
tional Housing Act. 

(b) For the purposes of this subpart, 
all references in part 203 of this chapter 
to section 203 of the act shall be con-
strued to refer to section 220 of the act, 
and all references to the Mutual Mort-

gage Insurance Fund shall be construed 
to refer to the General Insurance Fund. 

[36 FR 24573, Dec. 22, 1971, as amended at 42 
FR 29304, June 8, 1977; 48 FR 28807, June 23, 
1983; 51 FR 21874, June 16, 1986; 52 FR 8069, 
Mar. 16, 1987; 52 FR 28470, July 30, 1987; 52 FR 
48203, Dec. 21, 1987; 53 FR 9869, Mar. 28, 1988; 
55 FR 34808, Aug. 24, 1990] 

§ 220.252 Forbearance of foreclosure 
and assignment of mortgage. 

All of the provisions of §§ 203.340 
through 203.342, 203.350, 203.352 and 
203.353 of this chapter shall apply to 
mortgages insured under this subpart, 
except that the provisions relating to 
forbearance of foreclosure, recasting of 
the mortgage and assignment of a de-
faulted mortgage, shall be applicable 
only to a mortgage covering a property 
having not more than four dwelling 
units. 

§ 220.253 Substitute mortgagors. 
(a) Selling mortgagor. The mortgagee 

may effect the release of a mortgagor 
from personal liability on the mort-
gage note only if it obtains the Com-
missioner’s approval of a substitute 
mortgagor, as provided by this section. 

(b) Purchasing mortgagor. (1) The 
Commissioner may approve a sub-
stitute mortgagor with respect to any 
mortgage insured under subpart A of 
this part, if the substitute mortgagor 
is to occupy the dwelling as a principal 
residence or a secondary residence (as 
these terms are defined in § 220.30(d)). 

(2) The Commissioner may approve as 
a substitute mortgagor an eligible non- 
occupant mortgagor (as defined in 
§ 220.30(d)) with respect to any mort-
gage insured under this part, only if 
the outstanding balance of the mort-
gage does not exceed the Commis-
sioner’s estimate of: 

(i) The replacement cost of the prop-
erty as of the date the mortgage was 
originally accepted for insurance, or 
the date the substitute mortgagor is 
approved by the Commissioner, which 
ever is greater, in the case of a dwell-
ing described in § 220.30(a) (1) or (2); or 

(ii) The cost of repair or rehabilita-
tion, plus the Commissioner’s estimate 
of the replacement cost of the property 
as of either the date the mortgage was 
originally accepted for insurance, or 
the date the substitute mortgagor is 
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approved by the Commissioner, which-
ever is greater, in the case of a dwell-
ing described in § 220.30(a) (3) or (4). 

(c) Applicability—current mortgagor. 
Paragraph (b) of this section applies to 
the Commissioner’s approval of a sub-
stitute mortgagor, only if the mort-
gage executed by the original mort-
gagor met the conditions of § 203.258(c) 
of this chapter. 

(d) Applicability—earlier mortgagor. 
The occupancy and similar require-
ments set forth in § 203.258(d) of this 
chapter apply to mortgages insured 
under subpart A of this part. 

(e) Mortgagees approved for partici-
pation in the Direct Endorsement pro-
gram under § 203.3 may, subject to limi-
tations established by the Commis-
sioner, themselves approve an appro-
priate substitute mortgagor under this 
section for mortgages which they own 
or service, and need not obtain further 
specific approval from the Commis-
sioner. 

(f) Definition. As used in this section, 
the term substitute mortgagor includes: 
(1) Persons who, upon the release by a 
mortgagee of a previous mortgagor 
from personal liability on the mort-
gage note, assume this liability and 
agree to pay the mortgage debts; and 
(2) persons who purchase without as-
suming liability on the mortgage note, 
or purchase where no release is given 
by the mortgagee to the previous mort-
gagor. 

[55 FR 34808, Aug. 24, 1990, as amended at 57 
FR 58351, Dec. 9, 1992] 

§ 220.275 Method of paying insurance 
benefits. 

If the application for insurance bene-
fits is acceptable to the Commissioner, 
all of the insurance claim shall be paid 
in cash unless the mortgagee files a 
written request with the application 
for payment in debentures. If such a re-
quest is made, all of the claim shall be 
paid by issuing debentures and by mak-
ing a cash payment adjusting any dif-
ferences between the total amount of 
the claim and the amount of the deben-
tures issued. 

INSURED HOME IMPROVEMENT LOANS 

§ 220.350 Cross-reference. 

(a) All of the provisions of §§ 203.440 
through 203.495 of this chapter covering 
insured home improvement loans under 
section 203(k) of the Act shall apply to 
home improvement loans on one-to- 
four family dwellings under section 
220(h) of the Act, except as set out in 
paragraph (b). 

(b) The provisions of §§ 203.473(a) shall 
not be applicable to home improve-
ment loans on one-to-four family 
dwellings under section 220(h) of the 
Act. 

[52 FR 1330, Jan. 13, 1987] 

Subpart C—Eligibility 
Requirements—Projects 

§ 220.501 Eligibility requirements. 

The requirements set forth in 24 CFR 
part 200, subpart A, apply to multi-
family project mortgages insured under 
section 220 of the National Housing Act 
(12 U.S.C. 1715k), as amended. 

[61 FR 14405, Apr. 1, 1996] 

Subpart D—Contract Rights and 
Obligations—Projects 

PROJECT MORTGAGE INSURANCE 

§ 220.751 Cross-reference. 

(a) All of the provisions of subpart B, 
part 207, of this chapter, covering 
mortgages insured under section 207 of 
the National Housing Act, apply with 
full force and effect to multifamily 
project mortgages insured under sec-
tion 220 of the National Housing Act, 
except § 207.256b Modification of mort-
gage terms. 

(b) For the purposes of the portion of 
this subpart, covering multifamily 
project mortgages, all references in 
part 207 of this chapter to section 207 of 
the National Housing Act shall be 
deemed to refer to section 220 of the 
National Housing Act. 

[36 FR 24573, Dec. 22, 1971, as amended at 80 
FR 51468, Aug. 25, 2015] 
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§ 220.753 Forbearance relief. 
(a) In a case where the mortgage is in 

default, the mortgagor and the mort-
gagee may enter into a forbearance 
agreement for the reduction or suspen-
sion of regular mortgage payments for 
a specified period of time, if the fol-
lowing requirements are met: 

(1) The mortgage was endorsed for in-
surance on or after July 7, 1961. 

(2) The Commissioner determines 
that the default was due to cir-
cumstances beyond the mortgagor’s 
control and that the mortgage prob-
ably will be restored to good standing 
within a reasonable period of time and 
evidences such determination by writ-
ten approval of the forbearance agree-
ment. 

(b) The time specified in § 207.258(a) of 
this chapter, within which a mortgagee 
shall give the Commissioner written 
notice of its intention to file an insur-
ance claim, shall be suspended for the 
period of time specified in the forbear-
ance agreement as long as the mort-
gagor complies with the requirements 
of such agreement. 

(c) If the mortgagor fails to meet the 
requirements of a forbearance agree-
ment or to cure the default under the 
mortgage at the expiration of the for-
bearance period, and such failure con-
tinues for a period of 30 days, the mort-
gagee shall notify the Commissioner of 
such failure. Within 45 days thereafter, 
unless a modification or extension of 
the forbearance agreement has been ap-
proved by the Commissioner, the mort-
gagee shall notify the Commissioner of 
its election to file an insurance claim 
and of its decision to either assign the 
mortgage to the Commissioner or ac-
quire and convey title to the property 
to the Commissioner. If the mortgage 
is assigned to the Commissioner, the 
special insurance benefits prescribed in 
§ 220.765 shall be applicable. 

§ 220.765 Special insurance benefits— 
forbearance relief cases. 

(a) Upon a failure of the mortgagor 
to meet the requirements of a forbear-
ance agreement or to cure the default 
under the mortgage at the expiration 
of the forbearance period, the mort-
gagee shall be entitled to obtain a spe-
cial insurance payment in cash, in lieu 
of the insurance benefits otherwise pro-

vided under this subpart. To receive 
the special insurance payment, the 
mortgagee shall assign the mortgage to 
the Commissioner in compliance with 
the requirements of § 207.258(b) of this 
chapter. 

(b) The special insurance benefits to 
the mortgagee shall be a cash payment 
computed in accordance with 
§ 207.259(b) of this chapter, except that 
in lieu of the allowance for debenture 
interest in § 207.259(b)(1)(iii) of this 
chapter, the payment shall include the 
amount of the unpaid accrued mort-
gage interest computed to the date the 
assignment of the mortgage to the 
Commissioner is filed for record. In ad-
dition, there shall be included in the 
cash payment an amount equivalent to 
the debenture interest which would 
have been earned from the date the 
mortgage assignment was filed for 
record to the date the payment is 
made; except that when the mortgagee 
fails to meet any of the applicable re-
quirements of § 207.258(b) of this chap-
ter and § 220.753(c) within the specified 
times and in a manner satisfactory to 
the Commissioner (or within such fur-
ther time as the Commissioner may ap-
prove in writing), such debenture inter-
est allowance shall be computed only 
to the date on which the particular re-
quired action should have been taken. 

INSURED PROJECT IMPROVEMENT LOANS 

§ 220.800 Definitions. 

All of the definitions contained in 
§ 220.550 shall apply to §§ 220.800 et seq. 
In addition the following terms shall 
have the meaning indicated: 

(a) Contract of insurance means the 
agreement evidenced by the endorse-
ment of the Commissioner upon the 
note given in connection with an in-
sured loan, incorporating by reference 
the regulations in §§ 220.800 et seq. and 
the applicable provisions of the Act. 

(b) Maturity means the date on which 
the loan indebtedness would be extin-
guished if paid in accordance with peri-
odic payments provided for in the loan. 

§ 220.801 Initial insurance endorse-
ment. 

The Commissioner shall indicate his 
insurance of the loan by endorsing the 
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original credit instrument and identi-
fying the section of the Act and the 
regulations under which the loan is in-
sured and the date of insurance. 

§ 220.802 Final insurance endorse-
ment. 

When all advances of loan proceeds 
have been made, and all the terms and 
conditions of the commitment have 
been complied with to the satisfaction 
of the Commissioner, he shall indicate 
on the original credit instrument the 
total of advances he has approved for 
insurance and again endorse such in-
strument. 

§ 220.803 Effect of insurance endorse-
ment. 

From the date of initial endorse-
ment, the Commissioner and the lender 
shall be bound by the provisions of this 
subpart to the same extent as if they 
had executed a contract including the 
provisions of this subpart and the ap-
plicable sections of the Act. 

§ 220.804 Insurance premiums. 
(a) First premium. The lender, upon 

the initial endorsement of the loan for 
insurance, shall pay to the Commis-
sioner a first loan insurance premium 
equal to one-half of one percent of the 
original face amount of the note. 

(b) Second premium; first payment more 
than one year following initial endorse-
ment. If the date of the first principal 
payment is more than one year fol-
lowing the date of initial insurance en-
dorsement, the lender, upon the anni-
versary of such insurance date, shall 
pay a second premium equal to one- 
half of one percent of the original face 
amount of the loan. 

(c) Third premium. On the date of the 
first principal payment, the lender 
shall pay a third premium equal to 
one-half of one percent of the average 
outstanding principal obligation of the 
note for the following year which shall 
be adjusted so as to accord with such 
date and so that the aggregate of the 
three premiums shall equal the sum of 
(1) one percent of the average out-
standing principal obligation of the 
note for the year following the date of 
initial insurance endorsement and (2) 
one-half of one percent per annum of 
the average outstanding principal obli-

gation of the note for the period from 
the first anniversary of the date of ini-
tial insurance endorsement to one year 
following the date of the first principal 
payment. 

(d) Second premium; first payment one 
year or less following initial endorsement. 
If the date of the first principal pay-
ment is one year, or less than one year 
following the date of initial insurance 
endorsement, the lender upon such 
first principal payment date, shall pay 
a second premium equal to one-half of 
one percent of the average outstanding 
principal obligation of the note for the 
following year which shall be adjusted 
so as to accord with such date and so 
that the aggregate of the said two pre-
miums shall equal the sum of (1) one 
percent per annum of the average out-
standing principal obligation of the 
note for the period from the date of ini-
tial insurance endorsement to the date 
of first principal payment and (2) one- 
half of one percent of the average out-
standing principal obligation of the 
note for the year following the date of 
the first principal payment. 

(e) Second premium; commitment to in-
sure upon completion. Where the note is 
initially and finally endorsed for insur-
ance pursuant to a Commitment to In-
sure Upon Completion, the lender on 
the date of the first principal payment 
shall pay a second premium equal to 
one-half of one percent of the average 
outstanding principal obligation of the 
note for the year following such first 
principal payment date which shall be 
adjusted so as to accord with such date 
and so that the aggregate of the said 
two premiums shall equal the sum of 
one-half of one percent per annum of 
the average outstanding principal obli-
gation of the note for the period from 
the date of the insurance endorsement 
to one year following the date of the 
first principal payment. 

(f) Annual insurance premium. Until 
the note is paid in full, or until the 
loan is assigned to the Commissioner, 
or until the contract of insurance is 
otherwise terminated with the consent 
of the Commissioner, the lender, on 
each anniversary of the date of the 
first principal payment shall pay an 
annual loan insurance premium equal 
to one-half of one percent of the aver-
age outstanding principal obligation of 
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the loan for the year following the date 
on which such premium becomes pay-
able. 

(g) Method of premium payment. Pre-
miums shall be payable in cash or in 
debentures at par plus accrued inter-
est. All premiums are payable in ad-
vance and no refund can be made of 
any portion thereof except as herein-
after provided in §§ 220.800 et seq. 

(h) Calculation of premiums. The pre-
miums payable on and after the date of 
the first principal payment shall be 
calculated in accordance with the am-
ortization provisions without taking 
into account delinquent payments or 
prepayments. 

§ 220.804a Mortgagee’s late charge. 

Mortgage insurance premiums which 
are paid to the Commissioner more 
than 15 days after the billing date or 
due date, whichever is later, shall in-
clude a late charge of 4 percent of the 
amount of the payment due, except 
that no late charge shall be required 
with respect to any case for which HUD 
fails to render a proper billing to the 
mortgagee. 

[43 FR 60154, Dec. 26, 1978] 

§ 220.805 Termination of insurance. 

(a) Prepayment in full. The contract of 
insurance shall be terminated if the 
loan is paid in full prior to its matu-
rity. Notice of the prepayment shall be 
given to the Commissioner, on a form 
prescribed by the Commissioner, with-
in 30 days from the date of the prepay-
ment. The insurance termination shall 
become effective as of the date of the 
prepayment. 

(b) Voluntary termination. The con-
tract of insurance shall be voluntarily 
terminated upon receipt by the Com-
missioner of a written request, on a 
form prescribed by the Commissioner, 
by the borrower and the lender for such 
termination, accompanied by a submis-
sion of the original credit instrument 
for cancellation of the insurance en-
dorsement and the remittance of all 
sums to which the Commissioner is en-
titled. The termination shall become 
effective as of the date these require-
ments are met. 

§ 220.806 Pro rata refund of insurance 
premium. 

Upon termination of loan insurance 
contract by a payment in full or by a 
voluntary termination, the Commis-
sioner shall refund to the lender for the 
account of the borrower an amount 
equal to the pro rata portion of the 
current annual loan insurance pre-
mium theretofore paid which is appli-
cable to the portion of the year subse-
quent to the date of the prepayment or 
the effective date of the voluntary ter-
mination of the contract of insurance. 

§ 220.810 Definition of default. 
(a) If the borrower fails to make any 

payments due under or provided to be 
paid by the terms of the note or secu-
rity instrument and such default con-
tinues for a period of 30 days, the note 
or security instrument shall be consid-
ered in default for the purposes of 
§§ 220.800 et seq. 

(b) The failure to perform any other 
covenant under the note or security in-
strument shall be considered a default, 
provided the lender because of such de-
fault, has exercised its right under the 
note or security instrument and accel-
erated the debt. 

(c) If such defaults as defined in para-
graphs (a) and (b) of this section con-
tinue for a period of 30 days, the lender 
shall be entitled to receive the benefits 
of insurance hereinafter provided. 

§ 220.811 Date of default. 
For the purposes of §§ 220.800 et seq., 

the date of default shall be considered 
as: 

(a) The date of the first uncorrected 
failure to perform a covenant or obli-
gation under the note or security in-
strument; or 

(b) The date of the first failure to 
make a monthly payment which subse-
quent payments by the borrower are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they became due. 

§ 220.812 Notice of default. 
(a) If the default as defined in § 220.810 

is not cured within the 30 day grace pe-
riod, the lender shall, within 30 days 
thereafter, notify the Commissioner in 
writing of such default. 
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(b) The lender shall give notice in 
writing to the Commissioner of the 
failure of the borrower to comply with 
any covenant or obligation under the 
security instrument or note regardless 
of the fact the lender may not have 
elected to accelerate the debt. 

§ 220.813 Commissioner’s right to re-
quire acceleration. 

Upon receipt of notice of the failure 
of the borrower to comply with any 
covenant or obligation under the secu-
rity instrument or note, or otherwise 
being apprised thereof, the Commis-
sioner reserves the right to require the 
lender to accelerate payment of the 
outstanding principal balance due in 
order to protect the interests of the 
Federal Housing Commissioner. 

§ 220.814 Election of action. 
Where a real estate mortgage, deed of 

trust, conditional sales contract, chat-
tel mortgage, lien, judgment, or any 
other security device has been used to 
secure the payment of a loan made 
under the provisions of this section, 
the lender may not, except with the ap-
proval of the Commissioner, both pro-
ceed against such security and also 
make claim under its contract of insur-
ance, but shall elect which method it 
desires to pursue. 

§ 220.820 Maximum claim period. 
Notice of intention to file claim on a 

form prescribed by the Commissioner 
shall be filed within 45 days after the 
lender becomes eligible for the benefits 
of the loan insurance, or within such 
later time as may be agreed upon by 
the Commissioner in writing. 

§ 220.821 Items to be filed on submit-
ting claim. 

Within 30 days after the filing of the 
notice of intention to file claim, or 
within such further period as may be 
agreed upon by the Commissioner in 
writing, the lender shall file with the 
Commissioner: 

(a) The fiscal data pertaining to the 
loan transaction; 

(b) Receipts covering all disburse-
ments as required by the fiscal data 
form; 

(c) The original note and any secu-
rity instrument or instruments which 

shall be assigned to the Commissioner 
without recourse or warranty, except 
that the lender must warrant that no 
act or omission of the lender has im-
paired the validity and priority of such 
security instrument or instruments, 
that the security instrument or instru-
ments are prior to all mechanics’ and 
materialmen’s liens filed of record sub-
sequent to the recording of such secu-
rity instrument or instruments regard-
less of whether such liens attached 
prior to such recording date, and prior 
to all liens and encumbrances which 
may have attached or defects which 
may have arisen subsequent to the re-
cording of such security instrument or 
instruments, except such liens or other 
matters as may be approved by the 
Commissioner, that the amount stated 
in the instrument of assignment is ac-
tually due and owing under the secu-
rity instrument or instruments, that 
there are no offsets or counter claims 
thereto, and that the lender has a good 
right to assign such note and security 
instrument or instruments; 

(d) All hazard insurance policies held 
on property serving as security for the 
loan, together with a copy of the lend-
er’s notification to the carrier author-
izing the amendment of the loss pay-
able clause substituting the Commis-
sioner as the holder of the security in-
strument; 

(e) The assignment to the Commis-
sioner of all rights and interests aris-
ing under the note and security instru-
ment or instruments so in default, and 
all claims of the lender against the bor-
rower or others arising out of the loan 
transaction; 

(f) All policies of title or other insur-
ance or surety bonds, or other guaran-
tees and any and all claims thereunder; 
including evidence satisfactory to the 
Commissioner that the original title 
coverage has been extended to include 
the assignment of the note and secu-
rity instrument or instruments to the 
Commissioner. 

(g) Any property held by the lender 
or its agents or to which it is entitled 
and, if payment is requested in deben-
tures, any cash held by the lender or 
its agents or to which it is entitled, in-
cluding deposits made for the account 
of the borrower, and which have not 
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been applied in reduction of the prin-
cipal of the mortgage indebtedness; 

(h) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction; 

(i) Any additional information or 
data which the Commissioner may re-
quire. 

§ 220.822 Claim computation; items in-
cluded. 

(a) Assignment of loan. Upon an ac-
ceptable assignment of the note and se-
curity instrument, the Commissioner 
shall pay the claim of the lender in an 
amount equal to the unpaid principal 
balance of the loan plus: 

(1) Any accrued interest due as of the 
date of execution of the assignment of 
the loan to the Commissioner. 

(2) Any advances approved by the 
Commissioner made previously by the 
lender under the provisions of the note 
of security instrument or instruments. 

(3) Reimbursement for such reason-
able collection costs, court costs, and 
attorney’s fees as may be approved by 
the Commissioner. 

(4) Reimbursement for premiums 
paid on any hazard insurance policies 
held on the property. 

(5) If payment is made in cash, an 
amount equivalent to the debenture in-
terest which would have been earned as 
of the date insurance settlement oc-
curs, except that when the lender fails 
to meet any one of the applicable re-
quirements of §§ 220.812, 220.820, and 
220.821 within the specified time (or 
within such further time as the Com-
missioner may approve in writing), the 
debenture interest shall be computed 
only to the date to which the par-
ticular action should have been taken 
or to which it was extended. 

(b) [Reserved] 

[36 FR 24573, Dec. 22, 1971, as amended at 80 
FR 51468, Aug. 25, 2015] 

§ 220.823 Claim computation; items de-
ducted. 

If the lender is to receive payment in 
cash, there shall be deducted from the 
total of the added items in § 220.822 the 
following: 

(a) Any balance of the loan not ad-
vanced to the borrower; 

(b) Any cash held by the lender or its 
agents or to which it is entitled; in-

cluding deposits made for the account 
of the borrower and which have not 
been applied in reduction of the prin-
cipal obligation under the note and se-
curity instrument or instruments. 

§ 220.830 Debenture interest rate. 
Debentures shall bear interest from 

the date of issue, payable semiannually 
on the first day of January and the 
first day of July of each year at the 
rate in effect as of the date the com-
mitment was issued or as of the date 
the loan was endorsed for insurance, 
whichever rate is higher. The applica-
ble rates of interest will be published 
twice each year as a notice in the FED-
ERAL REGISTER. 

[47 FR 26125, June 17, 1982] 

§ 220.832 Maturity of debentures. 
Debentures shall mature 10 years 

from the date of issue. 

§ 220.834 Registration of debentures. 
Debentures shall be registered as to 

principal and interest. 

§ 220.836 Form and amounts of deben-
tures. 

Debentures issued under subpart D of 
this part shall be in such form and 
amounts; and shall be subject to such 
terms and conditions; and shall include 
such provisions for redemption, if any, 
as may be prescribed by the Secretary, 
with the approval of the Secretary of 
the Treasury; and may be in book 
entry or certificated registered form, 
or such other form as the Secretary by 
regulation may prescribe. 

[59 FR 49816, Sept. 30, 1994] 

§ 220.838 Redemption of debentures. 
Debentures shall, at the option of the 

Commissioner and with the approval of 
the Secretary of the Treasury, be re-
deemable at par plus accrued interest 
on any semiannual interest payment 
date on three months’ notice of re-
demption given in such manner as the 
Commissioner shall prescribe. The de-
benture interest on the debentures 
called for redemption shall cease on 
the semiannual interest date des-
ignated in the call notice. The Com-
missioner may include with the notice 
of redemption an offer to purchase the 
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debentures at par plus accrued interest 
at any time during the period between 
the notice of redemption and the re-
demption date. If the debentures are 
purchased by the Commissioner after 
such call and prior to the named re-
demption date, the debenture interest 
shall cease on the date of purchase. 

§ 220.840 Issue date of debentures. 
The debentures shall be issued as of 

the date of the execution of the assign-
ment of the loan to the Commissioner. 

§ 220.842 Cash adjustment. 
Any difference of less than $50 be-

tween the amount of debentures to be 
issued to the lender and the total 
amount of the lender’s claim, as ap-
proved by the Commissioner, may be 
adjusted by the issuance of a check in 
payment thereof. 

[59 FR 49816, Sept. 30, 1994] 

§ 220.850 Assignment of insured loans. 
(a) An insured loan may not be trans-

ferred or pledged prior to the full dis-
bursement of the loan, except with the 
prior written approval of the Commis-
sioner which approval may be subject 
to such conditions and qualifications 
as the Commissioner may prescribe. 
Subsequent to full disbursement such 
loan may be transferred only to a 
transferee who is a lender approved by 
the Commissioner. Upon such transfer 
and the assumption by the transferee 
of all obligations under the contract of 
insurance the transferor shall be re-
leased from its obligations under the 
contract of insurance. 

(b) The contract of insurance shall 
terminate with respect to loans de-
scribed in paragraph (a) of this section 
upon the happening of either of the fol-
lowing events: 

(1) The transfer or pledge of the in-
sured loan to any person, firm, or cor-
poration, public or private, other than 
an approved lender. 

(2) The disposal by a lender of any 
partial interest in the insured loan by 
means of a declaration of trust or by a 
participation or trust certificate or by 
any other device, unless with the prior 
written approval of the Commissioner, 
which approval may be subject to such 
conditions and qualifications as the 

Commissioner in his discretion may 
prescribe: Provided, That this para-
graph shall not be applicable to any 
loan so long as it is held in a common 
trust fund maintained by a bank or 
trust company exclusively for the col-
lective investment and reinvestment of 
moneys contributed thereto by the 
bank or trust company in its capacity 
as a trustee, executor or administrator; 
and in conformity with the rules and 
regulations prevailing from time to 
time of the Board of Governors of the 
Federal Reserve System, pertaining to 
the collective investment of trust 
funds: Provided further, That this para-
graph shall not be applicable to any 
loan so long as it is held in a common 
trust estate administered by a bank or 
trust company which is subject to the 
inspection and supervision of a govern-
mental agency, exclusively for the ben-
efit of other banking institutions 
which are subject to the inspection and 
supervision of a governmental agency, 
and which are authorized by law to ac-
quire beneficial intersts in such com-
mon trust estate, nor to any loan 
transferred to such a bank or trust 
company as trustee exclusively for the 
benefit of outstanding owners of undi-
vided interest in the trust estate, 
under the terms of certificates issued 
and sold more than three years prior to 
said transfer, by a corporation which is 
subject to the inspection and super-
vision of a governmental agency. 

Subpart E—Servicing 
Responsibilities—Homes 

§ 220.900 Cross-reference. 

All of the provisions of subpart C, 
part 203 of the chapter concerning the 
responsibilities of servicers of mort-
gages insured under section 203 of the 
National Housing Act apply to mort-
gages covering 1- to 11-family dwellings 
insured under section 220 of the Na-
tional Housing Act, except §§ 203.664 
through 203.666. 

[52 FR 48203, Dec. 21, 1987, and 53 FR 9869, 
Mar. 28, 1988] 
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PART 221—LOW COST AND MOD-
ERATE INCOME MORTGAGE IN-
SURANCE—SAVINGS CLAUSE 

Subpart A—Eligibility Requirements—Low 
Cost Homes—Savings Clause 

Sec. 
221.1 Savings clause. 

Subpart B—Contract Rights and 
Obligations—Low Cost Homes 

221.251 Cross-reference. 
221.252 Substitute mortgagors. 
221.254 Mortgage insurance premiums. 
221.255 Assignment option. 
221.256 Interest rate increase and payment 

of mortgage insurance premiums on 
mortgages under §§ 221.60 and 221.65 

221.275 Method of paying insurance benefits. 
221.280 Waived title objections. 

SPECIAL PROVISIONS APPLICABLE ONLY TO 
MORTGAGES INVOLVING CONDOMINIUM UNITS 

221.300 Changes in the plan of apartment 
ownership. 

221.305 Condition of the multifamily struc-
ture. 

221.310 Assessment of taxes. 
221.315 Certificate of tax assessment. 
221.320 Certificate or statement of condi-

tion. 
221.325 Cancellation of hazard insurance. 

Subpart C—Eligibility Requirements— 
Moderate Income Projects 

221.501 Eligibility requirements. 

Subpart D—Contract Rights and 
Obligations—Moderate Income Projects 

221.751 Cross-reference. 
221.753 Termination of mortgage insurance. 
221.755 Premiums first, second, third and 

operating loss loans. 
221.761 Forbearance relief. 
221.762 Payment of insurance benefits. 
221.763 Special insurance benefits—forbear-

ance relief cases. 
221.770 Assignment option. 
221.775 Option period. 
221.780 Issuance of debentures. 
221.785 Date of maturity of debentures. 
221.790 Debenture interest rate. 
221.795 Displacement—below market inter-

est rate mortgages. 

Subpart E—Servicing Responsibilities—Low 
Cost Homes 

221.800 Cross-reference. 

AUTHORITY: 12 U.S.C. 1715b, 1715l, and 1735d; 
42 U.S.C. 3535(d). 

SOURCE: 36 FR 24587, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility Require-
ments—Low Cost Homes— 
Savings Clause 

§ 221.1 Savings clause. 

(a) Effective February 20, 2001, the 
authority to insure mortgages under 
section 221(d)(2) of the National Hous-
ing Act (12 U.S.C. 1715l(d)(2)) for low 
cost and moderate income mortgage 
insurance is terminated, except that 
HUD will endorse for insurance validly 
processed mortgages under direct en-
dorsement where the credit worksheet 
was signed by the mortgagee’s under-
writer before February 20, 2001. 

(b) Subpart A of this part, as it ex-
isted immediately before February 20, 
2001, will continue to govern the rights 
and obligations of insured mortgage 
lenders, mortgagors, and HUD with re-
spect to section 221(d)(2) single family 
loans insured before February 20, 2001, 
or in accordance with paragraph (a) of 
this section, pursuant to the applicable 
provisions of this subpart. 

[66 FR 5913, Jan. 19, 2001] 

Subpart B—Contract Rights and 
Obligations—Low Cost Homes 

§ 221.251 Cross-reference. 

(a) All of the provisions of subpart B, 
part 203 of this chapter covering mort-
gages insured under section 203 of the 
National Housing Act apply to mort-
gages covering one- to four-family 
dwellings insured under section 221 of 
the National Housing Act, except the 
following provisions: 

Sec. 
203.258 Substitute mortgagors. 
203.259a Scope. 
203.260 Amount of Mortgage Insurance Pre-

mium (MIP). 
203.261 Calculation of MIP. 
203.262 Due date of MIP. 
203.264 Payment of MIP. 
203.266 Period covered by MIP. 
203.268 Pro rata payment of MIP. 
203.280 One-time MIP. 
203.281 Calculation of one-time MIP. 
203.282 Mortgagee’s late charge and inter-

est. 
203.283 Refund of one-time MIP. 
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221.501 Eligibility requirements. 
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221.751 Cross-reference. 
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221.755 Premiums first, second, third and 

operating loss loans. 
221.761 Forbearance relief. 
221.762 Payment of insurance benefits. 
221.763 Special insurance benefits—forbear-

ance relief cases. 
221.770 Assignment option. 
221.775 Option period. 
221.780 Issuance of debentures. 
221.785 Date of maturity of debentures. 
221.790 Debenture interest rate. 
221.795 Displacement—below market inter-

est rate mortgages. 

Subpart E—Servicing Responsibilities—Low 
Cost Homes 

221.800 Cross-reference. 

AUTHORITY: 12 U.S.C. 1715b, 1715l, and 1735d; 
42 U.S.C. 3535(d). 

SOURCE: 36 FR 24587, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility Require-
ments—Low Cost Homes— 
Savings Clause 

§ 221.1 Savings clause. 

(a) Effective February 20, 2001, the 
authority to insure mortgages under 
section 221(d)(2) of the National Hous-
ing Act (12 U.S.C. 1715l(d)(2)) for low 
cost and moderate income mortgage 
insurance is terminated, except that 
HUD will endorse for insurance validly 
processed mortgages under direct en-
dorsement where the credit worksheet 
was signed by the mortgagee’s under-
writer before February 20, 2001. 

(b) Subpart A of this part, as it ex-
isted immediately before February 20, 
2001, will continue to govern the rights 
and obligations of insured mortgage 
lenders, mortgagors, and HUD with re-
spect to section 221(d)(2) single family 
loans insured before February 20, 2001, 
or in accordance with paragraph (a) of 
this section, pursuant to the applicable 
provisions of this subpart. 

[66 FR 5913, Jan. 19, 2001] 

Subpart B—Contract Rights and 
Obligations—Low Cost Homes 

§ 221.251 Cross-reference. 

(a) All of the provisions of subpart B, 
part 203 of this chapter covering mort-
gages insured under section 203 of the 
National Housing Act apply to mort-
gages covering one- to four-family 
dwellings insured under section 221 of 
the National Housing Act, except the 
following provisions: 

Sec. 
203.258 Substitute mortgagors. 
203.259a Scope. 
203.260 Amount of Mortgage Insurance Pre-

mium (MIP). 
203.261 Calculation of MIP. 
203.262 Due date of MIP. 
203.264 Payment of MIP. 
203.266 Period covered by MIP. 
203.268 Pro rata payment of MIP. 
203.280 One-time MIP. 
203.281 Calculation of one-time MIP. 
203.282 Mortgagee’s late charge and inter-

est. 
203.283 Refund of one-time MIP. 
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203.288 Discontinuance of adjusted premium 
charge. 

203.295 Voluntary termination of insurance. 
203.389 Waived title objections. 
203.400 Method of payment. 
203.420 Nature of Mutual Mortgage Insur-

ance Fund. 
203.421 Allocation of Mutual Mortgage In-

surance Fund income or loss. 
203.422 Right and liability under Mutual 

Mortgage Insurance Fund. 
203.423 Distribution of distributive shares. 
203.424 Maximum amount of distributive 

shares. 
203.425 Finality of determination. 
203.436 Claim procedure—graduated pay-

ment mortgages. 
203.438 Mortgages on Indian land insured 

pursuant to section 248 of the National 
Housing Act. 

203.439 Mortgages on Hawaiian home lands 
insured pursuant to section 247 of the Na-
tional Housing Act. 

203.439a Mortgages on property in Allegany 
Reservation of Seneca Nation of Indians 
authorized by section 203(q) of the Na-
tional Housing Act. 

(b) For the purposes of this subpart, 
all references in part 203 of this chapter 
to section 203 of the Act shall be con-
strued to refer to section 221 of the 
Act, and all references to the Mutual 
Mortgage Insurance Fund shall be con-
strued to refer to the General Insur-
ance Fund. 

[36 FR 24587, Dec. 22, 1971, as amended at 37 
FR 8663, Apr. 29, 1972; 41 FR 42949, Sept. 29, 
1976; 42 FR 29304, June 8, 1977; 47 FR 30754, 
July 15, 1982; 48 FR 28807, June 23, 1983; 51 FR 
21874, June 16, 1986; 52 FR 8069, Mar. 16, 1987; 
52 FR 28470, July 30, 1987; 52 FR 48204, Dec. 21, 
1987; 53 FR 9869, Mar. 28, 1988; 55 FR 34810, 
Aug. 24, 1990; 61 FR 37801, July 19, 1996] 

§ 221.252 Substitute mortgagors. 
(a) Selling mortgagor. The mortgagee 

may effect the release of a mortgagor 
from personal liability on the mort-
gage note only if it obtains the Com-
missioner’s approval of a substitute 
mortgagor, as provided by this section. 

(b) Purchasing mortgagor. The Com-
missioner may approve a substitute 
mortgagor with respect to any mort-
gage insured under subpart A of this 
part, if the substitute mortgagor is to 
occupy the dwelling as a principal resi-
dence or a secondary residence (as 
these terms are defined in § 221.20(c)) or 
is a private nonprofit or public entity 
as provided in section 221(h) of the Na-
tional Housing Act. 

(c) Applicability—current mortgagor. 
Paragraph (b) of this section applies to 
the Commissioner’s approval of a sub-
stitute mortgagor, only if the mort-
gage executed by the original mort-
gagor met the conditions of § 203.258(c) 
of this chapter. 

(d) Applicability—earlier mortgagor. 
The occupancy and similar require-
ments set forth in § 203.258(d) of this 
chapter apply to mortgages insured 
under subpart A of this part. 

(e) Mortgagees approved for partici-
pation in the Direct Endorsement pro-
gram under § 203.3 of this chapter may, 
subject to limitations established by 
the Commissioner, themselves approve 
an appropriate substitute mortgagor 
under the section and need not obtain 
further specific approval from the 
Commissioner. 

(f) Definition. As used in this section, 
the term substitute mortgagor includes: 

(1) Persons who, upon the release by 
a mortgagee of a previous mortgagor 
from personal liability on the mort-
gage note, assume this liability and 
agree to pay the mortgage debts and 

(2) Persons who purchase without as-
suming liability on the mortgage note 
or purchase where no release is given 
by the mortgagee to the previous mort-
gagor. 

[55 FR 34810, Aug. 24, 1990, as amended at 57 
FR 58351, Dec. 9, 1992] 

§ 221.254 Mortgage insurance pre-
miums. 

(a) All of the provisions of §§ 203.260 
through 203.295 of this chapter relating 
to mortgage insurance premiums shall 
apply to mortgages insured under this 
subpart, except that as to mortgages 
meeting the special requirements of 
§ 221.60 or § 221.65, such provisions shall 
only be applicable under the cir-
cumstances prescribed in paragraph (b) 
of this section. Notwithstanding any 
provision in the mortgage instrument, 
there shall be no adjusted mortgage in-
surance premium or voluntary termi-
nation charge due the Commissioner on 
account of the prepayment of any 
mortgage or the voluntary termination 
of any mortgage insurance contract 
where (1) The mortgage is prepaid in 
full, or (2) the Commissioner receives a 
request for voluntary termination on 
or after May 1, 1972. 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00357 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



348 

24 CFR Ch. II (4–1–19 Edition) § 221.255 

(b) Whenever the interest rate on a 
mortgage insured under this part as 
having met the special requirement of 
§ 221.60 or § 221.65 shall have been in-
creased to the maximum rate in ac-
cordance with § 221.60(j), § 221.65(d)(4), or 
§ 221.65(d)(5), the provisions of §§ 203.260 
through 203.295 of this chapter relating 
to mortgage insurance premiums shall 
apply except that: 

(1) References to the original prin-
cipal amount shall be construed as the 
scheduled unpaid principal balance, 
without taking into account delin-
quent payments or prepayments, on 
the date of the change in interest rate 
required under the mortgage. 

(2) References to the date of the 
issuance of a Mortgage Insurance Cer-
tificate or the date of the endorsement 
of the credit instrument or the date 
the insurance becomes effective shall 
be construed as the date of the change 
in interest required under the mort-
gage. 

(3) References to the first year of am-
ortization under the mortgage shall be 
construed as the period beginning on 
the date of the change in interest rate 
required under the mortgage and end-
ing on the next anniversary of the be-
ginning of amortization. 

[36 FR 24587, Dec. 22, 1971, as amended at 37 
FR 8663, Apr. 29, 1972] 

§ 221.255 Assignment option. 
(a) A mortgagee holding a mortgage 

insured pursuant to a conditional or 
firm commitment issued on or before 
November 30, 1983 has the option to as-
sign, transfer and deliver to the Com-
missioner the original credit instru-
ment and the mortgage securing it, 
provided the mortgage is not in default 
at the expiration of 20 years from the 
date of final endorsement of the credit 
instrument. In processing a mortga-
gee’s claim for insurance benefits 
under this section, the Commissioner 
may direct the mortgagee to assign, 
transfer and deliver the original credit 
instrument, and the mortgage securing 
it, directly to the Government Na-
tional Mortgage Association (GNMA). 
Upon such assignment, transfer and de-
livery, either to the Commissioner or 
to GNMA, as directed, the mortgage in-
surance contract shall terminate and 
the mortgagee shall be entitled to re-

ceive insurance benefits in accordance 
with this section. 

(b) The mortgagee may exercise its 
assignment option within 1 year fol-
lowing the twentieth anniversary of 
the date the mortgage was endorsed for 
insurance. 

(c) Upon the exercise of the assign-
ment option the Commissioner shall 
issue to the assignor mortgagee deben-
tures having a total face value equal to 
the amount of the original principal 
obligation of the mortgage which was 
unpaid on the date of the assignment, 
plus accrued interest to such date. 

(d) The debentures issued pursuant to 
the exercise of an assignment option 
shall be dated as of the date the mort-
gage is assigned to the Commissioner 
and shall mature 10 years after such 
date. 

(e) The debentures issued pursuant to 
the exercise of an assignment option 
shall bear interest at the going Federal 
rate at date of issuance. The going Fed-
eral rate means the annual rate of in-
terest specified by the Secretary of the 
Treasury as applicable to the 6-month 
period which includes the issuance date 
of the debentures. The Secretary of the 
Treasury shall determine this applica-
ble rate by estimating the average 
yield to maturity, on the basis of daily 
closing market bid quotations or prices 
during the month of May or the month 
of November, as the case may be, next 
preceding such 6-month period, on all 
outstanding marketable obligations of 
the United States having a maturity 
date of 8 to 12 years from the first day 
of May or November, as the case may 
be. If there should be no outstanding 
marketable obligations of the United 
States having the 8 to 12 year maturity 
at the time the Secretary of the Treas-
ury is required to determine the deben-
ture rate involved, the obligation next 
shorter than 8 years and the obligation 
next longer than 12 years respectively, 
shall be used. 

(f) Debentures shall bear interest 
from the date of issue, payable semi-
annually on the first day of January 
and the first day of July of each year 
at the rate in effect on the issue date, 
a date which shall be established as 
provided in § 203.410 of this chapter. The 
interest rate shall be established by 
the Commissioner in an amount not in 
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excess of the annual rate of interest 
which the Secretary of the Treasury 
shall specify as applicable to the 6- 
month period (consisting of January 
through June, or July through Decem-
ber) which includes the issuance date 
of such debentures, which applicable 
rate for each 6-month period shall be 
determined by the Secretary of the 
Treasury, at the request of the Com-
missioner, by estimating the average 
yield to maturity, on the basis of daily 
closing market bid quotations or prices 
during the calendar month next pre-
ceding the establishment of such rate 
of interest, on all outstanding market-
able obligations of the United States 
having a maturity date of 15 years or 
more from the first day of such next 
preceding month, and by adjusting 
such estimated average annual yield to 
the nearest one-eighth of 1 per centum. 

[36 FR 24587, Dec. 22, 1971, as amended at 49 
FR 12697, Mar. 30, 1984] 

§ 221.256 Interest rate increase and 
payment of mortgage insurance 
premiums on mortgages under 
§ 221.60 and § 221.65. 

(a) Where a mortgage meets the spe-
cial requirements of § 221.60 or § 221.65, 
the following procedures are applica-
ble: 

(1) The mortgagee shall determine, at 
least biennially, whether the mort-
gagor has continued to occupy the 
property securing the mortgage. If the 
mortgagee determines that the mort-
gagor is not occupying the property or 
that the mortgagor has sold the prop-
erty subject to the mortgage to a pur-
chaser not qualifying under the provi-
sions of § 221.60(h) or § 221.65(d)(4) (as ap-
propriate) for the continuation of a 
below market interest rate, interest on 
such mortgage shall be computed by 
the mortgagee at the highest rate per-
missible under the mortgage. The com-
putation at the higher rate shall be ef-
fective from the first day of the month 
following the month in which the right 
to collect interest at the increased rate 
first accrued, as determined by the 
mortgagee. 

(2) The mortgagee shall determine 
the mortgagor’s family income, at 
least biennially, and shall increase the 
mortgage interest pursuant to the re-
quirements of §§ 221.60(g) and 

221.65(d)(5), as appropriate, to comply 
with the requirements of such sections. 
The computation at the higher rate 
shall be effective from the first day of 
the month following the month in 
which the mortgagee determines that 
the mortgagor’s family income was in-
creased. 

(b) The mortgagee shall notify the 
Commissioner, on a form prescribed by 
the Commissioner, within 30 days of 
making the determination of the right 
to compute interest at the higher rate, 
as provided in paragraph (a) of this sec-
tion, of: 

(1) The date on which such right first 
accrued, and 

(2) The outstanding principal balance 
of the mortgage on the first day of the 
month following the date on which 
such right first accrued. 

(c) The liability for payment of mort-
gage insurance premiums shall begin 
on and be computed from the first day 
of the month following the date on 
which the right to compute interest at 
the higher rate shall have first ac-
crued. 

[36 FR 24587, Dec. 22, 1971, as amended at 37 
FR 8663, Apr. 29, 1972] 

§ 221.275 Method of paying insurance 
benefits. 

If the application for insurance bene-
fits is acceptable to the Commissioner, 
all of the insurance claim shall be paid 
in cash unless the mortgagee files a 
written request with the application 
for payment in debentures. If such a re-
quest is made, all of the claim shall be 
paid by issuing debentures and by mak-
ing a cash payment adjusting any dif-
ferences between the total amount of 
the claim and the amount of the deben-
tures issued. 

§ 221.280 Waived title objections. 
(a) General provisions. All of the pro-

visions of § 203.389 of this chapter (re-
lating to the waiver by the Commis-
sioner of objections to title) shall 
apply to mortgages insured under this 
subpart, with the exception of mort-
gages involving condominium units. 

(b) Provisions applicable to condo-
minium units. Where the mortgage in-
volves a condominium unit, the Com-
missioner shall not object to title by 
reason of the following matters: 
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(1) Violations of a restriction based 
on race, color, or creed, even where 
such restriction provides for a penalty 
of reversion or forfeiture of title or a 
lien for liquidated damage. 

(2) Easements for public utilities 
along one or more of the property 
lines, provided the exercise of the 
rights thereunder do not interfere with 
any of the buildings or improvements 
located on the subject property. 

(3) Encroachments on the subject 
property by improvements on adjoining 
property, provided such encroachments 
do not interfere with the use of any im-
provements on the subject property. 

(4) Variations between the length of 
the subject property lines as shown on 
the application for insurance and as 
shown by the record or possession 
lines, provided such variations do not 
interfere with the use of any of the im-
provements on the subject property. 

(5) Customary buildings or use re-
strictions for breach of which there is 
no reversion and which have not been 
violated to a material extent. 

SPECIAL PROVISIONS APPLICABLE ONLY 
TO MORTGAGES INVOLVING CONDO-
MINIUM UNITS 

§ 221.300 Changes in the plan of apart-
ment ownership. 

The mortgagee shall notify the Com-
missioner of any changes in the plan of 
apartment ownership and in the admin-
istration of the property. Such notifi-
cation shall be given either at the time 
of the conveyance of the property or at 
the time of the assignment of the 
mortgage. Any changes in such plan 
shall require approval by the Commis-
sioner. 

§ 221.305 Condition of the multifamily 
structure. 

(a) When a family unit is conveyed or 
a mortgage is assigned to the Commis-
sioner, the family unit and the com-
mon areas and facilities (including re-
stricted common areas and facilities) 
designated for the particular unit shall 
be undamaged by fire, earthquake, tor-
nado, or boiler explosion, except if the 
property has been damaged, either of 
the following actions shall be taken: 

(1) The property may be repaired 
prior to its conveyance or prior to the 

assignment of the mortgage to the 
Commissioner. 

(2) With the prior approval of the 
Commissioner, the property may be 
conveyed or the mortgage assigned to 
the Commissioner without repairing 
the damage. In such instances, the 
Commissioner shall deduct from the in-
surance benefits either his estimate of 
the decrease in value of the family unit 
or the amount of any insurance recov-
ery received by the mortgagee, which-
ever is the greater. 

(b) If the property has been damaged 
by fire and such property was not cov-
ered by fire insurance at the time of 
the damage, the mortgagee may con-
vey the property or assign the mort-
gage to the Commissioner without de-
duction from the insurance benefits for 
any loss occasioned by such fire if the 
following conditions are met: 

(1) The property shall have been cov-
ered by fire insurance at the time the 
mortgage was insured. 

(2) The fire insurance shall have been 
later cancelled or renewal shall have 
been refused by the insuring company. 

(3) The mortgagee shall have notified 
the Commissioner within 30 days (or 
within such further time as the Com-
missioner may approve) of the can-
cellation of the fire insurance or of the 
refusal of the insuring company to 
renew the fire insurance. This notifica-
tion shall have been accompanied by a 
certification of the mortgagee that 
diligent efforts were made, but it was 
unable to obtain fire insurance cov-
erage at reasonably competitive rates 
and that it will continue its efforts to 
obtain adequate fire insurance cov-
erage at competitive rates. 

§ 221.310 Assessment of taxes. 
When a family unit is conveyed to 

the Commissioner or a mortgage is as-
signed to the Commissioner, the unit 
shall be assessed and subject to assess-
ment for taxes pertaining only to that 
unit. 

§ 221.315 Certificate of tax assessment. 
The mortgagee shall certify, as of the 

date of filing for record of the deed or 
assignment of the mortgage to the 
Commissioner, that the family unit is 
assessed and subject to assessment for 
taxes pertaining to that unit. 
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§ 221.320 Certificate or statement of 
condition. 

(a) At the time of the assignment of 
the mortgage or conveyance of the 
property to the Commissioner, the 
mortgagee shall, as of the date of the 
filing for record of the deed or assign-
ment, 

(1) Certify that the conditions of 
§ 221.305(a) have been met; or 

(2) Submit a statement describing 
any such damage that may still exist. 

(b) In the absence of evidence to the 
contrary, the mortgagee’s certificate 
or its statement as to damage shall be 
accepted by the Commissioner as es-
tablishing the condition of the family 
unit and the common areas and facili-
ties including restricted common areas 
and facilities designated for the par-
ticular unit. 

§ 221.325 Cancellation of hazard insur-
ance. 

The provisions of § 203.382 of this 
chapter are incorporated by reference 
and shall apply to hazard insurance 
policies carried solely for the family 
unit. 

Subpart C—Eligibility Require-
ments—Moderate Income 
Projects 

§ 221.501 Eligibility requirements. 
The requirements set forth in 24 CFR 

part 200, subpart A, apply to multi-
family project mortgages insured under 
section 221 of the National Housing Act 
(12 U.S.C. 1715l), as amended. 

[61 FR 14405, Apr. 1, 1996] 

Subpart D—Contract Rights and 
Obligations—Moderate In-
come Projects 

§ 221.751 Cross-reference. 
(a) All of the provisions of subpart B, 

part 207 of this chapter, covering mort-
gages insured under section 207 of the 
National Housing Act, apply with full 
force and effect to multifamily project 
mortgages insured under section 221 of 
the National Housing Act, except the 
following provisions: 

Sec. 
207.252 First, second, and third premium. 

207.252a Premiums—operating loss loans. 
207.259 Insurance benefits. 

(b) For the purposes of this subpart, 
all references in part 207 of this chapter 
to section 207 of the act shall be con-
strued to refer to section 221 of the 
Act, and all references to part 207 shall 
be construed to refer to this subpart. 

[36 FR 24587, Dec. 22, 1971, as amended at 37 
FR 8663, Apr. 29, 1972; 42 FR 59675, Nov. 18, 
1977] 

§ 221.753 Termination of mortgage in-
surance. 

In addition to the provisions of 
§ 207.253a, the following requirements 
apply to certain multifamily mort-
gages insured under section 221 of the 
National Housing Act: 

(a) For those projects qualifying as 
eligible low income housing under 
§ 248.201, the contract of insurance may 
be terminated only as provided in part 
248. 

(b) For those projects subject to sec-
tion 250(a) of the National Housing Act, 
the contract of insurance may be ter-
minated only if the Commissioner de-
termines that the requirements of sec-
tion 250(a) are met. 

[55 FR 38958, Sept. 21, 1990] 

§ 221.755 Premiums first, second, third 
and operating loss loans. 

All of the provisions of §§ 207.252 and 
207.252a of this chapter, relating to 
mortgage insurance premiums, apply 
to mortgages insured under this sub-
part that provide for interest at the 
market rate prescribed in § 221.518(a) 
except that as to mortgages insured 
under this subpart pursuant to section 
238(c) of the Act all mortgage insur-
ance premiums due in accordance with 
§§ 207.252 and 207.252a shall be cal-
culated on the basis of one percent. 
The provisions of § 207.252. shall not 
apply to: 

(a) Mortgages that provide for inter-
est during the construction period at 
the market rate and for interest subse-
quent to final endorsement at the 
below market rate prescribed in 
§ 221.518(b); or 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00361 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



352 

24 CFR Ch. II (4–1–19 Edition) § 221.761 

(b) Mortgages encumbering a project 
in which all units are covered by an an-
nual contributions contract issued pur-
suant to section 10(c) of the Housing 
Act of 1937. 

[36 FR 24587, Dec. 22, 1971, as amended at 42 
FR 59675, Nov. 18, 1977] 

§ 221.761 Forbearance relief. 
(a) In a case where the mortgage is in 

default, the mortgagor and the mort-
gagee may enter into a forbearance 
agreement for the reduction or suspen-
sion of regular mortgage payments for 
a specified period of time, if the fol-
lowing requirements are met: 

(1) The mortgage was endorsed for in-
surance on or after July 7, 1961. 

(2) The Commissioner determines 
that the default was due to cir-
cumstances beyond the mortgagor’s 
control and that the mortgage prob-
ably will be restored to good standing 
within a reasonable period of time and 
evidences such determination by writ-
ten approval of the forbearance agree-
ment. 

(b) The time specified in § 207.258(a) of 
this chapter, within which a mortgagee 
shall give the Commissioner written 
notice of its intention to file an insur-
ance claim, shall be suspended for the 
period of time specified in the forbear-
ance agreement as long as the mort-
gagor complies with the requirements 
of such agreement. 

(c) If the mortgagor fails to meet the 
requirements of a forbearance agree-
ment or to cure the default under the 
mortgage at the expiration of the for-
bearance period, and such failure con-
tinues for a period of 30 days, the mort-
gagee shall notify the Commissioner of 
such failure. Within 45 days thereafter, 
unless a modification or extension of 
the forbearance agreement has been ap-
proved by the Commissioner, the mort-
gagee shall notify the Commissioner of 
its election to file an insurance claim 
and of its decision to either assign the 
mortgage to the Commissioner or to 
acquire and convey title to the prop-
erty to the Commissioner. If the mort-
gage is assigned to the Commissioner, 
the special insurance benefits pre-
scribed in § 221.763 shall be applicable. 

[36 FR 24587, Dec. 22, 1971, as amended at 51 
FR 27838, Aug. 4, 1986] 

§ 221.762 Payment of insurance bene-
fits. 

All of the provisions of § 207.259 of 
this chapter relating to insurance ben-
efits apply to multifamily project 
mortgages insured under this subpart, 
except as provided in this section: 

(a) [Reserved] 
(b) Below market interest rate mort-

gages. Where the mortgage has been fi-
nally endorsed and the special below 
market interest rate provided in 
§ 221.518(b) is applicable as of the date 
of default, the 1 percent deduction from 
insurance benefits prescribed in 
§ 207.259(b)(2)(iv) of this chapter shall 
not be applicable. 

(c) Mortgages financed with section 
11(b) obligations. Where the funds for a 
mortgage loan are provided by obliga-
tions that are tax-exempt under sec-
tion 11(b) of the United States Housing 
Act of 1937 (24 CFR part 811), the one 
percent deduction from insurance bene-
fits prescribed in § 207.259(b)(2)(iv) of 
this chapter shall not be applicable to 
claims with respect to multifamily 
rental housing projects for which a 
firm commitment for mortgage insur-
ance was issued on or after March 12, 
1979. 

[36 FR 24587, Dec. 22, 1971, as amended at 44 
FR 40890, July 13, 1979; 80 FR 51468, Aug. 25, 
2015] 

§ 221.763 Special insurance benefits— 
forbearance relief cases. 

(a) In the case of a mortgage that 
provides for payment of interest at the 
market rate prescribed in § 221.518(a), if 
the mortgagor fails to meet the re-
quirements of a forbearance agreement 
or to cure the default under the mort-
gage at the expiration of the forbear-
ance agreement, the mortgagee shall 
be entitled to obtain a special insur-
ance payment in cash, in lieu of the in-
surance benefits otherwise provided 
under this subpart. To receive the spe-
cial insurance payment, the mortgagee 
shall assign the mortgage to the Com-
missioner in compliance with the re-
quirements of § 207.258(b) of this chap-
ter. 

(b) The special insurance benefit to 
the mortgagee shall be a cash payment 
computed in accordance with 
§ 207.259(b) of this chapter, except that 
in lieu of the allowance for debenture 
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interest in § 207.259(b)(1)(iii) of this 
chapter, the payment shall include the 
amount of the unpaid accrued mort-
gage interest computed to the date the 
assignment of the mortgage to the 
Commissioner is filed for record. In ad-
dition, there shall be included in the 
cash payment an amount equivalent to 
the debenture interest which would 
have been earned from the date the 
mortgage assignment was filed for 
record to the date the payment is 
made; except that when the mortgagee 
fails to meet any of the applicable re-
quirements of § 207.258(b) of this chap-
ter and § 221.761(c) within the specified 
times and in a manner satisfactory to 
the Commissioner (or within such fur-
ther time as the Commissioner may ap-
prove in writing), such debenture inter-
est allowance shall be computed only 
to the date on which the particular re-
quired action should have been taken. 

§ 221.770 Assignment option. 
A mortgagee holding a conditional or 

firm commitment issued on or before 
November 30, 1983 (or, in the Direct En-
dorsement program, a property ap-
praisal report signed by the mortga-
gee’s approved underwriter on or before 
November 30, 1983) has the option to as-
sign, transfer and deliver to the Com-
missioner the original credit instru-
ment and the mortgage securing it, 
provided that the mortgage is not in 
default at the expiration of 20 years 
from the date of final endorsement of 
the credit instrument. In processing a 
mortgagee’s claim for insurance bene-
fits under this section, the Commis-
sioner may direct the mortgagee to as-
sign, transfer and deliver the original 
credit instrument, and the mortgage 
securing it, directly to the Government 
National Mortgage Association 
(GNMA). Upon such assignment, trans-
fer and delivery either to the Commis-
sioner or to GNMA, as directed, the 
mortgage insurance contract shall ter-
minate and the mortgagee shall be en-
titled to receive insurance benefits in 
accordance with § 221.780. 

[49 FR 12698, Mar. 30, 1984, as amended at 57 
FR 58351, Dec. 9, 1992] 

§ 221.775 Option period. 
The mortgagee may exercise its op-

tion to assign within one year fol-

lowing the twentieth anniversary of 
the date the mortgage was finally en-
dorsed for insurance. 

§ 221.780 Issuance of debentures. 

Upon the exercise of the assignment 
option and the satisfactory perform-
ance of the requirements as to assign-
ment set out in § 207.258 of this chapter, 
the Commissioner shall issue the as-
signor mortgagee debentures having a 
total par value equal to the amount of 
the original principal obligation of the 
mortgage which was unpaid on the date 
of the assignment, plus accrued inter-
est to such date. 

[59 FR 49816, Sept. 30, 1994] 

§ 221.785 Date of maturity of deben-
tures. 

The debentures issues pursuant to 
the exercise of an assignment option 
shall be dated as of the date the mort-
gage is assigned to the Commissioner 
and shall mature 10 years after such 
date. 

§ 221.790 Debenture interest rate. 

The debentures issued pursuant to 
the exercise of an assignment option 
shall bear interest at the going Federal 
rate at date of issuance. The going Fed-
eral rate means the annual rate of in-
terest specified by the Secretary of the 
Treasury as applicable to the 6-month 
period which includes the issuance date 
of the debentures. The Secretary of the 
Treasury shall determine this applica-
ble rate by estimating the average 
yield to maturity, on the basis of daily 
closing market bid quotations or prices 
during the month of May or the month 
of November, as the case may be, next 
preceding such 6-month period, on all 
outstanding marketable obligations of 
the United States having a maturity 
date of 8 to 12 years from the first day 
of May or November, as the case may 
be. If there should be no outstanding 
marketable obligations of the United 
States having the 8 to 12 year maturity 
at the time the Secretary of the Treas-
ury is required to determine the deben-
ture rate involved, the obligation next 
shorter than 8 years and the obligation 
next longer than 12 years respectively 
shall be used. 
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§ 221.795 Displacement—below market 
interest rate mortgages. 

(a) Minimizing displacement. Con-
sistent with the other goals and objec-
tives of this part, Owners shall assure 
that they have taken all reasonable 
steps to minimize the displacement of 
persons (households, businesses, non-
profit organizations, and farms) as a 
result of a project assisted under this 
part. 

(b) Temporary relocation. The fol-
lowing policies cover residential ten-
ants who will not be required to move 
permanently but who must relocate 
temporarily to permit rehabilitation or 
other work for the project. Such ten-
ants must be provided: 

(1) Reimbursement for all reasonable 
out-of-pocket expenses incurred in con-
nection with the temporary relocation, 
including the cost of moving to and 
from the temporarily occupied housing, 
any increase in monthly rent/utility 
costs and any incidental expenses. 

(2) Appropriate advisory services, in-
cluding reasonable advance written no-
tice of: 

(i) The date and approximate dura-
tion of the temporary relocation; 

(ii) The location of the suitable, de-
cent, safe, and sanitary dwelling to be 
made available for the temporary pe-
riod; 

(iii) The terms and conditions under 
which the tenant may lease and occupy 
a suitable, decent, safe, and sanitary 
dwelling in the building/complex fol-
lowing completion of the rehabilita-
tion; and 

(iv) The provisions of paragraph (b)(1) 
of this section. 

(c) Relocation assistance for displaced 
persons. A ‘‘displaced person’’ (defined 
in paragraph (g) of this section) must 
be provided relocation assistance at 
the levels described in, and in accord-
ance with the requirements of, the Uni-
form Relocation Assistance and Real 
Property Acquisition Policies Act of 
1970, as amended (URA) (42 U.S.C. 4201– 
4655) and implementing regulations at 
49 CFR part 24. A ‘‘displaced person’’ 
shall be advised of his or her rights 
under the Fair Housing Act (42 U.S.C. 
3601–19), and, if the representative com-
parable replacement dwelling used to 
establish the amount of the replace-
ment housing payment to be provided 

to a minority person is located in an 
area of minority concentration, such 
person also shall be given, if possible, 
referrals to comparable and suitable, 
decent, safe and sanitary replacement 
dwellings not located in such areas. 

(d) Real property acquisition require-
ments. The acquisition of real property 
for a project is subject to the URA and 
the requirements described in 49 CFR 
part 24, subpart B. 

(e) Appeals. A person who disagrees 
with the Owner’s determination con-
cerning whether the person qualifies as 
a ‘‘displaced person,’’ or with the 
amount of relocation assistance for 
which the person is eligible, may file a 
written appeal of that determination 
with the Owner. A person who is dissat-
isfied with the Owner’s determination 
on his or her appeal may submit a writ-
ten request for review of that deter-
mination to the HUD Field Office. 

(f) Responsibility of Owner. (1) The 
Owner shall certify (i.e., provide assur-
ance of compliance as required by 49 
CFR part 24) that the Owner will com-
ply with the URA, the regulations at 49 
CFR part 24, and the requirements of 
this section. The Owner shall ensure 
such compliance notwithstanding any 
third party’s contractual obligation to 
the Owner to comply with these provi-
sions. 

(2) The cost of required relocation as-
sistance is an eligible project cost in 
the same manner and to the same ex-
tent as other project costs. Such costs 
also may be paid with funds available 
from other sources. 

(3) The Owner shall maintain records 
in sufficient detail to demonstrate 
compliance with these provisions. The 
Owner shall maintain data on the race, 
ethnic, gender, and disability status of 
displaced persons. 

(g) Definition of displaced person. (1) 
For purposes of this section, the term 
displaced person means a person (house-
hold, business, nonprofit organization, 
or farm) that moves from real prop-
erty, or moves personal property from 
real property, permanently, as a direct 
result of acquisition, rehabilitation, or 
demolition for a project assisted under 
this part. The term ‘‘displaced person’’ 
includes, but may not be limited to: 
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(i) A tenant-occupant of a dwelling 
unit who moves from the building/com-
plex, permanently, after the Owner 
executes the agreement covering the 
rehabilitation, demolition or acquisi-
tion, if the move occurs before the ten-
ant is provided written notice offering 
him or her the opportunity to lease and 
occupy a suitable, decent, safe, and 
sanitary dwelling in the same building/ 
complex, under reasonable terms and 
conditions, upon completion of the 
project. Such reasonable terms and 
conditions include a monthly rent and 
estimated average monthly utility 
costs that do not exceed the amount 
approved by HUD; 

(ii) A tenant-occupant of a dwelling 
who is required to relocate tempo-
rarily, but does not return to the build-
ing/complex, if either: 

(A) The tenant is not offered pay-
ment for all reasonable out-of-pocket 
expenses incurred in connection with 
the temporary relocation, including 
the cost of moving to and from the 
temporarily occupied unit, any in-
creased housing costs and incidental 
expenses; or 

(B) Other conditions of the tem-
porary relocation are not reasonable; 
or 

(iii) A tenant-occupant of a dwelling 
who moves from the building/complex, 
permanently, after he or she has been 
required to move to another dwelling 
unit in the same building/complex in 
order to carry out the project, if either: 

(A) The tenant is not offered reim-
bursement for all reasonable out-of- 
pocket expenses incurred in connection 
with the move; or 

(B) Other conditions of the move are 
not reasonable; or 

(iv) Any person, including a person 
who moves before the Owner’s execu-
tion of the agreement covering the re-
habilitation, demolition, or acquisi-
tion, if the Owner or HUD determines 
that the displacement resulted directly 
from rehabilitation, demolition or ac-
quisition for the assisted project. 

(2) Notwithstanding the provisions of 
paragraph (g)(1) of this section, a per-
son does not qualify as a ‘‘displaced 
person’’ (and is not eligible for reloca-
tion assistance under the URA or this 
section), if: 

(i) The person has been evicted for se-
rious or repeated violation of the terms 
and conditions of the lease or occu-
pancy agreement, violation of applica-
ble Federal, State or local law, or other 
good cause, and HUD determines that 
the eviction was not undertaken for 
the purpose of evading the obligation 
to provide relocation assistance; 

(ii) The person moved into the prop-
erty after the execution of the agree-
ment covering the rehabilitation, dem-
olition or acquisition and, before sign-
ing a lease and commencing occu-
pancy, received written notice of the 
project, its possible impact on the per-
son (e.g., the person may be displaced, 
temporarily relocated or suffer a rent 
increase) and the fact that he or she 
would not qualify as a ‘‘displaced per-
son’’ (or for any assistance provided 
under this section) as a result of the 
project; 

(iii) The person is ineligible under 49 
CFR 24.2(g)(2); or 

(iv) HUD determines that the person 
was not displaced as a direct result of 
acquisition, rehabilitation, or demoli-
tion for the project. 

(3) The Owner may ask HUD, at any 
time, to determine whether a displace-
ment is or would be covered by this 
section. 

(h) Definition of initiation of negotia-
tions. For purposes of determining the 
formula for computing the replacement 
housing assistance to be provided to a 
residential tenant displaced as a direct 
result of privately undertaken rehabili-
tation, demolition, or acquisition of 
the real property, the term initiation of 
negotiations means the Owner’s execu-
tion of the agreement covering the re-
habilitation, demolition, or acquisi-
tion. 

(Approved by Office of Management and 
Budget under OMB Control Number 2506– 
0121) 

[59 FR 29330, June 6, 1994] 

Subpart E—Servicing 
Responsibilities—Low Cost Homes 

§ 221.800 Cross-reference. 
All of the provisions of subpart C, 

part 203 of the chapter concerning the 
responsibilities of servicers of mort-
gages insured under section 203 of the 
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National Housing Act apply to mort-
gages covering one- to four-family 
dwellings to be insured under section 
221 of the National Housing Act, except 
§§ 203.664 through 203.666. 

[52 FR 48204, Dec. 21, 1987, and 53 FR 9869, 
Mar. 28, 1988] 

PART 231—HOUSING MORTGAGE 
INSURANCE FOR THE ELDERLY 

Subpart A—Eligibility Requirements 

Sec. 
231.1 Eligibility requirements. 

Subpart B—Contract Rights and 
Obligations 

231.251 Cross-reference. 

AUTHORITY: 12 U.S.C. 1715b, 1715v; 42 U.S.C. 
3535(d). 

SOURCE: 36 FR 24615, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility 
Requirements 

§ 231.1 Eligibility requirements. 

The requirements set forth in 24 CFR 
part 200, subpart A, apply to multi-
family project mortgages insured under 
section 231 of the National Housing Act 
(12 U.S.C. 1715v), as amended. 

[61 FR 14406, Apr. 1, 1996] 

Subpart B—Contract Rights and 
Obligations 

§ 231.251 Cross-reference. 

(a) All of the provisions of part 207, 
subpart B of this chapter covering 
mortgages insured under section 207 of 
the National Housing Act apply to 
mortgages insured under section 231 of 
such Act. 

(b) For the purposes of this subpart 
all references in part 207 of this chapter 
to section 207 of the Act shall be con-
strued to refer to section 231 of the 
Act. 

PART 232—MORTGAGE INSUR-
ANCE FOR NURSING HOMES, IN-
TERMEDIATE CARE FACILITIES, 
BOARD AND CARE HOMES, AND 
ASSISTED LIVING FACILITIES 

Subpart A—Eligibility Requirements 

Sec. 
232.1 Eligibility requirements, generally; 

applicability of certain requirements. 
232.2 License. 
232.3 Eligible borrower. 
232.7 Bathroom. 
232.11 Establishment and maintenance of 

long-term debt service reserve account. 

Subpart B—Contract Rights and 
Obligations 

232.251 Cross-reference. 
232.252 Definitions. 
232.254 Withdrawal of project funds, includ-

ing for repayments of advances from the 
borrower, operator, or management 
agent. 

232.256 Partial payment of claims. 

Subpart C—Eligibility Requirements—Sup-
plemental Loans To Finance Purchase 
and Installation of Fire Safety Equip-
ment 

232.500 Definitions. 

FEES AND CHARGES 

232.505 Application and application fee. 
232.510 Commitment and commitment fee. 
232.515 Refund of fees. 
232.520 Maximum fees and charges by lend-

er. 
232.522 Inspection fee. 

ELIGIBLE SECURITY INSTRUMENTS 

232.525 Note and security form. 
232.530 Disbursement of proceeds. 
232.535 Loan multiples—minimum principal. 
232.540 Method of loan payment and amorti-

zation period. 
232.545 Covenant against liens. 
232.550 Accumulation of next premium. 
232.555 Security instrument and lien. 
232.560 Interest rate. 
232.565 Maximum loan amount. 
232.570 Endorsement of credit instrument. 
232.580 Application of payments. 
232.585 Prepayment privilege and prepay-

ment charge. 
232.586 Minimum principal loan amount. 

PROPERTY REQUIREMENTS 

232.590 Eligibility of property. 
232.591 Smoke detectors. 

TITLE 

232.595 Eligibility of title. 
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24 CFR Ch. II (4–1–19 Edition) Pt. 231 

National Housing Act apply to mort-
gages covering one- to four-family 
dwellings to be insured under section 
221 of the National Housing Act, except 
§§ 203.664 through 203.666. 

[52 FR 48204, Dec. 21, 1987, and 53 FR 9869, 
Mar. 28, 1988] 

PART 231—HOUSING MORTGAGE 
INSURANCE FOR THE ELDERLY 

Subpart A—Eligibility Requirements 

Sec. 
231.1 Eligibility requirements. 

Subpart B—Contract Rights and 
Obligations 

231.251 Cross-reference. 

AUTHORITY: 12 U.S.C. 1715b, 1715v; 42 U.S.C. 
3535(d). 

SOURCE: 36 FR 24615, Dec. 22, 1971, unless 
otherwise noted. 

Subpart A—Eligibility 
Requirements 

§ 231.1 Eligibility requirements. 

The requirements set forth in 24 CFR 
part 200, subpart A, apply to multi-
family project mortgages insured under 
section 231 of the National Housing Act 
(12 U.S.C. 1715v), as amended. 

[61 FR 14406, Apr. 1, 1996] 

Subpart B—Contract Rights and 
Obligations 

§ 231.251 Cross-reference. 

(a) All of the provisions of part 207, 
subpart B of this chapter covering 
mortgages insured under section 207 of 
the National Housing Act apply to 
mortgages insured under section 231 of 
such Act. 

(b) For the purposes of this subpart 
all references in part 207 of this chapter 
to section 207 of the Act shall be con-
strued to refer to section 231 of the 
Act. 

PART 232—MORTGAGE INSUR-
ANCE FOR NURSING HOMES, IN-
TERMEDIATE CARE FACILITIES, 
BOARD AND CARE HOMES, AND 
ASSISTED LIVING FACILITIES 

Subpart A—Eligibility Requirements 

Sec. 
232.1 Eligibility requirements, generally; 

applicability of certain requirements. 
232.2 License. 
232.3 Eligible borrower. 
232.7 Bathroom. 
232.11 Establishment and maintenance of 

long-term debt service reserve account. 

Subpart B—Contract Rights and 
Obligations 

232.251 Cross-reference. 
232.252 Definitions. 
232.254 Withdrawal of project funds, includ-

ing for repayments of advances from the 
borrower, operator, or management 
agent. 

232.256 Partial payment of claims. 

Subpart C—Eligibility Requirements—Sup-
plemental Loans To Finance Purchase 
and Installation of Fire Safety Equip-
ment 

232.500 Definitions. 

FEES AND CHARGES 

232.505 Application and application fee. 
232.510 Commitment and commitment fee. 
232.515 Refund of fees. 
232.520 Maximum fees and charges by lend-

er. 
232.522 Inspection fee. 

ELIGIBLE SECURITY INSTRUMENTS 

232.525 Note and security form. 
232.530 Disbursement of proceeds. 
232.535 Loan multiples—minimum principal. 
232.540 Method of loan payment and amorti-

zation period. 
232.545 Covenant against liens. 
232.550 Accumulation of next premium. 
232.555 Security instrument and lien. 
232.560 Interest rate. 
232.565 Maximum loan amount. 
232.570 Endorsement of credit instrument. 
232.580 Application of payments. 
232.585 Prepayment privilege and prepay-

ment charge. 
232.586 Minimum principal loan amount. 

PROPERTY REQUIREMENTS 

232.590 Eligibility of property. 
232.591 Smoke detectors. 

TITLE 

232.595 Eligibility of title. 
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unit in the same building/complex in 
order to carry out the project, if either: 

(A) The tenant is not offered reim-
bursement for all reasonable out-of- 
pocket expenses incurred in connection 
with the move; or 

(B) Other conditions of the move are 
not reasonable; or 

(iv) Any person, including a person 
who moves before the mortgagor’s exe-
cution of the agreement covering the 
rehabilitation, demolition, or acquisi-
tion, if the mortgagor or HUD deter-
mines that the displacement resulted 
directly from rehabilitation, demoli-
tion or acquisition for the assisted 
project. 

(2) Notwithstanding the provisions of 
paragraph (g)(1) of this section, a per-
son does not qualify as a ‘‘displaced 
person’’ (and is not eligible for reloca-
tion assistance under the URA or this 
section), if: 

(i) The person has been evicted for se-
rious or repeated violation of the terms 
and conditions of the lease or occu-
pancy agreement, violation of applica-
ble Federal, State or local law, or other 
good cause, and HUD determines that 
the eviction was not undertaken for 
the purpose of evading the obligation 
to provide relocation assistance; 

(ii) The person moved into the prop-
erty after the execution of the agree-
ment covering the rehabilitation, dem-
olition or acquisition and, before sign-
ing a lease or commencing occupancy, 
was provided written notice of the 
project, its possible impact on the per-
son (e.g., the person may be displaced, 
temporarily relocated or suffer a rent 
increase) and the fact that the person 
would not qualify as a ‘‘displaced per-
son’’ (or for any assistance provided 
under this section) as a result of the 
project; 

(iii) The person is ineligible under 49 
CFR 24.2(g)(2); or 

(iv) HUD determines that the person 
was not displaced as a direct result of 
acquisition, rehabilitation, or demoli-
tion for the project; 

(3) The mortgagor may request, at 
any time, HUD’s determination of 
whether a displacement is or would be 
covered by this section. 

(h) Definition of initiation of negotia-
tions. For purposes of determining the 
formula for computing the replacement 

housing assistance to be provided to a 
residential tenant displaced as a direct 
result of privately undertaken rehabili-
tation, demolition or acquisition of the 
real property, the term initiation of ne-
gotiations means the mortgagor’s exe-
cution of the agreement covering the 
rehabilitation, demolition or acquisi-
tion. 

(Approved by Office of Management and 
Budget under OMB Control Number 2506– 
0121) 

[59 FR 29331, June 6, 1994] 

PART 241—SUPPLEMENTARY FI-
NANCING FOR INSURED 
PROJECT MORTGAGES 

Subpart A—Eligibility Requirements 

Sec. 
241.1 Eligibility requirements. 

Subpart B—Contract Rights and 
Obligations 

241.251 Cross-reference. 
241.260 Definitions. 
241.261 Payment of insurance benefits. 
241.265 Insurance of property against flood. 
241.270 Refund upon termination of insur-

ance. 
241.275 No vested right in fund. 

Subpart C—Eligibility Requirements—Sup-
plemental Loans To Finance Purchase 
and Installation of Energy Conserving 
Improvements, Solar Energy Systems, 
and Individual Utility Meters in Multi-
family Projects Without a HUD-Insured 
or HUD-Held Mortgage 

241.500 Definitions. 

FEES AND CHARGES 

241.505 Processing of applications and re-
quired fees. 

241.510 Commitments. 
241.515 Inspection fee. 
241.520 Fees on increases. 
241.525 Refund of fees. 
241.530 Maximum fees and charges by lend-

er. 

ELIGIBLE SECURITY INSTRUMENTS 

241.530a Note and security form. 
241.535 Loan multiples—minimum principal. 
241.540 Method of loan payment and amorti-

zation period. 
241.545 Covenant against liens. 
241.550 Accumulation of next premium. 
241.555 Security instrument and lien. 
241.560 Agreed interest rate. 
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241.565 Maximum loan amount. 
241.570 Insurance endorsement. 
241.580 Application of payments. 
241.585 Prepayment privilege and prepay-

ment charge. 
241.586 Minimum principal loan amount. 

PROPERTY REQUIREMENTS 

241.590 Eligibility of property. 

TITLE 

241.595 Eligibility of title. 
241.600 Title evidence. 

FORM OF CONTRACT 

241.605 Contract requirements. 
241.610 Assurance of completion. 
241.615 Certification of cost requirements. 

ELIGIBLE BORROWERS 

241.625 Eligible borrowers. 
241.626 Disclosure and verification of Social 

Security and Employer Identification 
Numbers. 

SPECIAL REQUIREMENTS 

241.630 Maximum insurance against loss. 
241.635 Regulatory agreement. 
241.640 Employment discrimination prohib-

ited. 
241.645 Labor standards and prevailing wage 

requirements. 

Subpart D—Contract Rights and Obliga-
tions—Multifamily Projects Without a 
HUD-Insured or HUD-Held Mortgage 

241.800 Definitions. 

PREMIUMS 

241.805 Insurance premiums. 
241.805a Mortgagee’s late charge. 
241.815 Termination of insurance. 
241.825 Pro rata refund of insurance pre-

mium. 

RIGHTS AND DUTIES OF LENDER UNDER THE 
CONTRACT OF INSURANCE 

241.830 Definition of default. 
241.840 Date of default. 
241.850 Notice of default. 
241.860 Commissioner’s right to require ac-

celeration. 
241.865 Election by the lender. 
241.875 Maximum claim period. 
241.880 Items to be delivered on submitting 

claim. 
241.885 Insurance benefits. 
241.890 Characteristics of debentures. 
241.893 Cash adjustment. 

ASSIGNMENTS 

241.895 Assignment of insured loans. 

EXTENSION OF TIME 

241.897 Actions to be taken by lender. 

RIGHTS IN HOUSING FUND 

241.900 No vested right in fund. 
241.905 Effect of amendments. 

Subpart E—Insurance for Equity Loans and 
Acquisition Loans—Eligibility Requirements 

241.1000 Purpose and scope. 
241.1005 Definitions. 
241.1010 Feasibility letter. 
241.1015 Processing of applications and re-

quired fees. 
241.1020 Commitments. 
241.1025 Refund of fees. 
241.1030 Mortgage insurance premiums. 
241.1035 Charges by lender. 
241.1040 Eligible lenders. 
241.1045 Note and security form. 
241.1046 Rental assistance. 
241.1050 Method of loan payment. 
241.1055 Date of first payment to principal. 
241.1060 Maturity. 
241.1065 Maximum loan amount—loans in-

sured in connection with a plan of action 
under subpart C of part 248 of this chap-
ter. 

241.1067 Maximum loan amount—loans in-
sured in connection with a plan of action 
under subpart B of part 248 of this chap-
ter. 

241.1068 Renegotiation of an equity loan. 
241.1069 Escrow requirements. 
241.1070 Agreed interest rate. 
241.1080 Eligibility of title. 
241.1085 Title evidence. 
241.1090 Accumulation of next premium. 
241.1095 Application of payments. 
241.1100 Prepayment privilege and charges. 
241.1105 Late charges. 
241.1120 Mortgagee’s consent. 

Subpart F—Insurance for Equity Loans and 
Acquisition Loans—Contract Rights 
and Obligations 

241.1200 Cross-references. 
241.1205 Payment of insurance benefits. 
241.1210 Condition for payment of insurance 

benefits. 
241.1215 Calculation of insurance benefits. 
241.1220 Termination of insurance benefits. 
241.1230 No vested right in fund. 
241.1235 Cross default. 
241.1245 Insurance endorsement. 
241.1250 Effect of endorsement. 

AUTHORITY: 12 U.S.C. 1715b, 1715z–6, and 
1735d; 42 U.S.C. 3535(d). 

SOURCE: 36 FR 24653, Dec. 22, 1971, unless 
otherwise noted. 
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Subpart A—Eligibility 
Requirements 

§ 241.1 Eligibility requirements. 
The requirements set forth in 24 CFR 

part 200, subpart A, apply to multi-
family project mortgages insured under 
section 241 of the National Housing Act 
(12 U.S.C. 1715z–6), as amended. 

[61 FR 14407, Apr. 1, 1996] 

Subpart B—Contract Rights and 
Obligations 

§ 241.251 Cross-reference. 
(a) Projects with a HUD-insured or 

HUD-held mortgage. All of the provi-
sions of subpart B, part 207 of this 
chapter, covering mortgages insured 
under section 207 of the National Hous-
ing Act, apply with full force and effect 
to multifamily project and group prac-
tice facility mortgages insured under 
section 241 of the National Housing 
Act, except the following provisions: 

Sec. 
207.251 Definitions. 
207.253a Termination of insurance contract. 
207.259 Insurance benefits. 
207.260 Protection of mortgage security. 
207.262 No vested right in fund. 

(b) For the purposes of this subpart, 
the terms mortgagor, mortgagee and 
mortgage, as used in subpart B, part 207 
of this chapter shall be construed to 
mean borrower, lender and supple-
mentary loan (including the security in-
strument), respectively. 

(c) Projects without a HUD-insured or 
HUD-held mortgage. The provisions of 
subpart D of this part shall be applica-
ble to a project without a HUD-insured 
or HUD-held mortgage that is receiving 
a loan insured under subpart A of this 
part in connection with a plan of ac-
tion approved by the Commissioner 
under part 248 of this chapter. 

[36 FR 24653, Dec. 22, 1971, as amended at 37 
FR 8664, Apr. 29, 1972; 48 FR 57129, Dec. 28, 
1983; 57 FR 12037, Apr. 8, 1992] 

§ 241.260 Definitions. 
All of the definitions contained in 

§ 241.1 shall apply to this subpart. In ad-

dition, the term contract of insurance, 
as used in this subpart, means the 
agreement evidenced by endorsement 
of the credit instrument by the Com-
missioner or his duly authorized rep-
resentative, and includes the provi-
sions of this subpart and of the Na-
tional Housing Act. 

§ 241.261 Payment of insurance bene-
fits. 

All of the provisions of § 207.259 of 
this chapter relating to insurance ben-
efits shall apply to multifamily loans 
insured under this subpart. 

[80 FR 51469, Aug. 25, 2015] 

§ 241.265 Insurance of property 
against flood. 

The mortgaged property shall be in-
sured against flood as stipulated by the 
Federal Housing Commissioner. The 
mortgagee shall obtain such coverage 
in the event the mortgagor fails to do 
so. If the mortgagee fails to pay any 
premiums necessary to keep the mort-
gaged premises so insured, the contract 
of mortgage insurance may be termi-
nated at the election of the Commis-
sioner. 

[39 FR 26023, July 16, 1974] 

§ 241.270 Refund upon termination of 
insurance. 

Upon termination of the insurance 
contract by payment in full or by vol-
untary termination, the Commissioner 
shall refund to the lender for the ac-
count of the borrower an amount equal 
to the pro rata portion of the current 
annual loan insurance premium there-
tofore paid, which is applicable to the 
portion of the year subsequent to (a) 
the date of the prepayment or (b) the 
effective date of the voluntary termi-
nation of the contract of insurance. 

§ 241.275 No vested right in fund. 

Neither the lender nor the borrower 
shall have any vested or other right in 
the insurance fund under which the 
loan is insured. 
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Subpart C—Eligibility Require-
ments—Supplemental Loans 
To Finance Purchase and In-
stallation of Energy Con-
serving Improvements, Solar 
Energy Systems, and Indi-
vidual Utility Meters in Multi-
family Projects Without a HUD- 
Insured or HUD-Held Mort-
gage 

SOURCE: 45 FR 57983, Aug. 29, 1980, unless 
otherwise noted. 

§ 241.500 Definitions. 
In addition to the definitions con-

tained in subpart A of this part, incor-
porated herein by reference, except 
§ 241.1(f), (h) and (i), the following 
terms, as used in § 241.500 et seq., shall 
have the meaning indicated: 

(a) Approved lender means a financial 
institution or other mortgagee ap-
proved by the Commissioner as eligible 
for insurance under section 2 of the Na-
tional Housing Act, or a mortgagee ap-
proved under section 203(b)(1) of the 
National Housing Act, or a state hous-
ing agency approved pursuant to 24 
CFR 883.102. 

(b) Borrower means the owner of a 
project held in fee simple or of a lease-
hold interest which is not now covered 
by a mortgage insured or held by the 
Secretary. 

(c) Energy saving loan means any 
form of secured obligation used in con-
nection with the purchase and installa-
tion of energy conserving improve-
ments. 

(d) Multifamily project means a project 
which consists of not less than five 
dwelling units on one site, each such 
unit providing complete living facili-
ties including provisions for cooking, 
eating, and sanitation within the unit 
and which is not now covered by a 
mortgage insured or held by the Sec-
retary. 

FEES AND CHARGES 

§ 241.505 Processing of applications 
and required fees. 

(a) Preapplication conference. The 
local HUD Office will determine wheth-
er participation in a preapplication 
conference is required as a condition to 

submission of an initial application for 
a firm commitment for insurance of an 
energy savings improvement loan on a 
project. An application for a firm com-
mitment for insurance must be sub-
mitted by both the project sponsor and 
an approved lender. Applications shall 
be submitted to the local HUD Office 
on HUD-approved forms. No applica-
tion will be considered unless accom-
panied by all exhibits required by the 
form and program handbooks. 

(b) Application for firm commitment. An 
application for a firm commitment 
shall be accompanied by the payment 
of an application fee of $5 per thousand 
dollars of the requested loan amount to 
be insured. 

(c) Cross-reference. The provisions of 
paragraphs (e) (Inspection fee), (f)(1) 
(Fee on increases), (g) (Reopening of 
expired commitments), (i) (Refund of 
fees), and (j) (Fees not required) of 
§ 200.40 of this chapter apply to applica-
tions submitted under subpart E of this 
part. 

[61 FR 14416, Apr. 1, 1996] 

§ 241.510 Commitments. 

(a) Firm commitment. The issuance of 
a firm commitment indicates the Com-
missioner’s approval of the application 
for insurance and sets forth the terms 
and conditions upon which the loan 
will be insured. 

(b) Types of firm commitment. (1) 
Where the amount of the loan is 
$250,000 or more, the firm commitment 
may provide for the insurance of ad-
vances of loan money made during con-
struction or may provide for the insur-
ance of the loan after completion of 
the improvements. 

(2) Where the amount of the loan is 
less than $250,000, the firm commit-
ment shall provide for insurance of the 
loan after completion of the improve-
ments. 

(c) Term of commitment. (1) A firm 
commitment to insure advances shall 
be effective for a period of not more 
than 60 days from the day of issuance. 

(2) A firm commitment to insure 
upon completion shall be effective for a 
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designated term within which the bor-
rower is required to begin construc-
tion, and if construction is begun as re-
quired, the commitment shall be effec-
tive for such additional period, esti-
mated by the Commissioner, as will 
allow for completion of construction. 

(3) The term of a firm commitment 
may be extended in such a manner as 
the Commissioner may prescribe. 

[61 FR 14417, Apr. 1, 1996] 

§ 241.515 Inspection fee. 
The firm commitment may provide 

for the payment of an inspection fee in 
an amount not to exceed $5 per thou-
sand dollars of the commitment. If an 
inspection fee is required, it shall be 
paid as follows: 

(a) If the case involves the insurance 
of advances, it shall be paid at the time 
of initial endorsement. 

(b) If the case involves insurance 
upon completion, it shall be paid prior 
to the date construction is begun. 

§ 241.520 Fees on increases. 
(a) Increase in firm commitment prior to 

endorsement. An application filed prior 
to initial endorsement (or prior to en-
dorsement in a case involving insur-
ance upon completion), for an increase 
in the amount of an outstanding firm 
commitment shall be accompanied by a 
combined additional application and 
commitment fee. This combined addi-
tional fee shall be in an amount which 
will aggregate $3 per thousand dollars 
of the amount of the requested in-
crease. if an inspection fee was re-
quired in the original commitment, an 
additional inspection fee shall be paid 
in an amount computed at the same 
dollar rate per thousand dollars of the 
amount of increase in commitment as 
was used for the ispection fee required 
in the original commitment. When in-
surance of advances is involved, the ad-
ditional inspection fee shall be paid at 
time of initial endorsement. When in-
surance upon completion is involved, 
the additional inspection fee shall be 
paid prior to the date construction is 
begun or if construction has begun, it 
shall be paid with the application for 
increase. 

(b) Increase in loan between initial and 
final endorsement. Upon an application, 
filed between initial and final endorse-

ment, for an increase in the amount of 
the loan, either by amendment or by 
substitution of a new loan, a combined 
additional application and commit-
ment fee shall accompany the applica-
tion. This combined additional fee 
shall be in an amount which will aggre-
gate $3 per thousand dollars of the 
amount of the increase requested. If an 
inspection fee was required in the 
original commitment, an additional in-
spection fee shall accompany the appli-
cation in an amount not to exceed $5 
per thousand dollars of the amount of 
the increase requested. 

§ 241.525 Refund of fees. 

If the amount of the commitment 
issued or an increase in loan prior to 
endorsement is less than the amount 
applied for, the Commissioner shall re-
fund the excess amount of the applica-
tion and commitment fees submitted 
by the applicant. If an application is 
rejected before it is assigned for proc-
essing, or in such other instances as 
the Commissioner may determine, the 
entire application and commitment 
fees or any portion thereof may be re-
turned to the applicant. Commitment, 
inspection, and reopening fees may be 
refunded, in whole or in part if it is de-
termined by the Commissioner that the 
installation of energy conserving im-
provements for the project has been 
prevented because of condemnation 
proceedings or other legal action taken 
by a governmental body or public agen-
cy, or in such other instances as the 
Commissioner may determine. 

§ 241.530 Maximum fees and charges 
by lender. 

The lender may collect from the bor-
rower the amount of the fees provided 
for in this subpart. The lender may 
also collect from the borrower an ini-
tial service charge in an amount not to 
exceed 2 percent of the original prin-
cipal amount of the loan to reimburse 
the lender for the cost of originating 
and closing the transaction. Any addi-
tional charges shall be subject to the 
prior approval of the Commissioner. 
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ELIGIBLE SECURITY INSTRUMENTS 

§ 241.530a Note and security form. 

The lender shall present for insur-
ance a note and security instrument, 
on forms approved by the Commis-
sioner for use in the jurisdiction in 
which the property to be improved is 
located. 

[45 FR 57983, Aug. 29, 1980, as amended at 45 
FR 80276, Dec. 4, 1980] 

§ 241.535 Loan multiples—minimum 
principal. 

The loan shall involve a principal ob-
ligation in multiples of $100, and the 
minimum principal obligation shall be 
$10,000. 

§ 241.540 Method of loan payment and 
amortization period. 

(a) Monthly payments. The loan shall 
provide for monthly payments on the 
first day of each month on account of 
interest and principal and shall provide 
for payment in accordance with the 
amortization plan as agreed upon by 
the borrower, the lender and the Com-
missioner. 

(b) Amortization period. (1) The loan 
shall have an amortization of either 5, 
10, or 15 years by providing for either 
60, 120, or 180 monthly amortization 
payments. No energy saving loan shall 
have an amortization period in excess 
of 15 years unless the amount of the 
loan exceeds $50,000.00, in which event 
the amortization period may be in-
creased to 20 years, with a provision for 
240 monthly amortization payments. 

(2) In any event, the loan shall have 
a maturity satisfactory to the Commis-
sioner of not less than 2 or more than 
20 years from the date of the beginning 
of amortization, or the Commissioner’s 
estimate of the remaining economic 
life of the structure, whichever is the 
lesser. 

(3) The Commissioner shall establish 
the date of the first payment to prin-
cipal, which shall be no later than the 
first day of the second month following 
the date of final endorsement (for 
projects involving insurance of ad-
vances) or endorsement (for projects 
involving insurance upon completion) 
of the loan for insurance. 

§ 241.545 Covenant against liens. 
The security instrument shall con-

tain a covenant against the creation by 
the borrower of additional liens against 
the property superior or inferior to the 
lien of such instrument, except with 
the prior approval of the Commis-
sioner. 

§ 241.550 Accumulation of next pre-
mium. 

The security instrument shall pro-
vide for payments by the borrower to 
the lender on each interest payment 
date of an amount sufficient to accu-
mulate in the hands of the lender one 
payment period prior to its due date, 
the next annual insurance premium 
payable by the lender to the Commis-
sioner. 

§ 241.555 Security instrument and lien. 
(a) The security instrument shall 

cover the entire property included in 
the project, shall be a lien on the real 
property of the project under the laws 
of the jurisdiction in which the project 
is located, and may be junior to such 
prior liens or mortgage indebtedness as 
the Commissioner may approve. The 
security instrument shall contain a 
provision that a default under the first 
mortgage is a default under the supple-
mentary loan security instrument. 

(b) For bond-financed projects where 
the bond resolution contains a provi-
sion prohibiting the creation of addi-
tional liens, the Commissioner may ac-
cept at his/her option: 

(1) A first lien on another property 
whose fair market value as determined 
by the Commissioner equals or exceeds 
the amount of the loan insured under 
this part; 

(2) A Collateral Account in an 
amount not less than the amount of 
the loan insured under this part funded 
with cash or negotiable bonds or secu-
rities backed by the full faith and cred-
it of the United States Government; or 

(3) Other security acceptable to the 
Commissioner. 

§ 241.560 Agreed interest rate. 
(a) The mortgage shall bear interest 

at the rate agreed upon by the lender 
and the borrower. 

(b) Interest shall be payable in 
monthly installments on the principal 
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amount of the loan outstanding on the 
due date of each installment. 

[45 FR 57983, Aug. 29, 1980, as amended at 49 
FR 19459, May 8, 1984] 

§ 241.565 Maximum loan amount. 
The principal amount of the loan 

shall in no event exceed the cost of the 
energy conserving improvements in-
cluding the purchase thereof, cost of 
installation, architect’s fees, interest 
during construction and such other 
miscellaneous fees and charges inci-
dent to construction as determined by 
the Commissioner. Nor shall the prin-
cipal amount of the loan exceed the 
lesser of the following: 

(a) An amount which can be sup-
ported by residual income, which is the 
amount of net income remaining after 
payment of all existing debt service re-
quirements and deduction of propri-
etary earnings, as determined by the 
Commissioner. The computation of net 
income shall take into account the 
amount which will be saved in oper-
ating costs over the period of repay-
ment of the loan as a result of the in-
stallation of the energy conserving im-
provements. 

(b) An amount which, when added to 
the existing outstanding indebtedness, 
does not exceed the Commissioner’s es-
timate of the value of the project after 
the energy conserving improvements 
are installed. 

§ 241.570 Insurance endorsement. 
(a) Initial endorsement. The Commis-

sioner shall indicate his/her insurance 
of the mortgage by endorsing the origi-
nal credit instrument and identifying 
the section of the Act and the regula-
tions under which the mortgage is in-
sured and the date of insurance. 

(b) Final endorsement. When all ad-
vances of mortgage proceeds have been 
made and all the terms and conditions 
of the commitment have been complied 
with to the satisfaction of the Commis-
sioner, he/she shall indicate on the 
original credit instrument the total ap-
proved for insurance and again endorse 
such instrument. 

(c) Effect of endorsement. From the 
date of initial endorsement, the Com-
missioner and the mortgagee or lender 
shall be bound by the provisions of this 
subpart to the same extent as if they 

had executed a contract including the 
provisions of this subpart and the ap-
plicable sections of the Act. 

(d) Insurance upon completion. When 
all advances of mortgage proceeds have 
been made and all the terms and condi-
tions of the commitment have been 
complied with to the satisfaction of the 
Commissioner, he/she shall indicate 
the total approved for insurance and 
endorse the credit instrument, identi-
fying the date of insurance. 

§ 241.580 Application of payments. 
(a) The security instrument shall 

provide that all monthly payments to 
be made by the borrower shall be added 
together and this aggregate amount 
shall be paid by the borrower upon 
each monthly payment date in a single 
payment. The lender shall apply the 
payment to the following items in the 
order set forth: 

(1) Premium charges under the con-
tract of insurance; 

(2) Interest on the loan; 
(3) Amortization of the principal of 

the loan. 
(b) Any deficiency in the amount of 

any monthly payments required under 
paragraph (a) of this section shall con-
stitute an event of default and the loan 
shall further provide for a grace period 
of 30 days within which time the de-
fault must be cured. 

§ 241.585 Prepayment privileges and 
prepayment charge. 

The security instrument shall con-
tain a provision permitting prepay-
ment of the loan in whole or in part 
upon any interest payment date after 
giving to the lender 30 days advance 
written notice and it may contain a 
provision, with the approval of the 
Commissioner, for a reasonable charge 
in the event of prepayment. The bor-
rower shall be permitted to prepay up 
to 15 percent of the original principal 
amount of the loan in any one calendar 
year without an additional charge. A 
provision for a charge in the event of 
prepayment may not be included in a 
loan of $200,000 or less. 

§ 241.586 Minimum principal loan 
amount. 

A mortgagee may not require, as a 
condition of providing a loan insured 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00411 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



402 

24 CFR Ch. II (4–1–19 Edition) § 241.590 

under this subpart, that the principal 
amount of the mortgage exceed a min-
imum amount established by the mort-
gagee. 

[53 FR 8886, Mar. 18, 1988] 

PROPERTY REQUIREMENTS 

§ 241.590 Eligibility of property. 

(a) A loan to be eligible for insurance 
shall be on real estate held: 

(1) In fee simple; or 
(2) On the interest of the lessee under 

a lease for not less than seventy-five 
years which is renewable; or 

(3) Under a lease having a period of 
not less than twenty-five years to run 
from the date the loan is executed. 

(b) The property constituting secu-
rity for the loan transaction must be 
held by an eligible borrower as herein 
defined and must at the time the loan 
is insured be free and clear of all liens 
other than those specifically approved 
by the Commissioner. 

TITLE 

§ 241.595 Eligibility of title. 

In order for the property which is to 
be the security for a loan to be insured 
under this subpart to be eligible for in-
surance, the Commissioner shall deter-
mine that the title to the property is 
vested in the borrower as of the date 
the security instrument is filed for 
record. The title evidence will be exam-
ined by the Commissioner and the en-
dorsement of the credit instrument for 
insurance shall be evidence of its ac-
ceptability. 

§ 241.600 Title evidence. 

(a) Upon insurance of the loan, the 
lender shall furnish to the Commis-
sioner a survey, satisfactory to the 
Commissioner, and a policy of title in-
surance as provided in paragraph (a)(1) 
of this section. If the lender is unable 
to furnish such policy for reasons satis-
factory to the Commissioner, the lend-
er shall furnish such evidence of title 
as provided in paragraph (a) (2), (3), or 
(4) of this section as the Commissioner 
may require. Any survey, policy of 
title insurance, or evidence of title re-
quired under this section shall be fur-
nished without expense to the Commis-

sioner. The acceptable types of title 
evidence are: 

(1) A policy of title insurance issued 
by a company and in a form satisfac-
tory to the Commissioner. The policy 
shall name the lender and the Sec-
retary of Housing and Urban Develop-
ment, as their respective interests may 
appear, as the insured. The policy shall 
provide that upon acquisition of title 
by the lender or the Secretary, it will 
continue to provide the same coverage 
as the original policy, and will run to 
the lender upon its acquisition of the 
property in extinguishment of the debt, 
and to the Secretary upon acquisition 
of the property pursuant to the loan in-
surance contract. 

(2) An abstract of title satisfactory 
to the Commissioner, prepared by an 
abstract company or individual en-
gaged in the business of preparing ab-
stracts of title, accompanied by a legal 
opinion satisfactory to the Commis-
sioner, as to the quality of such title, 
signed by an attorney at law experi-
enced in the examination of titles. 

(3) A Torrens or similar title certifi-
cate. 

(4) Evidence of title conforming to 
the standards of a supervising branch 
of the Government of the United States 
of America, or of any State or territory 
thereof. 

(b) The survey required by paragraph 
(a) of this section need not be furnished 
in connection with a project where the 
loan does not exceed $200,000. 

[45 FR 57983, Aug. 29, 1980, as amended at 58 
FR 34217, June 24, 1993] 

FORM OF CONTRACT 

§ 241.605 Contract requirements. 
(a) When the principal amount of the 

loan is $100,000 or less, the form of con-
tract between the borrower and the 
contractor shall be in accordance with 
the following: 

(1) The contract between the bor-
rower and the general contractor may 
be in the form of either a lump sum 
contract or a cost plus contract. Either 
form of contract shall include the cost 
of the energy conserving improve-
ments, their installation, and such 
other work to be performed by the con-
tractor as necessary to meet the re-
quirements of the Secretary. A lump 
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sum contract shall provide for the pay-
ment of a specified amount. A cost plus 
contract shall provide for the payment 
of the contractor’s actual cost of com-
pliance with the requirements of the 
contract, plus such allowances for 
overhead and profit as may be approved 
by the Commissioner and shall provide 
that the total cost under the contract 
shall not exceed the upset price as ap-
proved by the Commissioner. 

(2) If agreed to by the general con-
tractor and borrower, a lump sum form 
of contract between the borrower and 
the general contractor may be used un-
less the Commissioner determines that 
a cost plus contract with a maximum 
upset price is necessary to protect the 
interest of the borrower or the Com-
missioner. 

(b) When the principal amount of the 
loan is over $100,000, the form of con-
tract between the borrower and the 
contractor shall be in accordance with 
the following: 

(1) Lump sum contract. If the Commis-
sioner determines that there is no iden-
tity of interest between the borrower 
or any of the officers, directors or 
stockholders of the borrower and the 
contractor, there may be used a lump 
sum contract providing for payment of 
the specified amount. 

(2) Cost plus fixed fee contract. (i) If 
the Commissioner determines that 
there is any identity of interest (finan-
cial or otherwise) between the bor-
rower, its officers, directors or stock-
holders and the contractor, the form of 
contract shall provide for payment of 
the actual cost of construction not to 
exceed an upset price and may provide 
for payment of a fixed fee not exceed-
ing a reasonable allowance as estab-
lished by the Commissioner in accord-
ance with customary practices in the 
area. 

(ii) In any case where the borrower is 
a nonprofit entity, a cost plus fixed fee 
contract shall be used unless it is es-
tablished to the Commissioner’s satis-
faction that such form of contract is 
not required to protect his/her inter-
ests and the interests of the borrower, 
in which case, a lump sum form of con-
tract may be used. 

§ 241.610 Assurance of completion. 

(a) The borrower shall furnish assur-
ance of completion of the project in the 
following minimum forms and 
amounts: 

(1) Where the estimated cost of con-
struction of the improvements is 
$500,000 or less, the borrower shall fur-
nish assurance of completion of the 
project in the form of a personal in-
demnity agreement executed by the 
principal officers, directors, stock-
holders, or partners of the entity act-
ing as general contractor. 

(2) Where the estimated cost of con-
struction of the improvements is more 
than $500,000 or where such cost is less 
than $500,000 and a personal indemnity 
agreement is not executed, the assur-
ance shall be in the form of corporate 
surety bonds for payment and perform-
ance, each in the minimum amount of 
25 percent of the construction contract, 
or a completion assurance agreement 
secured by a cash deposit in the min-
imum amount of 15 percent of the 
amount of the construction contract. 

(3) All types of assurance of comple-
tion shall be on forms approved by the 
Commissioner. Any surety company 
executing a bond and any party exe-
cuting a personal indemnity agreement 
must be satisfactory to the Commis-
sioner. 

(4) A mortgagee may prescribe more 
stringent requirements for assurance of 
completion than the minimum require-
ments of this section. 

(b) The lender may accept, in lieu of 
a cash deposit required by paragraph 
(a) of this section, an unconditional ir-
revocable letter of credit issued to the 
lender by a banking institution. In the 
event a demand under the letter of 
credit is not immediately met, the 
lender shall forthwith provide cash 
equivalent to the undrawn balance 
thereunder. 

§ 241.615 Certification of cost require-
ments. 

(a) Certification agreement. The lender 
shall submit with the application an 
agreement on a form prescribed by the 
Commissioner and executed by the bor-
rower and the lender. 

(b) Certificate and adjustment. No loan 
shall be insured unless: 
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(1) A certification of actual cost is 
made by the contractor in cases in 
which a cost plus form of contract is 
used; and 

(2) The amount of the loan is ad-
justed to reflect the actual cost to the 
borrower of the improvements when ei-
ther a cost plus or lump sum form or 
contract is used. 

(c) Cost computation. The term actual 
cost of the improvements shall mean the 
cost to the borrower of the improve-
ments, after deducting the amount of 
any kickbacks, rebates or trade dis-
count received in connection with the 
improvements, and including the 
amounts paid under any contract for 
the improvements, labor, materials, 
and for any other items of expenses ap-
proved by the Commissioner. 

(d) Statement of facts. Any agreement, 
undertaking, statement or certifi-
cation required in connection with cost 
certification shall specifically state 
that it has been made, presented and 
delivered for the purpose of influencing 
an official action of the Commissioner 
and may be relied upon as a true state-
ment of the facts contained therein. 

(e) Incontestability. Upon the Commis-
sioner’s approval of the cost certifi-
cation, such certification shall be final 
and incontestable except for fraud or 
material misrepresentation on the part 
of the borrower. 

(f) Records. The borrower shall keep 
and maintain adequate records of all 
costs of any construction improve-
ments or other cost items not rep-
resenting work under the general con-
tract and shall require the contractor 
to keep similar records and, upon re-
quest by the Commissioner, both shall 
make available for examination such 
records, including any collateral agree-
ments. 

(g) Certificate of public accountant. 
Where required by the Commissioner, 
each certificate of actual cost shall be 
supported by a certificate as to accu-
racy by an independent Certified Pub-
lic Accountant or independent public 
accountant licensed by a regulatory 
authority of a State or other political 
subdivision of the United States on or 
prior to December 31, 1970, which shall 
include a statement that the accounts, 
records and supporting documents have 
been examined in accordance with gen-

erally accepted auditing standards to 
the extent deemed necessary to verify 
the actual costs. 

ELIGIBLE BORROWERS 

§ 241.625 Eligible borrowers. 

In order to be eligible as a borrower 
under this subpart, the applicant shall 
be a profit, limited distribution, non-
profit, or cooperative owner of a multi-
family housing project which is not 
covered by a mortgage insured or held 
by the Secretary and which the Com-
missioner has determined to be an ac-
ceptable risk in that energy conserva-
tion or solar energy benefits to be de-
rived outweigh the risks of possible 
loss of the Federal Government. 

§ 241.626 Disclosure and verification of 
Social Security and Employer Iden-
tification Numbers. 

To be eligible for loan insurance 
under this subpart, the borrower must 
meet the requirements for the disclo-
sure and verification of Social Security 
and Employer Identification Numbers, 
as provided by part 200, subpart U, of 
this chapter. 

(Approved by the Office of Management and 
Budget under control number 2502–0118) 

[54 FR 39696, Sept. 27, 1989] 

SPECIAL REQUIREMENTS 

§ 241.630 Maximum insurance against 
loss. 

A loan insured under this subpart 
shall be insured for 90 percent of any 
loss incurred by the person holding the 
note for the loan. 

§ 241.635 Regulatory agreement. 

Any borrower obligated on the note 
for any loan insured under this subpart 
shall be regulated or restricted in a 
manner and on a form prescribed by 
the Secretary as to rents or sales, 
charges, capital structure, rate of re-
turn and methods of operation of the 
multifamily project to such an extent 
and in such manner as to provide rea-
sonable rental to tenants and a reason-
able return on the investment until the 
termination of all obligations of the 
Secretary under the contract of insur-
ance. 
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§ 241.640 Employment discrimination 
prohibited. 

Any contract or subcontract exe-
cuted for the performance of con-
structing the improvements to the 
project shall provide that there shall 
be no discrimination against any em-
ployee or applicant for employment be-
cause of race, color, religion, sex, fa-
milial status, disability, age, or na-
tional origin. 

[61 FR 14417, Apr. 1, 1996] 

§ 241.645 Labor standards and pre-
vailing wage requirements. 

(a) Any contract, subcontract, or 
building loan agreement executed for 
the performance of construction of the 
project shall comply with all applica-
ble labor standards and provisions of 
the regulations of the Secretary of 
Labor set forth in §§ 5.1 through 5.12 of 
title 29. 

(b) No construction contract shall be 
entered into with a general contractor 
or any subcontractor if such contractor 
or any such subcontractor or any firm, 
corporation, partnership or association 
in which such contractor or subcon-
tractor has a substantial interest is in-
cluded on the ineligible list of contrac-
tors or subcontractors established and 
maintained by the Comptroller Gen-
eral, pursuant to § 5.6(b) of title 29. 

(c) No advance under the mortgage 
shall be eligible for insurance after no-
tification from the Commissioner that 
the general contractor or any subcon-
tractor or any firm, corporation, part-
nership or association in which such 
contractor or subcontractor has a sub-
stantial interest, was on the date the 
contract or subcontract was executed, 
on the ineligible list established by the 
Comptroller General, pursuant to the 
provision of the Secretary of Labor set 
forth in §§ 5.1 through 5.12 of title 29. 

(d) No advance under any mortgage 
shall be eligible for insurance unless 
there is filed with the application of 
such advance a certificate or certifi-
cates in the form required by the Com-
missioner, supported by such other in-
formation as the Commissioner may 
prescribe, certifying that the laborers 
and mechanics employed in the con-
struction of the dwelling or dwellings, 
or housing project involved, have been 

paid not less than the wage prevailing 
in the locality in which the work was 
performed for the corresponding classes 
of laborers and mechanics employed on 
construction of a similar character, as 
determined by the Secretary of Labor 
prior to beginning of construction and 
after the date of filing of the applica-
tion for insurance. 

(e) Compliance with the provisions of 
this subsection shall be evidenced at 
such time and in such manner as the 
Commissioner may prescribe. 

Subpart D—Contract Rights and 
Obligations—Multifamily 
Projects Without a HUD-In-
sured or HUD-Held Mortgage 

SOURCE: 45 FR 57987, Aug. 29, 1980, unless 
otherwise noted. 

§ 241.800 Definitions. 
All of the definitions contained in 

§ 241.500 shall apply to this subpart. In 
addition, as used in this subpart, the 
following terms shall have the meaning 
indicated: 

(a) Contract of insurance means the 
agreement evidenced by the endorse-
ment of the Commissioner upon the 
note given in connection with an in-
sured loan and includes the provisions 
of this subpart and the applicable pro-
visions of the Act. 

(b) Maturity means the date on which 
the loan indebtedness would be extin-
guished if paid in accordance with peri-
odic payments provided for in the loan. 

PREMIUMS 

§ 241.805 Insurance premiums. 
(a) First premium. The lender, upon 

the endorsement of the loan for insur-
ance, shall pay to the Commissioner a 
first loan insurance premium equal to 
one percent of the original face amount 
of the note. 

(b) Second premium. The lender, on 
the date of the first principal payment, 
shall pay a second premium equal to 
one percent of the average outstanding 
principal obligation of the loan for the 
year following such first principal pay-
ment date which shall be adjusted as of 
that date so that the aggregate of the 
first and second premiums shall equal 
the sum of one percent per annum of 
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the average outstanding principal obli-
gation of the loan for the period from 
the date of the insurance endorsement 
to one year following the date of the 
first principal payment. 

(c) Annual insurance premium. Until 
the note is paid in full, or until the 
loan is assigned to the Commissioner, 
or until the contract of insurance is 
otherwise terminated with the consent 
of the Commissioner, the lender, on 
each anniversary of the date of the 
first principal payment shall pay an 
annual loan insurance premium equal 
to one percent of the average out-
standing principal obligation of the 
loan for the year following the date on 
which such premium becomes payable. 

(d) Method of premium payment. Pre-
miums shall be payable in cash or in 
debentures of the General Insurance 
Fund at par plus accrued interest. All 
premiums are payable in advance and 
no refund can be made of any portion 
thereof except as provided in this part. 

(e) Calculation of premiums. The pre-
miums payable on and after the date of 
the first principal payment shall be 
calculated in accordance with the am-
ortization provisions without taking 
into account delinquent payments or 
prepayments. 

§ 241.805a Mortgagee’s late charge. 

Mortgage insurance premiums which 
are paid to the Commissioner more 
than 15 days after the billing date or 
due date, whichever is later, shall in-
clude a late charge of 4 percent of the 
amount of the payment due, except 
that no late charge shall be required 
with respect to any case for which HUD 
fails to render a proper billing to the 
mortgagee. 

§ 241.815 Termination of insurance. 

(a) Prepayment in full. The contract of 
insurance shall be terminated if the 
loan is paid in full prior to its matu-
rity. Notice of the prepayment shall be 
given to the Commissioner, on a form 
prescribed by the Commissioner, with-
in 30 days from the date of the prepay-
ment. The insurance termination shall 
become effective as of the date of the 
prepayment, or 30 days prior to the 
Commissioner’s receipt of the prepay-
ment notice, whichever is later. 

(b) Voluntary termination. The con-
tract of insurance shall be voluntarily 
terminated upon receipt by the Com-
missioner of a written request, on a 
form prescribed by the Commissioner, 
by the borrower and the lender for such 
termination, accompanied by a submis-
sion of the original credit instrument 
for cancellation of the insurance en-
dorsement and the remittance of all 
sums to which the Commissioner is en-
titled. The termination shall become 
effective as of the date these require-
ments are met. 

§ 241.825 Pro rata refund of insurance 
premium. 

Upon termination of a loan insurance 
contract by a payment in full or by a 
voluntary termination, the Commis-
sioner shall refund to the lender for the 
account of the borrower an amount 
equal to the pro rata portion of the 
current annual loan insurance pre-
mium theretofore paid which is appli-
cable to the portion of the year subse-
quent to the effective date of the ter-
mination. 

RIGHTS AND DUTIES OF LENDER UNDER 
THE CONTRACT OF INSURANCE 

§ 241.830 Definition of default. 
(a) If the borrower fails to make any 

payments due under or provided to be 
paid by the terms of the note or secu-
rity instrument, the note shall be con-
sidered in default for the purposes of 
this subpart. 

(b) The failure to perform any other 
covenant under the note or security in-
strument shall be considered a default: 
Provided, The lender, because of such 
default, has exercised its rights under 
the note or security instrument and ac-
celerated the debt. 

(c) The failure to make any payment 
or to perform any covenant under the 
first conventional note and mortgage 
by reason of which the holder thereof 
declares a default as evidenced by for-
mal written declaration of said default 
to the Commissioner and the lender by 
the holder of the first note and mort-
gage, shall be considered a default 
under the insured loan. 

(d) If such defaults as defined in para-
graphs (a), (b), and (c) of this section 
continue for a period of 30 days, the 
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lender shall be entitled to receive the 
benefits of insurance hereinafter pro-
vided. 

§ 241.840 Date of default. 
In computing loan insurance bene-

fits, the date of default shall be consid-
ered as: 

(a) The date of the lender’s accelera-
tion of the debt because of the bor-
rower’s uncorrected failure to perform 
a covenant or obligation under the 
note or security instrument; or 

(b) The date of the first failure to 
make a monthly payment which subse-
quent payments by the borrower are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they become due. 

(c) The date of the lender’s accelera-
tion of the debt because of the bor-
rower’s default under the first conven-
tional note and mortgage. 

§ 241.850 Notice of default. 
(a) If the default is not cured within 

the 30 day grace period, as defined in 
§ 241.530(d), the lender shall, within 30 
days thereafter, notify the Commis-
sioner in writing of such default. 

(b) The lender shall give notice in 
writing to the Commissioner of the 
failure of the borrower to comply with 
any covenant or obligation under the 
security instrument or note regardless 
of the fact that the lender may not 
have elected to accelerate the debt. 

§ 241.860 Commissioner’s right to re-
quire acceleration. 

Upon receipt of notice of the failure 
of the borrower to comply with any 
covenant or obligation under the secu-
rity instrument or note, or under the 
conventional note and mortgage, the 
Commissioner may require the lender 
to accelerate payment of the out-
standing principal balance due. 

§ 241.865 Election by the lender. 
Where a real estate mortgage, or 

other security instrument has been 
used to secure the payment of a loan 
made under the provisions of this sub-
part and subpart C of this part, the 
lender may either elect to assign the 
loan to the Commissioner in exchange 
for the payment of insurance benefits 
or may exercise its rights under the 

note and security instrument in lieu of 
making a claim for insurance benefits. 
If the lender elects the latter course, 
the Commissioner shall be so notified 
and the contract of insurance shall be 
deemed terminated upon the date of re-
ceipt of such notification. 

§ 241.875 Maximum claim period. 

Notice of intention to file claim on a 
form prescribed by the Commissioner 
shall be filed within 45 days after the 
lender becomes eligible for the benefits 
of the loan insurance, or within such 
later time as may be agreed upon by 
the Commissioner in writing. 

§ 241.880 Items to be delivered on sub-
mitting claim. 

Within 30 days after the filing of the 
notice of intention to assign the loan 
to the Commissioner, or within such 
further period as may be agreed upon 
by the Commissioner in writing, the 
lender shall deliver to the Commis-
sioner: 

(a) The fiscal data pertaining to the 
loan transactions; 

(b) Receipts covering all disburse-
ments as required by the fiscal data 
form; 

(c) The original note and any secu-
rity instrument or instruments which 
shall be assigned to the Commissioner 
without recourse or warranty, except 
that the lender must warrant that no 
act or omission of the lender has im-
paired the validity and priority of such 
security instrument or instruments 
that the security instrument or instru-
ments are prior to all mechanics’ and 
materialmen’s liens filed of record sub-
sequent to the recording of such secu-
rity instrument or instruments regard-
less of whether such liens attached 
prior to such recording date, and prior 
to all liens and encumbrances which 
may have attached or defects which 
may have arisen subsequent to the re-
cording of such security instrument or 
instruments, except such liens or other 
matters as may be approved by the 
Commissioner, that the amount stated 
in the instrument of assignment is ac-
tually due and owing under the secu-
rity instrument or instruments, that 
there are no offsets or counterclaims 
thereto, and that the lender has a good 
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right to assign such note and security 
instrument or instruments; 

(d) The assignment to the Commis-
sioner of all rights and interests aris-
ing under the note and security instru-
ment or instruments so in default and 
all claims of the lender against the bor-
rower or others arising out of the loan 
transaction; 

(e) All policies of title or other insur-
ance or surety bonds, or other guaran-
tees and any and all claims thereunder; 
including evidence satisfactory to the 
Commissioner that the original title 
coverage has been extended to include 
the assignment of the note and secu-
rity instrument or instruments to the 
Commissioner; 

(f) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction; 

(g) Any additional information or 
data which the Commissioner may re-
quire; 

(h) The following cash items, held in 
connection with the loan insured under 
this subpart, shall either be retained 
by the lender or delivered to the Com-
missioner at the time the insurance 
claim is filed. 

(1) Any cash held by the lender or its 
agents or to which it is entitled includ-
ing deposits made for the account of 
the borrower and which have not been 
applied in reduction of the principal 
the loan indebtedness. 

(2) All funds held by the lender for 
the account of the borrower received 
pursuant to any other agreement. 

(i) On the date the assignment of the 
note and security instrument or instru-
ments are filed for record, the lender 
shall notify the Commissioner and the 
Office of Finance and Accounting by 
telegram of such recordation. 

§ 241.885 Insurance benefits. 
(a) Method of payment. Payment of in-

surance claims shall be made in cash, 
in debentures, or in a combination of 
both, as determined by the Commis-
sioner either at, or prior to, the time of 
payment. 

(b) Amount of payment. Upon accept-
able assignment of the note and secu-
rity instrument to the Commissioner, 
the insurance benefits shall be paid in 
an amount equal to 90 percent of the 
amount determined as follows: 

(1) By adding to the unpaid principal 
amount of the loan, computed as of the 
date of default, the following items: 

(i) Any accrued interest due as of the 
date of execution of the assignment of 
the loan to the Commissioner. 

(ii) Any advances approved by the 
Commissioner made previously by the 
lender under the provisions of the note 
or security instrument or instruments. 

(iii) Reimbursements for such rea-
sonable collection costs, court costs, 
and attorney’s fees as may be approved 
by the Commissioner. 

(iv) Any loan insurance premiums 
paid after default. 

(v) If payment is made in cash, an 
amount equivalent to the debenture in-
terest which would have been earned 
thereon, as of the date such cash pay-
ment is made, except when the lender 
fails to meet any one of the applicable 
requirements of §§ 241.850, 241.875, and 
241.880, within the specified time and in 
a manner satisfactory to the Commis-
sioner (or within such further time as 
the Commissioner may approve in writ-
ing), the interest allowance in such 
cash payment shall be computed only 
to the date on which the particular re-
quired action should have been taken 
or to which it was extended. 

(2) By deducting from the total of the 
items computed under paragraph (b)(1) 
of this section the following items: 

(i) Any amount received by the lend-
er on account of the loan after the date 
of default. 

(ii) Any net income received by the 
lender from the property covered by 
the note or security instrument and 
not applied to prior debts held by the 
lender. 

(iii) The sum of the cash items re-
tained by the lender pursuant to 
§ 241.880(h) (1) and (2). 

[45 FR 57987, Aug. 29, 1980, as amended at 80 
FR 51469, Aug. 25, 2015] 

§ 241.890 Characteristics of deben-
tures. 

Debentures issued in settlement of 
insurance claims under this subpart 
shall have the same characteristics and 
the same requirements for registration 
and redemption as those issued pursu-
ant to subpart B of this part except 
that debentures shall bear interest at 
the rate in effect as of the date the 
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commitment was issued, or as of the 
date the loan was first endorsed for in-
surance, whichever rate is higher, and 
shall mature 10 years from the date of 
issue which date shall be the date of 
execution of the assignment of the loan 
to the Commissioner. 

§ 241.893 Cash adjustment. 

Any difference of less than $50 be-
tween the amount of debentures to be 
issued to the lender and the total 
amount of the lender’s claim, as ap-
proved by the Commissioner, may be 
adjusted by the issuance of a check in 
payment thereof. 

[59 FR 49817, Sept. 30, 1994] 

ASSIGNMENTS 

§ 241.895 Assignment of insured loans. 

(a) An insured loan may be trans-
ferred only to a transferee who is a 
lender approved by the Commissioner. 
Upon such transfer and the assumption 
by the transferee of all obligations 
under the contract of insurance the 
transferor shall be released from its ob-
ligations under the contract of insur-
ance. 

(b) The contract of insurance shall 
terminate with respect to loans de-
scribed in paragraph (a) of this section 
upon the happening of either of the fol-
lowing events: 

(1) The transfer or pledge of the in-
sured loan to any person, firm or cor-
poration, public or private, other than 
an approved lender. 

(2) The disposal by a lender of any 
partial interest in the insured loan to 
other than an approved lender. 

EXTENSION OF TIME 

§ 241.897 Actions to be taken by lend-
er. 

With respect to any action required 
of the lender within a period of time 
prescribed by this subpart, the Com-
missioner may extend such period. 

RIGHTS IN HOUSING FUND 

§ 241.900 No vested right in fund. 

Neither the lender nor the borrower 
shall have any vested or other right in 
the General Insurance Fund. 

§ 241.905 Effect of amendments. 
The regulations in this subpart may 

be amended by the Commissioner at 
any time and from time to time in 
whole or in part, but such amendment 
shall not adversely affect the interests 
of a lender under the contract of insur-
ance on any loan already insured and 
shall not adversely affect the interests 
of a lender on any loan to be insured on 
which the Commissioner has made a 
commitment to insure. 

Subpart E—Insurance for Equity 
Loans and Acquisition 
Loans—Eligibility Require-
ments 

SOURCE: 57 FR 12037, Apr. 8, 1992, unless 
otherwise noted. 

§ 241.1000 Purpose and scope. 
(a) Section 231 of the Emergency Low 

Income Housing Preservation Act of 
1989 (‘‘ELIHPA’’) amended the National 
Housing Act by adding a new sub-
section (f) to section 241. This section 
authorizes the Secretary to provide in-
surance for an equity loan as a vehicle 
for the owner of an eligible multi-
family project to capture a portion of 
the project’s equity, in connection with 
a plan of action approved by the Com-
missioner under ELIHPA. 

(b) Section 602 of the Low-Income 
Housing Preservation and Resident 
Homeownership Act of 1990 
(‘‘LIHPRHA’’) amended section 241 by 
expanding its scope to include both eq-
uity loans for owners, and acquisition 
loans for purchasers, under a plan of 
action approved under the provisions of 
the 1990 Act, and by making other 
changes. The provisions of section 
241(f) as amended by LIHPRHA are ap-
plicable to owners with plans of action 
being processed under part 248, subpart 
B of this chapter, which implements 
LIHPRHA. 

(c) The provisions of section 241(f) of 
the Act as they were in effect prior to 
LIHPRHA remain in effect for owners 
with plans of action being processed 
under part 248, subpart C of this chap-
ter, which implements ELIHPA. 

(d) The insurance of an equity loan or 
acquisition loan under subpart E of 
this part may be provided only as a 
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specific element of a plan of action ap-
proved by the Commissioner under part 
248 of this chapter and is not available 
under any other departmental pro-
gram. 

(e) Unless otherwise indicated, the 
provisions of subparts E and F of this 
part are applicable to loans insured in 
connection with plans of action being 
processed under either subpart B or C 
of part 248 of this chapter. 

(f) An owner or purchaser may obtain 
both a rehabilitation loan under sub-
part A of this part and an equity loan 
or acquisition loan under subpart E of 
this part. 

§ 241.1005 Definitions. 
(a) All of the definitions of § 241.1 

apply to equity and acquisition loans 
insured under subpart E of this part ex-
cept the following definitions: 

§ 241.1(i)—Borrower; 
§ 241.1(k)—Energy conserving improvements; 
§ 241.1(1)—Solar energy system. 

(b) As used in subpart E of this part, 
the following terms have the meaning 
indicated: 

Acquisition loan means a loan or ad-
vance of credit made to a purchaser of 
eligible low income housing which is 
made for the purpose of implementing 
a plan of action approved in accordance 
with part 248 of this chapter. 

Borrower means the owner or quali-
fied purchaser of an eligible low in-
come housing project, which owner re-
ceives and becomes primarily obligated 
for the repayment of an equity loan. 
With respect to loans insured in con-
nection with a plan of action under 
part 248, subpart C of this chapter, the 
term includes a public entity, a non-
profit organization or a limited equity 
cooperative, which entity is purchasing 
an eligible low income housing project 
by means of an equity loan and is obli-
gated for the payment of the equity 
loan. 

Eligible low income housing has the 
same meaning as provided at § 248.101 
or § 248.201 of this chapter, with respect 
to loans insured in connection with 
plans of action under subparts B or C of 
part 248 of this chapter. 

Equity means, for purpose of subparts 
E and F of this part only, the dif-
ference between the fair market value 

of the project as determined by the 
Commissioner and the outstanding in-
debtedness relating to the property. 

Equity Loan means a loan or advance 
of credit to the owner of an eligible low 
income housing project which is made 
for the purpose of implementing a plan 
of action approved in accordance with 
part 248 of this chapter. 

Extension preservation equity has the 
same meaning as provided at § 248.101 of 
this chapter. 

Limited equity cooperative means a 
tenant cooperative corporation which, 
in a manner acceptable to the Commis-
sioner, restricts the initial and resale 
price of the shares of stock in the coop-
erative corporation so that the shares 
remain affordable to low-income fami-
lies and moderate income families. 

Low-income families has the same 
meaning as provided at § 248.101 of this 
chapter. 

Moderate income families has the same 
meaning as provided at § 248.101 of this 
chapter. 

Plan of action has the same meaning 
as provided at § 248.101 or § 248.201 of 
this chapter. 

Preservation equity has the same 
meaning as provided at § 248.101 of this 
chapter. 

Priority purchaser has the same mean-
ing as provided at § 248.101 of this chap-
ter. 

Qualified Purchaser has the same 
meaning as provided at § 248.101 of this 
chapter. 

§ 241.1010 Feasibility letter. 
(a) Request for study. The owner may 

request the Commissioner to undertake 
a feasibility analysis of an equity or 
acquisition loan, and issue a feasibility 
letter. At the discretion of the Com-
missioner the feasibility analysis may 
be undertaken or denied. 

(b) Findings. The issuance of a feasi-
bility letter indicates completion of 
the Commissioner’s preliminary anal-
ysis for the insurance of an equity or 
acquisition loan. The feasibility letter 
shall contain the Commissioner’s esti-
mate of the supportable loan amount, 
based upon the project’s equity in the 
case of an equity loan and based on the 
project’s purchase price in the case of 
an acquisition loan, but such feasi-
bility letter shall neither constitute a 
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commitment to insure nor bind the 
Commissioner in any other manner. 

(c) Fee. The Commissioner shall not 
charge a fee for undertaking a feasi-
bility analysis or for the issuance of a 
feasibility letter. 

§ 241.1015 Processing of applications 
and required fees. 

(a) Application. An application for the 
issuance of a firm commitment for in-
surance of an equity or acquisition 
loan on a project shall be submitted by 
an approved lender and by the owner or 
purchaser of the project to the Com-
missioner on a form prescribed by the 
Commissioner. No application shall be 
considered unless the exhibits called 
for by such forms are furnished. 

(b) Commitment fees. An application 
for a firm commitment shall be accom-
panied by the payment of an applica-
tion-commitment fee of $5.00 per thou-
sand dollars of the requested loan 
amount to be insured. 

[61 FR 14417, Apr. 1, 1996] 

§ 241.1020 Commitments. 

(a) Firm commitment. The issuance of 
a firm commitment indicates the Com-
missioner’s approval of the application 
for insurance and sets forth the terms 
and conditions upon which the equity 
or acquisition loan will be insured. The 
firm commitment may provide for the 
insurance of advances of the equity or 
acquisition loan immediately upon en-
dorsement of the note. 

(b) Term of commitment. (1) A firm 
commitment is effective for whatever 
term is specified in the text of the 
commitment. 

(2) The term of a firm commitment 
may be extended in such manner as the 
Commissioner may prescribe. 

(c) Reopening of expired commitments. 
An expired firm commitment may be 
reopened if a request for reopening is 
received by the Commissioner within 90 
days of the expiration of the commit-
ment. The reopening request shall be 
accompanied by a fee of 50 cents per 
thousand dollars of the amount of the 
expired commitment. If the reopening 
request is not received by the Commis-
sioner within the required 90-day pe-
riod, a new application, accompanied 

by the required application and com-
mitment fee, must be submitted. 

[61 FR 14417, Apr. 1, 1996] 

§ 241.1025 Refund of fees. 

If the amount of the commitment 
issued is less than the amount applied 
for, the Commissioner shall refund the 
excess amount of the application and 
commitment fees submitted by the ap-
plicant. If an application is rejected be-
fore it is assigned for processing, or in 
such other instances as the Commis-
sioner may determine, the entire appli-
cation and commitment fees or any 
portion thereof may be returned to the 
applicant. Commitment and reopening 
fees may also be refunded to the appli-
cant, in whole or in part, in such other 
instances as the Commissioner may de-
termine. 

§ 241.1030 Mortgage insurance pre-
miums. 

The lender, upon endorsement of the 
note, shall pay the Commissioner a 
first mortgage insurance premium 
equal to 0.5 percent of the original face 
amount of the equity or acquisition 
loan. 

(a) If the date of the first principal 
payment is more than one year fol-
lowing the date of endorsement, the 
lender upon each anniversary of such 
endorsement date, shall pay a premium 
equal to 0.5 percent of the original face 
amount of the loan. On the date of the 
first principal payment, the lender 
shall pay another premium equal to 0.5 
percent of the average outstanding 
principal obligation of the loan for the 
following year which shall be adjusted 
so as to accord with such date and so 
that the aggregate of said premiums 
shall equal the sum of: 

(1) 0.5 percent of the average out-
standing principal obligation of the 
loan for the year following the date of 
endorsement; and 

(2) 0.5 percent per annum of the aver-
age outstanding principal obligation of 
the loan for the period from the first 
anniversary of the date of endorsement 
to one year following the date of the 
first principal payment. 

(b) If the date of the first principal 
payment is one year or less than one 
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year following the date of endorse-
ment, the lender, upon such first prin-
cipal payment date, shall pay a second 
premium equal to 0.5 percent of the av-
erage outstanding principal obligation 
of the loan for the following year which 
shall be adjusted so as to accord with 
such date and so that the aggregate of 
the said two premiums shall equal the 
sum of: 

(1) 0.5 percent per annum of the aver-
age outstanding principal obligation of 
the loan for the period from the date of 
endorsement to the date of the first 
principal payment; and 

(2) 0.5 percent of the average out-
standing principal obligation of the 
loan for the year following the date of 
the first payment following the date of 
the first principal payment. 

(c) Until the equity or acquisition 
loan is paid in full or until receipt by 
the Commissioner of an application for 
insurance benefits, or until the con-
tract of insurance is otherwise termi-
nated with the consent of the Commis-
sioner, the lender on each anniversary 
date of the first principal payment, 
shall pay an annual insurance premium 
equal to 0.5 percent of the average out-
standing principal obligation of the 
loan for the year following the date on 
which such premium becomes payable. 

(d) The premiums payable on or after 
the date of the first principal payment 
shall be calculated in accordance with 
the amortizing provisions without tak-
ing into account delinquent payments 
or prepayments. 

(e) Premiums shall be payable in 
cash or in debentures at par plus ac-
crued interest. All premiums are pay-
able in advance and no refund can be 
made of any portion thereof except as 
hereinafter provided in subpart E of 
this part. 

§ 241.1035 Charges by lender. 
(a) The lender may collect from the 

borrower the amount of the fees pro-
vided for by subpart E of this part. 

(b) The lender may also collect from 
the borrower an initial service charge, 
as reimbursement for the cost of clos-
ing the transaction, in an amount not 
to exceed 2 percent of the original prin-
cipal amount of the loan. 

(c) Any charges to be collected by the 
lender in addition to those prescribed 

in paragraphs (a) and (b) of this sec-
tion, shall be subject to the prior ap-
proval of the Commissioner. 

§ 241.1040 Eligible lenders. 
Lenders approved as mortgagees 

under §§ 202.6, 202.7 or 202.9 of this chap-
ter are eligible for insurance of equity 
loans under this subpart. 

[62 FR 20088, Apr. 24, 1997] 

§ 241.1045 Note and security form. 
The lender shall present for insur-

ance a note and security instrument on 
forms approved by the Commissioner 
for use in the jurisdiction in which the 
property is located, which shall not be 
changed without the prior approval of 
the Commissioner. The security instru-
ment shall provide for accelerated re-
payment at the request of the Commis-
sioner pursuant to § 241.1046(b). 

§ 241.1046 Rental assistance. 
(a) When underwriting an equity or 

acquisition loan under subpart E of 
this part, the Commissioner may as-
sume that the rental assistance pro-
vided in accordance with a plan of ac-
tion approved under subparts B or C of 
part 248 of this chapter will be ex-
tended for the full term of the contract 
entered into under the plan of action. 

(b) In the event that rental assist-
ance is not extended under part 248 of 
this chapter, or the Commissioner is 
unable to develop a revised package of 
incentives to the owner comparable to 
those received under the original ap-
proved plan of action, the Commis-
sioner may require the mortgagee to 
accelerate the debt of the equity or ac-
quisition loan. 

(c) If the Commissioner is unable to 
extend the term of rental assistance for 
the full term of the contract entered 
into under part 248 of this chapter, the 
Commissioner is authorized to take 
such actions as the Commissioner 
deems appropriate to avoid default, 
avoid disruption of the sound owner-
ship and management of the property 
or otherwise minimize the cost to the 
Federal Government. 

§ 241.1050 Method of loan payment. 
The loan shall provide for monthly 

payments on the first day of each 
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month on account of interest and prin-
cipal and shall provide for payments in 
accordance with the amortization plan 
as agreed upon by the borrower, the 
lender, and the Commissioner. 

§ 241.1055 Date of first payment to 
principal. 

The date for first payment to prin-
cipal shall be established by the Com-
missioner. 

§ 241.1060 Maturity. 
(a) Equity loans shall have a term 

not to exceed 40 years; and 
(b) Acquisition loans shall have a 

term of 40 years. 

[58 FR 37814, July 13, 1993] 

§ 241.1065 Maximum loan amount— 
loans insured in connection with a 
plan of action under subpart C of 
part 248 of this chapter. 

The amount of the equity loan shall 
not exceed ninety percent of the own-
er’s equity in the project, as deter-
mined by the Commissioner. Notwith-
standing the above, the equity loan 
shall not exceed an amount which, 
when added to the existing indebted-
ness on the property, can be supported 
by 90 percent of the projected net oper-
ating income of the project, as deter-
mined by the Commissioner. The Com-
missioner, in making a determination 
regarding the amount of an equity loan 
and sums available to service said loan, 
shall take into account the fact that 
the project’s income may increase 
within the limits established by 
§ 248.233(d) of this chapter. 

§ 241.1067 Maximum loan amount— 
loans insured in connection with a 
plan of action under subpart B of 
part 248 of this chapter. 

(a) The amount of the equity loan 
shall not exceed: 

(1) The amount of rehabilitation 
costs as determined under an approved 
plan of action and related charges; plus 

(2) The lesser of 70 percent of the ex-
tension preservation equity of the 
project; or 

(3) The amount the Commissioner de-
termines can be supported by the 
project on the basis of an 8 percent re-
turn on extension preservation equity, 
assuming normal debt service cov-

erage. To the extent practicable, eq-
uity loans shall have amortization pro-
visions which will support the max-
imum loan amount authorized under 
this section. 

(b) The amount of the acquisition 
loan shall not exceed: 

(1) The amount of rehabilitation 
costs as determined under an approved 
plan of action and related charges; plus 

(2) Ninety-five percent of the transfer 
preservation equity of the project; and 

(3) If the purchaser is a priority pur-
chaser, the loan may include any ex-
penses associated with the acquisition, 
loan closing, and implementation of 
the plan of action, subject to the ap-
proval of the Commissioner. 

[58 FR 37814, July 13, 1993] 

§ 241.1068 Renegotiation of an equity 
loan. 

The Commissioner shall renegotiate 
and modify the terms of an equity loan 
insured under this subpart at the re-
quest of the owner of the project for 
which a loan closing occurred if— 

(a) The loan closing occurred between 
September 28, 1992 and January 26, 1993; 

(b) The loan was made pursuant to a 
plan of action submitted under subpart 
C of part 248 of this chapter; and 

(c) The plan of action was accepted 
by the Commissioner for processing in 
December 1991. 

[58 FR 37814, July 13, 1993] 

§ 241.1069 Escrow requirements. 
(a) An equity loan provided in con-

nection with a plan of action under 
subpart B of part 248 of this chapter 
shall provide for the lender to deposit, 
on behalf of the borrower, 10 percent of 
the loan amount in an escrow account, 
controlled by the Commissioner or a 
State housing finance agency approved 
by the Commissioner, which shall be 
made available to the borrower upon 
the expiration of the 5-year period be-
ginning on the date the loan is made, 
subject to compliance with § 248.147 of 
this chapter. 

(b) An equity loan provided in con-
nection with a plan of action under ei-
ther subpart B or subpart C of part 248 
of this chapter shall provide for the 
lender to phase in advances to reflect 
project rent levels. 
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§ 241.1070 Agreed interest rate. 

The equity or acquisition loan shall 
bear interest at the rate agreed upon 
by the borrower and the lender. 

§ 241.1080 Eligibility of title. 

In order for the project to be eligible 
for insurance, the Commissioner shall 
determine that the title to the prop-
erty is vested in the borrower as of the 
date the security instrument is filed 
for record. The title evidence will be 
examined by the Commissioner and the 
endorsement of the credit instrument 
for insurance shall be evidence of its 
acceptability. 

§ 241.1085 Title evidence. 

(a) Upon insurance of the loan, the 
lender shall furnish to the Commis-
sioner a policy of title insurance as 
provided in paragraph (a)(1) of this sec-
tion. If the lender is unable to furnish 
such policy for reasons satisfactory to 
the Commissioner, the lender shall fur-
nish such evidence of title as provided 
in paragraphs (a)(2), (3) or (4) of this 
section as the Commissioner may re-
quire. Any policy of title insurance, or 
evidence of title required under this 
section shall be furnished without ex-
pense to the Commissioner. The ac-
ceptable types of title evidence are: 

(1) A policy of title insurance issued 
by a company and in a form satisfac-
tory to the Commissioner. The policy 
shall name the lender and the Sec-
retary of Housing and Urban Develop-
ment, as their respective interests may 
appear, as the insured. The policy shall 
provide that upon acquisition of title 
by the lender or the Secretary, it will 
continue to provide the same coverage 
as the original policy, and will run to 
the lender upon its acquisition of the 
property in extinguishment of the debt, 
and to the Secretary upon acquisition 
of the property pursuant to the loan in-
surance contract. 

(2) An abstract of title satisfactory 
to the Commissioner, prepared by an 
abstract company or individual en-
gaged in the business of preparing ab-
stracts of title, accompanied by a legal 
opinion satisfactory to the Commis-
sioner, as to the quality of such title, 
signed by an attorney at law experi-
enced in the examination of titles; 

(3) A Torrens or similar title certifi-
cation; or 

(4) Evidence of title conforming to 
the standards of a supervising branch 
of the Government of the United States 
of America, or of any State or territory 
thereof. 

[57 FR 12037, Apr. 8, 1992, as amended at 58 
FR 34217, June 24, 1993] 

§ 241.1090 Accumulation of next pre-
mium. 

The security instrument shall pro-
vide for payments by the borrower to 
the lender on each interest payment 
date of an amount sufficient to accu-
mulate in the hands of the lender one 
payment period prior to its due date 
the next annual insurance premium 
payable by the lender to the Commis-
sioner. These payments shall continue 
only as long as the contract of insur-
ance remains in effect. 

§ 241.1095 Application of payments. 

(a) The security instrument shall 
provide that all monthly payments to 
be made by the borrower shall be added 
together and the aggregate amount 
shall be paid by the borrower upon 
each monthly payment date in a single 
payment. The lender shall apply the 
payment in the following order: 

(1) Premium charges under the con-
tact of insurance; 

(2) Interest on the loan; and 
(3) Amortization of the principal of 

the loan. 
(b) Any deficiency in the amount of 

any monthly payments required under 
paragraph (a) of this section shall con-
stitute a default. The security instru-
ment shall provide for a grace period of 
30 days within which time the default 
must be cured. 

§ 241.1100 Prepayment privilege and 
charges. 

(a) Prepayment privilege. (1) Except as 
otherwise provided in paragraph (b) of 
this section, the security instrument 
shall contain a provision permitting 
the borrower to prepay the loan, in 
whole or in part, upon any interest 
payment date after giving to the lender 
30 days advance notice of its intention 
to prepay. 
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(2) If the loan exceeds $200,000, the se-
curity instrument may contain a provi-
sion for an additional charge in the 
event of prepayment of principal as 
may be agreed upon between the bor-
rower and lender. These charges shall 
not be imposed if the loan is acceler-
ated at the request of the Commis-
sioner, pursuant to § 241.1046(b). The 
borrower shall be permitted to prepay 
up to 15 percent of the original prin-
cipal amount of the loan in any one 
calendar year without any additional 
charge. A provision for an additional 
charge in the event of prepayment may 
not be included in a loan of $200,000 or 
less. 

(b) Prepayment of bond-financed loan. 
Where the lender has obtained the 
funds for the loan by the issuance and 
sale of bonds or bond anticipation 
notes, or both, the loan may contain a 
prepayment restriction and prepay-
ment penalty charges acceptable to the 
Commissioner as to term, amount, and 
conditions. 

§ 241.1105 Late charges. 

The note and security instrument 
may provide for the lender’s collection 
of a late charge, not to exceed 2 cents 
for each dollar of each payment to in-
terest or principal more than 15 days in 
arrears, to cover the expense involved 
in handling delinquent payments. Late 
charges shall be separately charged to 
and collected from the borrower and 
shall not be deducted from any aggre-
gate monthly payment. 

§ 241.1120 Mortgagee’s consent. 

The holder of an insured mortgage 
which is recorded prior to the equity or 
acquisition loan shall not withhold its 
consent to the equity or acquisition 
loan (whether or not such equity or ac-
quisition loan is insured by the Com-
missioner) or the security instrument 
executed in connection therewith, and 
may not charge a fee as a condition to 
its consent to such loan or security in-
strument. 

Subpart F—Insurance for Equity 
Loans and Acquisition 
Loans—Contract Rights and 
Obligations 

SOURCE: 57 FR 12040, Apr. 8, 1992, unless 
otherwise noted. 

§ 241.1200 Cross-references. 
(a) Projects with a HUD-insured or 

HUD-held mortgage. (1) All the provi-
sions of part 207, subpart B of this 
chapter, covering mortgages insured 
under section 207 of the Act, apply to 
equity loans or acquisition loans on a 
project insured under section 241(f) of 
the Act, except the following provi-
sions: 

Sec. 
207.251 Definitions. 
207.252 First, second and third premium. 
207.252a Premiums—operating loss loans. 
207.252b Premiums—mortgages insured pur-

suant to section 223(f) of the Act. 
207.252c Premiums—mortgages insured pur-

suant to section 238(c) of the Act. 
207.254 Insurance endorsement. 

(2) For the purposes of subpart F of 
this part, all references in part 207 of 
this chapter to section 207 of the Act 
and to the term ‘‘mortgage’’ shall be 
construed to refer to section 241(f) of 
the Act and ‘‘equity or acquisition 
loan,’’ respectively. 

(b) Projects without a HUD-insured or 
HUD-held mortgage. The provisions of 
subpart D of this part shall be applica-
ble to a project without a HUD-insured 
or HUD-held mortgage that is receiving 
an equity loan or acquisition loan 
under subpart E of this part in connec-
tion with a plan of action approved by 
the Commissioner under part 248 of 
this chapter. 

(c) All of the definitions in § 241.1005 
apply to subpart F of this part. In addi-
tion, as used in subpart F of this part, 
the term ‘‘contract of insurance’’ 
means the agreement evidenced by the 
Commissioner’s insurance endorsement 
and includes the provisions of subpart 
F of this part and of the Act. 

§ 241.1205 Payment of insurance bene-
fits. 

All the provisions of § 207.259 of this 
chapter relating to insurance benefits 
shall apply to an equity or acquisition 
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loan insured under subpart F of this 
part. 

[80 FR 51469, Aug. 25, 2015] 

§ 241.1210 Condition for payment of in-
surance benefits. 

(a) All of the provisions of § 207.258 of 
this chapter apply to subpart F of this 
part, except that, if the holder of the 
senior insured mortgage institutes a 
foreclosure action, the lender shall no-
tify the Commissioner in a timely 
manner of such action. The Commis-
sioner, at its option, may then direct 
the lender to assign the equity or ac-
quisition loan to the Commissioner, or 
bid an amount necessary to acquire the 
project and convey the project to the 
Commissioner. 

(b) If the equity loan or acquisition 
loan is assigned in accordance with 
this section, the Commissioner at a 
foreclosure sale may bid, in addition to 
amounts otherwise authorized, any 
sum not in excess of the aggregate un-
paid indebtedness secured by the senior 
insured mortgage and equity or acqui-
sition loan, plus taxes, insurance, fore-
closure costs, fees and other expenses. 

§ 241.1215 Calculation of insurance 
benefits. 

All of the provisions of § 207.259 of 
this chapter apply to subpart F of this 
part, except that if the lender, at the 
direction of the Commissioner, ac-
quires title to the project at a fore-
closure sale instituted by the holder of 
the senior insured mortgage, the 
amount of the claim determined under 
§ 207.259(c) of this chapter shall also in-
clude an amount bid by the lender to 
satisfy the senior insured mortgage at 
the foreclosure sale. 

§ 241.1220 Termination of insurance 
benefits. 

All of the provisions of § 207.253a of 
this chapter apply to subpart F of this 
part, except that the following shall 
also constitute grounds for termi-
nating the contract of insurance: 

(a) The failure of the lender to notify 
the Commissioner in a timely manner 
of a foreclosure action initiated by the 
holder of the senior insured mortgage; 
and 

(b) The failure of the lender when di-
rected by the Commissioner to assign 

the equity or acquisition loan or bid an 
amount necessary to acquire title to 
the project and convey the project to 
the Commissioner, in accordance with 
§ 241.1210. 

§ 241.1230 No vested right in fund. 

Neither the lender nor the borrower 
shall have any vested or other right in 
the insurance fund under which the 
loan is insured. 

§ 241.1235 Cross default. 

In the event the borrower commits a 
default under a prior recorded insured 
mortgage and the holder thereof initi-
ates a foreclosure proceeding, said de-
fault under the prior recorded insured 
mortgage shall constitute a default 
under the equity or acquisition loan. 

§ 241.1245 Insurance endorsement. 

(a) Endorsement. The Commissioner 
shall indicate his insurance of the eq-
uity loan or acquisition loan by endors-
ing the original credit instrument and 
identifying the section of the Act and 
the regulations under which the loan is 
insured and the date of insurance. 

(b) Endorsement of phased loan. In the 
event the loan is phased, the Commis-
sioner shall indicate his insurance of 
each amount by endorsing the original 
credit instrument and identifying the 
section of the Act and the regulations 
under which such amount is insured 
and the date of the insurance. 

(c) Final advance of phased loan. When 
all advances of a phased loan have been 
made and the terms and conditions of 
the commitment have been complied 
with to the satisfaction of the Commis-
sioner, the Commissioner shall indi-
cate on the original credit instrument 
the total of all advances the Commis-
sioner has approved for insurance and 
again endorse such instrument. 

§ 241.1250 Effect of endorsement. 

From the date that the equity or ac-
quisition loan is endorsed, the Commis-
sioner and the lender shall be bound by 
the provisions of subpart F of this part 
to the same extent as if they had exe-
cuted a contract including the provi-
sions of subpart F of this part and the 
applicable sections of the Act. 
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PART 242—MORTGAGE 
INSURANCE FOR HOSPITALS 

Subpart A—General Eligibility 
Requirements 

Sec. 
242.1 Definitions. 
242.2 Program financial self-sufficiency. 
242.3 Encouragement of certain programs. 
242.4 Eligible hospitals. 
242.5 Eligible mortgagees/lenders. 
242.6 Property requirements. 
242.7 Maximum mortgage amounts. 
242.8 Standards for licensure and methods 

of operation. 
242.9 Physician ownership. 
242.10 Eligible mortgagors. 
242.11 Regulatory compliance required. 
242.13 Parents and affiliates. 
242.14 Mortgage reserve fund. 
242.15 Limitation on refinancing existing 

indebtedness. 

Subpart B—Application Procedures and 
Commitments 

242.16 Applications. 
242.17 Commitments. 
242.18 Inspection fee. 
242.19 Fees on increases. 
242.20 Reopening of expired commitments. 
242.21 Refund of fees. 
242.22 Maximum fees and charges by mort-

gagee. 
242.23 Maximum mortgage amounts and 

cash equity requirements. 
242.24 Initial operating costs. 

Subpart C—Mortgage Requirements 

242.25 Mortgage form and disbursement of 
mortgage proceeds. 

242.26 Agreed interest rate. 
242.27 Maturity. 
242.28 Allowable costs for consultants. 
242.29 Payment requirements. 
242.30 Application of payments. 
242.31 Accumulation of accruals. 
242.32 Covenant against liens. 
242.33 Covenant for malpractice, fire, and 

other hazard insurance. 
242.35 Mortgage lien certifications. 
242.37 Mortgage prepayment. 
242.38 Late charge. 

Subpart D—Endorsement for Insurance 

242.39 Insurance endorsement. 
242.40 Mortgagee certificate. 
242.41 Certification of cost requirements. 
242.42 Certificates of actual cost. 
242.43 Application of cost savings. 

Subpart E—Construction 

242.44 Construction standards. 

242.45 Early commencement of work. 
242.46 Insured advances—building loan 

agreement. 
242.47 Insured advances for building compo-

nents stored off-site. 
242.48 Insured advances for certain equip-

ment and long lead items. 
242.49 Funds and finances: deposits and let-

ters of credit. 
242.50 Funds and finances: off-site utilities 

and streets. 
242.51 Funds and finances: insured advances 

and assurance of completion. 
242.52 Construction contracts. 
242.53 Excluded contractors. 

Subpart F—Nondiscrimination and Wage 
Rates 

242.54 Nondiscrimination. 
242.55 Labor standards. 

Subpart G—Regulatory Agreement, Ac-
counting and Reporting, and Financial 
Requirements 

242.56 Form of regulation. 
242.57 Maintenance of hospital facility. 
242.58 Books, accounts, and financial state-

ments. 
242.59 Inspection of facilities by Commis-

sioner. 
242.61 Management. 
242.62 Releases of lien. 
242.63 Additional indebtedness and leasing. 
242.64 Current and future property. 
242.65 Distribution of assets. 
242.66 Affiliate transactions. 
242.67 New corporations, subsidiaries, affili-

ations, and mergers. 

Subpart H—Miscellaneous Requirements 

242.68 Disclosure and verification of Social 
Security and Employer Identification 
Numbers. 

242.69 Transfer fee. 
242.70 Fees not required. 
242.72 Leasing of hospital. 
242.73 Waiver of eligibility requirements for 

mortgage insurance. 
242.74 Smoke detectors. 
242.75 Title requirements. 
242.76 Title evidence. 
242.77 Liens. 
242.78 Zoning, deed, and building restric-

tions. 
242.79 Environmental quality determina-

tions and standards. 
242.81 Lead-based paint poisoning preven-

tion. 
242.82 Energy conservation. 
242.83 Debarment and suspension. 
242.84 Previous participation and compli-

ance requirements. 
242.86 Property and mortgage assessment. 
242.87 Certifications. 
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provided by this section for full insur-
ance, effective as of the date of assign-
ment in accordance with the appro-
priate provisions of 24 CFR part 207. 
Any future claim by GNMA, or any as-
signment of the fully insured Mort-
gage, will be governed by the appro-
priate provisions of 24 CFR part 207, ex-
cept that any payment will be made in 
cash instead of debentures. 

[59 FR 1475, Jan. 11, 1994] 

§ 255.3 Case-by-case conversion to full 
insurance. 

CROSS REFERENCE: The provisions of 24 
CFR 251.3 apply to this part. 

[61 FR 49038, Sept. 17, 1996] 

§ 255.6 Method of payment of mortgage 
insurance premiums. 

The provisions of 24 CFR 251.6 shall 
apply to this part. 

[63 FR 1303, Jan. 8, 1998] 

PART 266—HOUSING FINANCE 
AGENCY RISK-SHARING PRO-
GRAM FOR INSURED AFFORD-
ABLE MULTIFAMILY PROJECT 
LOANS 

Subpart A—General Provisions 

Sec. 
266.1 Purpose and scope. 
266.5 Definitions. 
266.10 Allocations of assistance and credit 

subsidy. 
266.15 Risk-Sharing Agreement. 
266.20 Effect of amendments. 
266.25 Limitation on HUD insurance liabil-

ity. 
266.30 Nonapplicability of 24 CFR part 246. 

Subpart B—Housing Finance Agency 
Requirements 

266.100 Qualified housing finance agency 
(HFA). 

266.105 Application requirements. 
266.110 Reserve requirements. 
266.115 Program monitoring and evaluation. 
266.120 Actions for which sanctions may be 

imposed. 
266.125 Scope and nature of sanctions. 
266.130 Reinsurance. 

Subpart C—Program Requirements 

266.200 Eligible projects. 
266.205 Ineligible projects. 
266.210 HUD-retained review functions. 

266.215 Functions delegated by HUD to 
HFAs. 

266.220 Nondiscrimination in housing and 
employment. 

266.225 Labor standards. 

Subpart D—Processing, Development, and 
Approval 

266.300 HFAs accepting 50 percent or more 
of risk. 

266.305 HFAs accepting less than 50 percent 
of risk. 

266.310 Insurance of advances or insurance 
upon completion; applicability of re-
quirements. 

266.315 Recordkeeping requirements. 

Subpart E—Mortgage and Closing 
Requirements; HUD Endorsement 

266.400 Property requirements—real estate. 
266.402 Recordation. 
266.405 Title. 
266.410 Mortgage provisions. 
266.415 Mortgage lien and other obligations. 
266.417 Authority to adjust mortgage insur-

ance amount. 
266.420 Closing and endorsement by the 

Commissioner. 

Subpart F—Project Management and 
Servicing 

266.500 General. 
266.505 Regulatory agreement requirements. 
266.507 Maintenance requirements. 
266.510 HFA responsibilities. 
266.515 Record retention. 
266.520 Program monitoring and compli-

ance. 

Subpart G—Contract Rights and 
Obligations 

MORTGAGE INSURANCE PREMIUMS 

266.600 Mortgage insurance premium: Insur-
ance upon completion. 

266.602 Mortgage insurance premium: In-
sured advances. 

266.604 Mortgage insurance premium: Other 
requirements. 

266.606 Mortgage insurance premium: Dura-
tion and method of paying. 

266.608 Mortgage insurance premium: Pro 
rata refund. 

266.610 Method of payment of mortgage in-
surance premiums. 

INSURANCE ENDORSEMENT 

266.612 Insurance endorsement. 

ASSIGNMENTS 

266.616 Transfer of partial interest under 
participation agreement. 
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TERMINATION 

266.620 Termination of Contract of Insur-
ance. 

266.622 Notice and date of termination by 
the Commissioner. 

CLAIM PROCEDURES 

266.626 Notice of default and filing an insur-
ance claim. 

266.628 Initial claim payments. 
266.630 Partial payment of claims. 
266.632 Withdrawal of claim. 
266.634 Reinstatement of the contract of in-

surance. 
266.636 Insuring new loans for defaulted 

projects. 
266.638 Issuance of HFA Debenture. 
266.640 Foreclosure and acquisition. 
266.642 Appraisals. 
266.644 Application for final claim settle-

ment. 
266.646 Determining the amount of loss. 
266.648 Items included in total loss. 
266.650 Items deducted from total loss. 
266.652 Determining share of loss. 
266.654 Final claim settlement and HFA De-

benture redemption. 
266.656 Recovery of costs after final claim 

settlement. 
266.658 Program monitoring and compli-

ance. 

AUTHORITY: 12 U.S.C. 1707; 42 U.S.C. 3535(d). 

SOURCE: 59 FR 62524, Dec. 5, 1994, unless 
otherwise noted. 

Subpart A—General Provisions 

§ 266.1 Purpose and scope. 
(a) Authority and scope. (1) Section 542 

of the Housing and Community Devel-
opment Act of 1992 directs the Sec-
retary of the Department of Housing 
and Urban Development, acting 
through the Federal Housing Adminis-
tration, to carry out programs that 
will demonstrate the effectiveness of 
providing new forms of Federal credit 
enhancement for multifamily loans. 
Section 542, entitled, ‘‘Multifamily 
Mortgage Credit Demonstrations,’’ pro-
vides new independent insurance au-
thority that is not under the National 
Housing Act. 

(2) Section 542(c) of the Housing and 
Community Development Act of 1992 
specifically directs the Secretary to 
carry out a pilot program of risk-shar-
ing with qualified State and local hous-
ing finance agencies (HFAs). The quali-
fied HFAs are authorized to underwrite 
and process loans. HUD will provide 

full mortgage insurance on affordable 
multifamily housing projects processed 
by such HFAs under this program. 
Through risk-sharing agreements with 
HUD, HFAs contract to reimburse HUD 
for a portion of the loss from any de-
faults that occur while HUD insurance 
is in force. 

(3) The extent to which HUD will di-
rect qualified HFAs regarding their un-
derwriting standards and loan terms 
and conditions is related to the propor-
tion of the risk taken by an HFA. 

(b) Purpose. The primary purpose of 
this pilot program is to test the effec-
tiveness of providing new forms of 
credit enhancement for multifamily 
loans, i.e., utilization of full insurance 
by HUD, pursuant to risk-sharing 
agreements with qualified housing fi-
nance agencies, for the development of 
affordable housing. The utilization of 
Federal credit enhancements should in-
crease access to capital markets and, 
thereby, increase the supply of afford-
able multifamily housing. By permit-
ting HFAs to underwrite, process, and 
service loans and to manage and dis-
pose of properties that fall into default, 
HUD expects affordable housing to be 
made available to eligible families and 
individuals in a timely manner. 

§ 266.5 Definitions. 

Act means the Housing and Commu-
nity Development Act of 1992, as 
amended. 

Affordable housing means a project in 
which 20 percent or more of the units 
are both rent-restricted and occupied 
by families whose income is 50 percent 
or less of the area median income as 
determined by HUD, with adjustments 
for household size, or in which 40 per-
cent (25 percent in New York City) or 
more of the units are both rent-re-
stricted and occupied by families 
whose income is 60 percent or less of 
the area median income as determined 
by HUD, with adjustments for house-
hold size. A residential unit is rent-re-
stricted if the gross rent with respect 
to such unit does not exceed 30 percent 
of the imputed income limitation ap-
plicable to such unit. 

Board and Care/Assisted Living Facility 
means a residential facility for inde-
pendent living that is regulated by 
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State or local government that pro-
vides continuous protective oversight 
and assistance with the activities of 
daily living to frail elderly persons or 
other persons needing such assistance. 
Continuous protective oversight may 
range from as little as awareness on 
the part of management staff of resi-
dents’ whereabouts (and the ability to 
intervene in the event of crisis) to a 
higher level of services and assistance. 
Assistance with the activities of daily 
living may include, but is not limited 
to, bathing, dressing, eating, getting in 
and out of bed or chairs, walking, going 
outdoors, using the toilet, laundry, 
home management, meal preparation, 
shopping, supervision of medication, 
and housework. 

Commissioner means the Federal 
Housing Commissioner or his or her au-
thorized representative. 

Contract of insurance means the 
agreement evidenced by the endorse-
ment of the Commissioner upon the 
credit instrument given in connection 
with an insured mortgage, incor-
porating by reference the regulations 
in this part and the applicable provi-
sions of the Act. 

Credit subsidy means the cost of a di-
rect loan or loan guarantee under the 
Federal Credit Reform Act of 1990 as 
defined in subpart B of title 13 of the 
Omnibus Budget Reconciliation Act of 
1990 (Pub.L. 101-508, approved Nov. 5, 
1990). 

Debenture means the instrument 
issued by the HFA to HUD upon pay-
ment of an insurance claim by HUD. 
The instrument must be in the stand-
ard form of a State or Municipal De-
benture issued under the Uniform Com-
mercial Code, where applicable, and 
must be supported by the full faith and 
credit of the HFA. The instrument 
must define the terms and conditions 
and the risk-sharing portion which the 
HFA will pay at the end of the term of 
the Debenture, and must be for the full 
amount of the claim payment. The 
term Debenture may include similar in-
struments, such as promissory notes 
and bonds, as mutually agreed upon by 
the Commissioner and the HFA. 

Designated offices means the HUD 
Field Offices that are assigned the re-
sponsibility for program monitoring, 
imposing or recommending sanctions 

for program violations, and conducting 
informal hearings. 

Firm approval letter means a letter 
issued by HUD to an HFA upon the 
positive completion of the HUD-re-
tained reviews described in § 266.210. 
The letter will apportion units to the 
project and provide that, so long as the 
HFA is in good standing and absent 
fraud or misrepresentation by the 
HFA, HUD will endorse the project 
mortgage for insurance upon presen-
tation by the HFA of the required Clos-
ing Docket and certifications required 
by this part and the Commissioner’s 
administrative requirements. 

Gross rent includes any utility allow-
ance (including charges for the occu-
pancy of a cooperative unit) deter-
mined by the Secretary after taking 
into account such determination under 
section 8 of the U.S. Housing Act of 
1937 (42 U.S.C. 1437f). It does not in-
clude any payment under section 8 or 
any comparable rental assistance pro-
gram (with respect to such unit or oc-
cupants thereof), nor does it include 
any fee for a supportive service that is 
paid to the owner of the unit (on the 
basis of the low-income status of the 
tenant of the unit) by any govern-
mental program of assistance (or by an 
organization described in section 
501(c)(3) of the Internal Revenue Code 
(26 U.S.C. 501(c)(3)) and exempt from 
tax under section 501(a) of the Code (26 
U.S.C. 501(a)) if such program (or orga-
nization) provides assistance for rent 
and the amount of assistance provided 
for rent is not separable from the 
amount of assistance provided for sup-
portive services. It also does not in-
clude any rental payment to the owner 
of the unit to the extent such owner 
pays an equivalent amount to the 
Farmers Home Administration under 
section 515 of the Housing Act of 1949 
(42 U.S.C. 1485). 

Housing finance agency or HFA means 
any public body, agency, or instrumen-
tality created by a specific act of a 
State legislature or local municipality 
empowered to finance activities de-
signed to provide housing and related 
facilities, through land acquisition, 
construction or rehabilitation. The 
term State includes the several States, 
Puerto Rico, the District of Columbia, 
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Guam, the Trust Territory of the Pa-
cific Islands, American Samoa and the 
Virgin Islands. 

Insured mortgage means a valid single 
first lien given to secure advances on, 
or the unpaid purchase price of, real es-
tate, under the laws of the State in 
which the real estate is located, to-
gether with the credit instrument, if 
any, secured thereby. Any other fi-
nancing permitting on property in-
sured under this part must be expressly 
subordinate to the insured mortgage. 

Level I participants means HFAs that 
elect to take 50 percent or more of the 
risk of loss in 10 percent increments on 
mortgages issued under this program. 

Level II participants means HFAs that 
elect to take 10 or 25 percent of the 
risk of loss on mortgages issued under 
this program, dependent on the loan- 
to-replacement cost or loan-to-value 
ratio of the project to be insured. 

Mortgage means such a single first 
lien upon the real estate as is com-
monly given to secure advances on, or 
the unpaid purchase price of, real es-
tate under the laws of the jurisdiction 
where the real estate is situated, to-
gether with the credit instruments, if 
any, secured thereby. 

Mortgagee means the original lender 
under a mortgage and its successors 
and assigns approved by the Commis-
sioner. 

Mortgagor means the original bor-
rower under a mortgage and its suc-
cessor and assigns. 

Multifamily housing means housing 
accommodations on the mortgaged 
property that are designed principally 
for residential use, conform to stand-
ards satisfactory to the Secretary, and 
consist of not less than 5 rental units 
(including cooperative units) on 1 site. 
These units may be detached, 
semidetached, row house, or multi-
family structures. 

Qualified HFA means an HFA that 
meets the requirements described in 
§ 266.100(a). 

Risk-Sharing Agreement means a con-
tract between an HFA and the Commis-
sioner that incorporates the terms, ob-
ligations, and conditions specified in 
this part. 

Secondary financing means any grant, 
loan, inferior lien, or other form of in-
debtedness used during loan origina-

tion prior to HUD endorsement to fi-
nance a multifamily property insured 
under this part which is inferior to the 
insured mortgage as defined above and 
does not have first priority for pay-
ment. 

Single Room Occupancy, or SRO, 
projects means multifamily projects 
consisting of units that are not re-
quired to contain food preparation or 
sanitary facilities for occupancy by 
single individuals capable of inde-
pendent living. 

Supportive services means any service 
provided under a planned program of 
services designed to enable residents of 
a residential rental property to remain 
independent and avoid placement in a 
hospital, nursing home, or inter-
mediate care facility for the mentally 
or physically handicapped. In the case 
of a single room occupancy unit, the 
term includes any service provided to 
assist tenants in locating and retaining 
permanent housing. This definition is 
to be used in conjunction with the 
‘‘gross rent’’ calculation. 

§ 266.10 Allocations of assistance and 
credit subsidy. 

(a) Notice of availability of assistance. 
HUD will announce the availability of 
assistance under this program through 
publication of a Notice in the FEDERAL 
REGISTER. Such Notice will invite 
qualified HFAs to submit an applica-
tion for approval and/or for additional 
units under this part. The Notice will 
indicate the deadline date for submis-
sion of applications, required docu-
mentation, the address to which the 
applications must be submitted and 
other relevant information. 

(b) Credit subsidy will be obligated 
and allocated in accordance with out-
standing Department instructions. 

§ 266.15 Risk-Sharing Agreement. 
Execution of a Risk-Sharing Agree-

ment is a prerequisite to participation 
in this program. The Risk-Sharing 
Agreement shall be in a form accept-
able to the Commissioner. 

[61 FR 7947, Feb. 29, 1996] 

§ 266.20 Effect of amendments. 
The Commissioner may amend the 

regulations in this part from time to 
time. Amendments to the regulations 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00535 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



526 

24 CFR Ch. II (4–1–19 Edition) § 266.25 

will not adversely affect the interest of 
a lender under a Contract of Insurance 
on any mortgage already insured or on 
any mortgage to be insured on which 
HUD has already issued its firm ap-
proval letter. 

§ 266.25 Limitation on HUD insurance 
liability. 

The Commissioner shall have no obli-
gation to recognize or deal with anyone 
other than the HFA in its role as mort-
gagee of record and as party to a risk- 
sharing agreement with HUD with re-
spect to the rights, benefits, and obli-
gations of the HFA under the contract 
of insurance. 

§ 266.30 Nonapplicability of 24 CFR 
part 246. 

The provisions of 24 CFR part 246 do 
not apply to projects that are security 
for mortgages insured under this part. 

Subpart B—Housing Finance 
Agency Requirements 

§ 266.100 Qualified housing finance 
agency (HFA). 

(a) Qualifications. To participate in 
the program, an HFA must apply and 
be specifically approved for the pilot 
program described in this part, in addi-
tion to being approved as a mortgagee 
under § 202.10. The HFA must maintain 
eligibility by continuing to comply 
with the requirements set forth in the 
Risk-Sharing Agreement and this part. 
To qualify for participation in the pro-
gram described in this part, an HFA 
must: 

(1) Carry the designation of ‘‘top 
tier’’ or its equivalent as evaluated by 
Standard and Poor’s or any other na-
tionally recognized rating Agency; or 

(2) Receive an overall rating of ‘‘A’’ 
for the HFA for its general obligation 
bonds from a nationally recognized rat-
ing agency; or 

(3) Otherwise demonstrate its capac-
ity as a sound and experienced HFA 
based on, but not limited to, experience 
in financing multifamily housing, fund 
balances, administrative capabilities, 
investment policy, internal controls, 
financial management, portfolio qual-
ity, and State or local support; and 

(4) Be a HUD-approved multifamily 
mortgagee in good standing; and 

(5) Have at least five years experi-
ence in multifamily underwriting; and 

(6) Certify that: 
(i) The Department of Justice has not 

brought a civil rights suit against the 
Agency, and no suit is pending; 

(ii) There has not been an adjudica-
tion of a civil rights violation in a civil 
action brought against the HFA by a 
private individual, unless the HFA is 
operating in compliance with a court 
order, or implementing a HUD-ap-
proved compliance agreement designed 
to correct the areas of noncompliance; 

(iii) There are no outstanding find-
ings of noncompliance with civil rights 
statutes, Executive Orders, or regula-
tions as a result of formal administra-
tive proceedings, or the Secretary has 
not issued a charge against the HFA 
under the Fair Housing Act, unless the 
HFA is operating under a compliance 
agreement designed to correct the 
areas of noncompliance. 

(b) Approval levels. Approval levels 
consist of the following: 

(1) Level I approval to originate, 
service, and dispose of multifamily 
mortgages where the HFA uses its own 
underwriting standards and loan terms 
and conditions, and assumes 50 to 90 
percent of the risk of loss (increments 
of 10 percent). 

(2) Level II approval to originate, 
service, and dispose of multifamily 
mortgages where the HFA uses under-
writing standards and loan terms and 
conditions approved by HUD, and: 

(i) When the loan-to-replacement 
cost ratio for new construction and 
substantial rehabilitation projects or 
the loan-to-value ratio for existing 
projects is greater than or equal to 75 
percent, the HFA shall assume 25 per-
cent of the risk of loss. 

(ii) When the loan-to-replacement 
cost ratio for new construction and 
substantial rehabilitation or the loan- 
to-value ratio for existing projects is 
less than 75 percent, the HFA shall as-
sume 10 percent, or 25 percent at the 
HFA’s option, of the risk of loss. 

(3) For HFAs who plan to use Level I 
and Level II processing, the under-
writing standards and loan terms and 
conditions to be used on Level II loans 
must be approved by HUD. 

[59 FR 62524, Dec. 5, 1994, as amended at 62 
FR 20088, Apr. 24, 1997] 
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§ 266.105 Application requirements. 
(a) Applications for approval as a HUD- 

approved multifamily mortgagee. HFAs 
that are not HUD-approved mortgagees 
at the time of their application to par-
ticipate in the program under this part 
must submit, concurrently, separate 
applications for approval to participate 
in the program and for approval to op-
erate as a HUD-approved mortgagee. 
Application for approval as a HUD-ap-
proved mortgagee must be submitted 
to HUD in accordance with the applica-
ble HUD requirements. 

(b) Applications for participation in 
program. Applications from HFAs for 
approval to participate in the program 
under this part will be submitted in re-
sponse to a notice published in the 
FEDERAL REGISTER. The notice will in-
clude the required application exhibits 
and any other information or docu-
mentation necessary for approval for 
participation in the Risk-Sharing Pro-
gram. 

[61 FR 7947, Feb. 29, 1996] 

§ 266.110 Reserve requirements. 
(a) HFAs with top-tier designation or 

overall rating of ‘‘A’’ on general obliga-
tion bonds. An HFA with a top tier or 
equivalent designation or an HFA with 
an overall rating of ‘‘A’’ on its general 
obligation bonds is not required to 
have additional reserves so long as the 
HFA maintains that designation or 
rating, unless the Commissioner deter-
mines that a prescribed level of re-
serves is necessary. If the designation 
or rating is lost, the HFA must imme-
diately establish a reserve account 
funded in accordance with the require-
ments set forth in paragraph (b) of this 
section. The reserve account must re-
flect all loans in the HFA’s portfolio 
endorsed under this part. 

(b) Other HFAs. (1) For other HFAs, a 
specifically identified dedicated ac-
count consisting entirely of liquid as-
sets (i.e., cash or cash equivalents or 
readily marketable securities) must be 
established and maintained in a finan-
cial institution acceptable to HUD. 
This account may be drawn upon by 
HUD and may be used by the HFA only 
with the prior written approval of HUD 
for the purpose of meeting the HFA’s 
risk-sharing obligations under this 

part. The account must be established 
prior to the execution of any Risk 
Sharing Agreement under this part in 
an initial amount of not less than 
$500,000. Thereafter, the HFA must de-
posit at each loan closing and there-
after maintain the following additional 
amounts in the dedicated account: 

(i) $10.00 per $1,000 of the unpaid prin-
cipal balance that is equal to or less 
than $50 million; plus 

(ii) $7.50 per $1,000 of the unpaid prin-
cipal balance that is greater than $50 
million and less than $150 million; plus 

(iii) $5.00 per $1,000 of the unpaid 
principal balance that is greater than 
$150 million. 

(2) The Commissioner may determine 
that higher levels of reserves may be 
necessary. 

§ 266.115 Program monitoring and 
evaluation. 

(a) HFA certifications. HUD will rely 
heavily on the certifications required 
of an HFA under this part and such ad-
ditional certifications as the Commis-
sioner may require in his or her admin-
istrative procedures. An HFA’s contin-
ued participation in the program is 
predicated upon compliance with these 
certifications and its recommending 
for endorsement only those mortgages 
that comply with requirements of the 
program, including the HFA’s origina-
tion, underwriting and closing proce-
dures incorporated by reference into 
the Risk-Sharing Agreement. 

(b) Monitoring and evaluation. Moni-
toring and evaluation activities will 
focus on compliance with program re-
quirements and performance of the 
HFA in meeting program objectives of 
providing affordable housing. They will 
enable HUD to evaluate the effective-
ness of the program as required by sec-
tion 542(d)(3) of the Act. 

(c) Responsibility for monitoring and 
evaluation. The Commissioner or his or 
her designee will be responsible for 
overall program monitoring and eval-
uation. 

(d) HFA submissions. (1) For each loan 
insured under this part, basic under-
writing and closing information must 
be submitted in a format specified by 
HUD and must accompany the closing 
docket submitted in accordance with 
§ 266.420(b). Information relative to 
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project management and servicing (in-
cluding disposition) will be required 
after endorsement. 

(2) The HFA must submit semi-an-
nual reports setting forth the original 
mortgage amounts and outstanding 
principal balances on mortgages the 
HFA has underwritten, and the status 
of all projects insured under this part 
(e.g., current, in default, acquired, 
under workout agreement, in bank-
ruptcy). For projects where the mort-
gagor has declared bankruptcy, the 
HFA must submit information con-
taining the date the bankruptcy was 
filed and the date the HFA requested 
the Court to dismiss the bankruptcy 
proceedings. 

§ 266.120 Actions for which sanctions 
may be imposed. 

Results of monitoring or other re-
views may serve as the basis for the 
Commissioner’s imposing sanctions on 
the HFA. Violations for which sanc-
tions may be imposed include, but are 
not limited to: 

(a) Commission of fraud or making a 
material misrepresentation by the 
HFA with respect to any mortgage in-
sured or to any other matter under this 
part. 

(b) Assignment or transfer of interest 
in any insured mortgage not in accord 
with the requirements of this part. 

(c) Engagement in business practices 
that do not conform to generally ac-
cepted practices of prudent lenders or 
that demonstrate irresponsibility. 

(d) Actions or conduct for which 
sanctions may be imposed against the 
HFA by HUD’s Mortgagee Review 
Board under 24 CFR 25.9. 

(e) Failure to: 
(1) Reveal in its application for par-

ticipation in the program all the infor-
mation required by this part; 

(2) Notify HUD in a timely manner of 
any pending or actual changes that 
would adversely affect HFA operations 
or financial status; 

(3) Comply with all eligibility re-
quirements for participation in the 
program; 

(4) Issue debentures in the event of 
an initial claim payment by HUD, or to 
reimburse HUD for payment of a claim; 

(5) Maintain its top tier designation 
or overall rating of ‘‘A’’ on general ob-

ligation bonds (or if such designation 
or rating is lost, comply with para-
graph (e)(6) of this section); 

(6) Establish and maintain a dedi-
cated account, if required, or meet 
other financial obligations under this 
program; 

(7) Perform underwriting, insurance 
of advances, cost certification, man-
agement, servicing or property disposi-
tion functions in a prudent and accept-
able manner based on the standards in-
corporated by reference into the Risk- 
sharing Agreement; 

(8) Submit financial and other re-
ports required by this part; 

(9) Comply with any regulatory re-
quirement or with the Risk-Sharing 
Agreement; 

(10) Maintain any other standards 
HUD may establish for participation in 
this program; 

(11) Enforce the regulatory agree-
ment provisions with respect to indi-
vidual projects; 

(12) Maintain a default ratio accept-
able to HUD relative to the HFA’s own 
portfolio and the defaults experienced 
under this part by other program par-
ticipants; 

(13) Consider adequately special risk 
circumstances without compensating 
for the higher risks of such trans-
actions (e.g., high loan-to-value ratios 
in areas with high vacancy or default 
rates); or 

(14) Remit mortgage insurance pre-
miums on a timely basis or failure to 
refund or credit mortgagor’s accounts 
with overpaid mortgage insurance pre-
miums. 

§ 266.125 Scope and nature of sanc-
tions. 

(a) Actions by Designated Office. De-
pending on the nature and extent of 
the noncompliance with the require-
ments of this part, the Designated Of-
fice may take any of the following ac-
tions: 

(1) Require that the HFA execute a 
trust agreement, establish a trust ac-
count in accordance with such agree-
ment, and fund such account which 
may be drawn upon by HUD for pur-
poses of meeting the HFA’s risk-shar-
ing obligations; 
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(2) Require the HFA to assume a 
higher portion of risk for the subject 
and future mortgages; 

(3) Recommend to the Commissioner 
that the HFA be required to contract 
its loan servicing or property disposi-
tion functions to a third party; 

(4) Recommend to the Commissioner 
that the mortgage insurance be termi-
nated in cases of fraud or material mis-
representation by the HFA, or transfer 
of interest in an insured mortgage or 
assignment of the mortgage not in ac-
cord with the requirements of this 
part; 

(5) Recommend to the Commissioner 
that approval for the HFA to partici-
pate in the program be suspended or 
withdrawn; 

(6) Recommend to the Commissioner 
that the HFA’s mortgagee approval be 
withdrawn pursuant to 24 CFR part 25 
and/or that penalties be imposed pursu-
ant to 24 CFR part 30; 

(7) Require additional financial or 
other reports as may be necessary to 
monitor the activities of the HFA more 
closely. 

(b) Actions by Headquarters. HUD 
Headquarters may impose any of the 
sanctions set forth or recommended in 
paragraph (a) of this section based 
upon its responsibilities for monitoring 
and overall program oversight. 

(c) Effect of suspension or withdrawal. 
A suspension or withdrawal action will 
not affect any mortgage insurance en-
dorsement in effect on the date of the 
suspension or withdrawal action. 

(d) HFA right to informal hearing. (1) 
Any sanction imposed by a Designated 
Office in writing will be immediately 
effective, will state the grounds for the 
action, and provide for the HFA’s right 
to an informal hearing before the Des-
ignated Office Representative or his or 
her designee in the Designated Office. 
The HFA may request an informal 
hearing within 10 working days of re-
ceipt of the suspension or withdrawal 
action and the Designated Office shall 
give the HFA an opportunity to be 
heard within 10 working days of receipt 
of the HFA’s request. The HFA may be 
represented by counsel. The Designated 
Office Representative, or his or her des-
ignee, will advise the HFA in writing of 
the decision within 10 working days of 

the informal hearing, which decision 
will constitute final HUD action. 

(2) Sanctions imposed by Head-
quarters will be handled in a similar 
manner, except that the informal hear-
ing shall be before the Commissioner 
or his or her designee. 

§ 266.130 Reinsurance. 
Reinsurance will be permitted for the 

portion of the HFA risk, subject to the 
following requirements: 

(a) Neither HUD’s nor the HFA’s po-
sition shall be subordinated; 

(b) The reinsurance may not be used 
to reduce any reserve or fund balance 
requirements; and 

(c) Such reinsurance does not incur 
an obligation to the Federal Govern-
ment. 

Subpart C—Program 
Requirements 

§ 266.200 Eligible projects. 
(a) Minimum project size. Projects in-

sured under this part must consist of 
five or more rental dwelling units (in-
cluding cooperative dwelling units) on 
one site. The site may consist of two or 
more non-contiguous parcels of land 
situated so as to comprise a readily 
marketable real estate entity within 
an area small enough to allow conven-
ient and efficient management. The 
units may be detached, semi-detached, 
row houses, multifamily structures, or 
mobile home parks (exclusive of the 
mobile homes). 

(b) New construction or substantial re-
habilitation. Insurance under this part 
shall be for the purpose of financing 
the new construction or substantial re-
habilitation of projects meeting the 
other requirements of this part as fol-
lows: 

(1) New construction occurs when all 
project and construction elements are 
installed as part of the work. 

(2) Substantial rehabilitation is any 
combination of the following work to 
the existing facilities of a project that 
aggregates to at least 15 percent of 
project’s value after the rehabilitation 
and that results in material improve-
ment of the project’s economic life, 
liveability, marketability, and profit-
ability: Replacement, alteration and/or 
modernization of building spaces, long- 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00539 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



530 

24 CFR Ch. II (4–1–19 Edition) § 266.205 

lived building or mechanical system 
components, or project facilities. Sub-
stantial rehabilitation may include but 
not consist solely of any combination 
of: minor repairs, replacement of short- 
lived building or mechanical system 
components, cosmetic work, or new 
project additions. 

(c) Existing projects. Financing of ex-
isting properties without substantial 
rehabilitation is allowed. 

(1) If an existing multifamily project 
is being acquired and HUD insurance 
under this part will be used to facili-
tate the acquisition of projects to in-
crease the supply of affordable housing, 
such acquisitions are permissible if the 
HUD insured mortgage does not exceed 
the sum of the total cost of acquisi-
tion, cost of financing, cost of repairs, 
and reasonable transaction costs as de-
termined by the Commissioner. 

(2) If the property is subject to an 
HFA-financed loan to be refinanced and 
such refinancing will result in the pres-
ervation of affordable housing, refi-
nancing of these properties is permis-
sible if project occupancy is not less 
than 93 percent (to include consider-
ation of rent in arrears), based on the 
average occupancy in the project over 
the most recent 12 months, and the 
mortgage does not exceed an amount 
supportable by the lower of the unit 
rents being collected under the rental 
assistance agreement or the unit rents 
being collected at unassisted projects 
in the market area that are similar in 
amenities and location to the project 
for which insurance is being requested. 
The HUD-insured mortgage may not 
exceed the sum of the existing indebt-
edness, cost of refinancing, the cost of 
repairs and reasonable transaction 
costs as determined by the Commis-
sioner. If a loan to be refinanced has 
been in default within the 12 months 
prior to application for refinancing, the 
HFA must assume not less than 50 per-
cent of the risk. 

(d) Projects receiving Section 8 rental 
subsidies or other rental subsidies. 
Projects receiving project-based hous-
ing assistance payments under section 
8 of the U.S. Housing Act of 1937 or 
other rental subsidies and meeting the 
requirements of this part may be in-
sured under this part only if the mort-
gage does not exceed an amount sup-

portable by the lower of the unit rents 
being or to be collected under the rent-
al assistance agreement or the unit 
rents being collected at unassisted 
projects in the market that are similar 
in amenities and location to the 
project for which insurance is being re-
quested. 

(e) SRO projects. Single room occu-
pancy (SRO) projects, as defined in 
§ 266.5, are eligible for insurance under 
this part. Units in SRO projects must 
be subject to 30-day or longer leases; 
however, rent payments may be made 
on a weekly basis in SRO projects. 

(f) Board and care/assisted living facili-
ties. Board and care projects and as-
sisted living facilities may be insured 
if the facilities meet the definition of 
those terms in § 266.5. 

(g) Elderly projects. Projects or parts 
of projects specifically designed for the 
use and occupancy by elderly families. 
An elderly family means any household 
where the head or spouse is 62 years of 
age or older, and also any single person 
who is 62 years of age or older. 

(h) Zoning requirements. Projects in-
sured under this part must meet appli-
cable zoning and other State/local gov-
ernment requirements. 

§ 266.205 Ineligible projects. 
The following projects and facilities 

are not eligible for insurance under 
this part: 

(a) Transient housing or hotels. Rental 
for transient or hotel purposes. For 
purposes of this part, rental for tran-
sient or hotel purposes means: 

(1) Rental for any period less than 30 
days, or 

(2) Any rental, if the occupants of the 
housing accommodations are provided 
customary hotel services such as room 
service for food and beverages, maid 
service, furnishing and laundering of 
linens, or valet service. 

(b) Projects in military impact areas. A 
project located in a military impact 
area, as determined by HUD. A mili-
tary impact area is generally a small 
or medium size metropolitan housing 
market area or a remote or isolated 
nonmetropolitan area where: 

(1) Military-connected households 
comprise 25 percent or more of the 
total households in the market area. 
Military-connected households include 
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active duty military personnel, civilian 
employees of the military service (De-
partment of Defense) or other Federal 
agency at or in support of the installa-
tion, and employees of contractors and 
sub-contractors directly associated 
with the military installation, and 
their dependents. Unaccompanied ac-
tive duty military personnel housed in 
military-controlled group quarters 
housing (barracks, BOQ’s) are excluded; 
and 

(2) There is concern about the contin-
ued stability of the current level of 
military strength and mission at the 
installation based on public announce-
ments from the Department of Defense 
or the military service of impending 
changes; and 

(3) The complete reduction of mili-
tary-connected households living in 
nonmilitary rental housing over a 5 
year period, at an annual average de-
cline of 20 percent, would, taking into 
account growth in the civilian econ-
omy and normal changes in the hous-
ing inventory, cause an adverse impact 
on the private rental market resulting 
in an increase in the rental vacancy 
rate in the housing market of 10 per-
cent or more at the end of that period. 

(c) Retirement service centers. Projects 
designed for the elderly with extensive 
services and luxury accommodations 
that provide for central kitchens and 
dining rooms with food service or man-
datory services. 

(d) Nursing homes or intermediate care 
facilities. Nursing homes and inter-
mediate care facilities licensed and 
regulated by State or local government 
and providing nursing and medical 
care. 

§ 266.210 HUD-retained review func-
tions. 

Certain functions are retained by the 
Commissioner. The HFA must submit 
any information or certification re-
quired by the Commissioner to permit 
determination of compliance with re-
quirements concerning: 

(a) Previous participation of principals. 
Previous participation of the principals 
of the mortgagor, general contractor, 
consultant or management agent in ac-
cordance with the Previous Participa-
tion and Clearance Review Procedures 
of 24 CFR 200.210 through 200.218. 

(b) Environmental review requirements. 
To determine compliance with the re-
quirements of the National Environ-
mental Policy Act of 1969 and related 
laws and authorities, the HUD Field 
Office (or other responsible entity 
through such delegation as may be in 
effect by regulation hereafter) will 
visit each project site proposed for in-
surance under this part and prepare the 
applicable environmental reviews as 
set forth in 24 CFR part 50 (or as set 
forth in 24 CFR part 58 for the other re-
sponsible entity). These requirements 
must be completed before HUD may 
issue the firm approval letter. 

(c) Intergovernmental review. Intergov-
ernmental review of Federal programs 
under Executive Order 12372, as imple-
mented in 24 CFR part 52. 

(d) Subsidy layering. The Commis-
sioner, or Housing Credit Agencies 
through such delegation as may be in 
effect by regulation hereafter, shall re-
view all projects receiving tax credits 
and some form of HUD assistance for 
any excess subsidy provided to indi-
vidual projects and reduce subsidy 
sources in accordance with outstanding 
guidelines. 

(e) Davis-Bacon Act. The Commis-
sioner shall obtain and provide to the 
HFA the appropriate Department of 
Labor wage rate determinations under 
the Davis-Bacon Act, where they apply 
under this part. 

[59 FR 62524, Dec. 5, 1994, as amended at 60 
FR 16573, Mar. 31, 1995] 

§ 266.215 Functions delegated by HUD 
to HFAs. 

The following functions are delegated 
by HUD to the HFAs: 

(a) Affirmative Fair Housing Marketing 
Plan (AFHMP). The HFA will perform 
information collection, reviews and 
ministerial activities associated with 
the review and approval of the AFHMP 
for all projects. (Enforcement of fair 
housing and equal opportunity laws is 
the responsibility of HUD.) 

(b) Labor standards and prevailing 
wage requirements. The HFA will per-
form information collection (e.g., pay-
roll review and routine interviews) and 
other routine administration and en-
forcement functions regarding labor 
standards, in accordance with 
§ 266.225(e). (Enforcement of Davis- 
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Bacon prevailing wage requirements 
and labor standards is the responsi-
bility of HUD.) 

(c) Insurance of advances. In cases in-
volving insured advances, the HFA will 
approve periodic advances of mortgage 
insurance proceeds during construction 
of the project subject to terms speci-
fied by the Commissioner. 

(d) Cost certification. The HFA will 
perform cost certification functions on 
each insured loan subject to terms 
specified by the Commissioner. 

(e) Lead-Based Paint. The HFA will 
perform functions related to Lead- 
Based Paint requirements subject to 
terms specified by the Commissioner. 

§ 266.220 Nondiscrimination in hous-
ing and employment. 

The mortgagor must certify to the 
HFA that, so long as the mortgage is 
insured under this part, it will: 

(a) Not use tenant selection proce-
dures that discriminate against fami-
lies with children, except in the case of 
a project that constitutes ‘‘housing for 
older persons’’ as defined in section 
807(b)(2) of the Fair Housing Act (42 
U.S.C. 3607(b)(2)); 

(b) Not discriminate against any fam-
ily because of the sex of the head of 
household; 

(c) Comply with the Fair Housing Act 
(42 U.S.C. 3601-3619), as implemented by 
24 CFR part 100; titles II and III of the 
Americans with Disabilities Act of 1990 
(42 U.S.C. 12101-12213), as implemented 
by 28 CFR part 35; section 3 of the 
Housing and Urban Development Act of 
1968 (12 U.S.C. 1701u), as implemented 
by 24 CFR part 135; the Equal Credit 
Opportunity Act (15 U.S C. 1691-1691f), 
as implemented by 12 CFR part 202; Ex-
ecutive Order 11063, as amended by Ex-
ecutive Order 12259 (3 CFR 1958-1963 
Comp., p. 652 and 3 CFR 1980 Comp., p. 
307), and implemented by 24 CFR part 
107; Executive Order 11246 (3 CFR 1964- 
1965 Comp., p. 339), as implemented by 
41 CFR part 60; other applicable Fed-
eral laws and regulations issued pursu-
ant to these authorities; and applicable 
State and local fair housing and equal 
opportunity laws. In addition, a mort-
gagor that receives Federal financial 
assistance must also certify to the 
HFA that, so long as the mortgage is 
insured under this part, it will comply 

with title VI of the Civil Rights Act of 
1964 (42 U.S.C. 2000d), as implemented 
by 24 CFR part 1; the Age Discrimina-
tion Act of 1975 (42 U.S.C. 6101-6107), as 
implemented by 24 CFR part 146; and 
section 504 of the Rehabilitation Act of 
1973 (29 U.S.C. 794), as implemented by 
24 CFR part 8. 

§ 266.225 Labor standards. 
(a) Applicability of Davis-Bacon. (1) All 

laborers and mechanics employed by 
contractors or subcontractors on a 
project insured under this part shall be 
paid not less than the wages prevailing 
in the locality in which the work was 
performed for the corresponding classes 
of laborers and mechanics employed in 
construction of a similar character, as 
determined by the Secretary of Labor 
in accordance with the Davis-Bacon 
Act, as amended (40 U.S.C. 276a-276a-5), 
where the project meets all of the fol-
lowing conditions: 

(i) Advances for the project are in-
sured under this part; 

(ii) The project involves new con-
struction or substantial rehabilitation; 
and 

(iii) The project will contain 12 or 
more dwelling units. 

(2) Projects that do not meet these 
conditions are not subject to Davis- 
Bacon wage rates except to the extent 
required as a condition of other Fed-
eral assistance to the project. 

(b) Volunteers. The provisions of this 
section shall not apply to volunteers 
under the conditions set out in 24 CFR 
part 70. In applying part 70, insurance 
under this part shall be treated as a 
program for which there is a statutory 
exemption for volunteers. 

(c) Labor standards. Any contract, 
subcontract, or building loan agree-
ment executed for a project subject to 
Davis-Bacon wage rates under para-
graph (a) of this section shall comply 
with all labor standards and provisions 
of 29 CFR parts 1, 3 and 5 that would be 
applicable to a mortgage insurance 
program to which Davis-Bacon wage 
rates are made applicable by statute. 

(d) Advances. (1) No advance under a 
mortgage on a project subject to Davis- 
Bacon wage rates under paragraph (a) 
of this section shall be eligible for in-
surance under this part unless the HFA 
determines (in accordance with the 
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Commissioner’s administrative proce-
dures) that the general contractor or 
any subcontractor or any firm, cor-
poration, partnership or association in 
which the contractor or subcontractor 
has a substantial interest was not, on 
the date the contract or subcontract 
was executed, on the ineligible list es-
tablished by the Comptroller General, 
pursuant 29 CFR 5.12, issued by the 
Secretary of Labor. 

(2) No advance under any mortgage 
on a project subject to Davis-Bacon 
wage rates under paragraph (a) of this 
section shall be insured under this part 
unless there is filed with the applica-
tion for the advance, and no such mort-
gage shall be insured under this part 
unless there is filed with the HFA after 
completion of the construction or sub-
stantial rehabilitation, a certificate or 
certificates in the form required by the 
Commissioner, supported by such other 
information as the Commissioner may 
prescribe, certifying that the laborers 
and mechanics employed in the con-
struction of the project involved have 
been paid not less than the wages de-
termined by the Secretary of Labor to 
be prevailing in accordance with para-
graph (a) of this section. 

(e) Responsibility for enforcement and 
administration. The Commissioner re-
tains responsibility for enforcement of 
labor standards under this section, but 
the Commissioner may delegate to the 
HFA information collection (e.g., pay-
roll review and routine interviews) and 
other routine administration and en-
forcement functions, subject to moni-
toring by the Commissioner. Where 
routine administration and enforce-
ment functions are delegated to the 
HFA, the HFA shall bear financial re-
sponsibility for any deficiency in pay-
ment of prevailing wages or, where ap-
plicable under 29 CFR part 1, any in-
crease in compensation to a con-
tractor, that is attributable to any 
failure properly to carry out its dele-
gated functions. For example, failure 
of an HFA to supply or ensure inclu-
sion of the proper contract clauses or 
wage determination in a contract or 
building loan agreement may require 
the HFA to fund increased compensa-
tion to a contractor as the result of in-
creased wages attributable to incorpo-

ration of the proper clauses and wage 
determination. 

Subpart D—Processing, 
Development, and Approval 

§ 266.300 HFAs accepting 50 percent or 
more of risk. 

(a) Underwriting standards. An HFA 
electing to take 50 percent or more of 
the risk on loans may use its own un-
derwriting standards and loan terms 
and conditions (as disclosed and sub-
mitted with its application) to under-
write and approve loans without fur-
ther review by HUD. 

(b) HFA responsibilities. The HFA is 
responsible for the performance of all 
functions except those HUD-retained 
functions specified in §§ 266.210 and 
266.225(e). After acceptance of an appli-
cation for a loan to be insured under 
this part, the HFA must: 

(1) Determine that a market for the 
project exists, taking into consider-
ation any comments from the HUD 
Field Office relative to the potential 
adverse impact the project will have on 
existing or proposed Federally insured 
and assisted projects in the area. 

(2) Establish the maximum insurable 
mortgage and review plans and speci-
fications for compliance with HFA 
standards; 

(3) Determine the acceptability of 
the proposed mortgagor and manage-
ment agent; 

(4) Approve the Affirmative Fair 
Housing Marketing Plan; and 

(5) Make any other determinations 
necessary to ensure acceptability of 
the proposed project. 

(c) HUD-retained reviews. After posi-
tive completion of the HUD-retained 
reviews specified in § 266.210(a), (b), and 
(c), the HUD Field Office will issue a 
firm approval letter. 

(d) Inspections and other reviews. The 
HFA is responsible for inspections dur-
ing construction, processing and ap-
proving advances of mortgage proceeds 
during construction, review and ap-
proval of cost certification, and closing 
of the loan. 

(e) Endorsement of mortgage note for 
insurance. So long as the HFA is in 
good standing, and absent fraud or ma-
terial misrepresentation on the part of 
the HFA, the Commissioner or designee 
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will endorse the mortgage note for in-
surance upon presentation by the HFA 
of the Closing Docket and certifi-
cations required in § 266.420(b), subject 
to HUD’s right to adjust under § 266.417. 

§ 266.305 HFAs accepting less than 50 
percent of risk. 

(a) Underwriting standards. The under-
writing standards and loan terms and 
conditions of any HFA electing to take 
less than 50 percent of the risk on cer-
tain projects are subject to review, 
modification, and approval by HUD in 
accordance with § 266.100(b)(2). These 
HFAs may assume 25 percent or 10 per-
cent of the risk depending upon the 
loan-to-replacement-cost or loan-to- 
value ratios of the projects to be in-
sured as specified in § 266.100(b)(2)(i) 
and (ii). 

(b) HFA responsibilities. The HFA is 
responsible for the performance of all 
functions except those HUD-retained 
functions specified in § 266.210 and 
266.225(e). After acceptance of an appli-
cation for a loan to be insured under 
this part, the HFA must: 

(1) Determine that a market for the 
project exists, taking into consider-
ation any comments from the HUD 
Field Office relative to the potential 
adverse impact the project will have on 
existing or proposed Federally insured 
and assisted projects in the area; 

(2) Establish the maximum insurable 
mortgage, and review plans and speci-
fications for compliance with HFA 
standards as approved by HUD; 

(3) Determine the acceptability of 
the proposed mortgagor and manage-
ment agent; 

(4) Approve the Affirmative Fair 
Housing Marketing Plan; and 

(5) Make any other determinations 
necessary to ensure acceptability of 
the proposed project. 

(c) HUD-retained reviews. After posi-
tive completion of the HUD-retained 
reviews specified in § 266.210 (a), (b), and 
(c), the HUD Field Office will issue a 
firm approval letter which, among 
other things, will apportion units and 
obligate credit subsidy to the project. 

(d) Inspections and other reviews. The 
HFA is responsible for inspections dur-
ing construction, processing and ap-
proving advances of mortgage proceeds 
during construction, review and ap-

proval of cost certification, and closing 
of the loan. 

(e) Endorsement of mortgage note for 
insurance. So long as the HFA is in 
good standing, and absent fraud or ma-
terial misrepresentation on the part of 
the HFA, the Commissioner or designee 
will endorse the mortgage note for in-
surance upon presentation by the HFA 
of the Closing Docket and certifi-
cations required in § 266.420(b), subject 
to HUD’s right to adjust under § 266.417. 

§ 266.310 Insurance of advances or in-
surance upon completion; applica-
bility of requirements. 

(a) General. HUD will agree to insure 
periodic advances of mortgage proceeds 
or to insure the entire mortgage upon 
completion of construction for projects 
involving new construction or substan-
tial rehabilitation. Existing projects 
without the need for substantial reha-
bilitation will be considered insurance 
upon completion cases. In insurance 
upon completion cases, only the perma-
nent loan is insured and a single en-
dorsement is required after satisfac-
tory completion of construction, sub-
stantial rehabilitation or repairs. In 
periodic advances cases, progress pay-
ments approved by the HFA and both 
an initial and final endorsement on the 
mortgage are required. 

(b) Insurance of advances. Periodic ad-
vances will be authorized by the HFA 
subject to terms specified by the Com-
missioner. 

(c) Insurance upon completion—(1) New 
construction and substantial rehabilita-
tion. An HFA may approve a loan that 
will be insured upon completion of con-
struction of the project. The HFA ap-
proval must prescribe a designated pe-
riod during which the mortgagor must 
start construction or substantial reha-
bilitation. If construction or rehabili-
tation is started as required, the ap-
proval will be valid for the period esti-
mated by the HFA for construction and 
loan closing, including any extension 
approved by the HFA. 

(2) Existing projects with no substantial 
rehabilitation. Existing projects with or 
without repairs are only insured upon 
completion, although HFAs may per-
mit noncritical repairs to be completed 
after endorsement upon establishment 
of escrows acceptable to the HFA. 
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(d) Requirements applicable to both 
periodic advances and insurance upon 
completion cases—(1) Inspections. The 
HFA must inspect projects under this 
part at such times during construction, 
substantial rehabilitation, or repairs as 
the HFA determines. The inspections 
must be conducted to assure compli-
ance with plans and specifications, 
work write-ups, and other contract 
documents. 

(2) Approval of advances. At all times, 
the loan must be kept in balance, and 
advances approved only if warranted by 
construction progress evidenced 
through HFA inspection, as well as in 
accord with plans, specifications, work 
write-ups and other contract docu-
ments. In approving advances, HFAs 
must make certain that other 
mortgageable items are supported with 
proper bills and/or receipts before funds 
can be approved and advanced for in-
surance. 

(3) Cost certification. In order to en-
sure that the final amount for insur-
ance is supported by certified costs: 

(i) The mortgagor (and general con-
tractor, if there is an identity of inter-
est with the mortgagor) must execute a 
certificate of actual costs, in a form 
acceptable to the HFA, when all phys-
ical improvements are completed to 
the satisfaction of the HFA and before 
final endorsement; and 

(ii) The cost certification provided by 
the mortgagor must be audited by an 
independent public accountant. 

(4) Contestability. Although the HFA 
has authority to approve the mortga-
gor’s (and general contractor’s) certifi-
cation of cost, the certification will be 
contestable by the Commissioner dur-
ing the period up to and including final 
endorsement of the mortgage. After 
final endorsement, the certification 
will be final and incontestable except 
for fraud or material misrepresenta-
tion on the part of the mortgagor (and/ 
or general contractor). 

(5) Assurance of completion. The mort-
gagor must furnish assurance of com-
pletion of the project in accordance 
with any requirements of the HFA as 
to form and amount. 

(6) Latent defects escrow. The mort-
gagor must furnish an escrow or other 
form of assurance required by the HFA 
to ensure that latent defects can be 

remedied within the time period re-
quired by the HFA. 

(e) Mortgagee of record. The HFA must 
remain the mortgagee of record as long 
as mortgage insurance is in force. 

§ 266.315 Recordkeeping requirements. 

The mortgagor and the builder, if 
there is an identity of interest with the 
mortgagor, shall keep and maintain 
records of all costs of any construction 
or other cost items not representing 
work under the general contract and to 
make available such records for review 
by the HFA or HUD, if requested. 

Subpart E—Mortgage and Closing 
Requirements; HUD Endorsement 

§ 266.400 Property requirements—real 
estate. 

The mortgage must be on real estate 
held: 

(a) In fee simple; 
(b) Under a renewable lease of not 

less than 99 years; or 
(c) Under a lease executed by a gov-

ernmental agency, or other lessor ap-
proved by the HFA, that has a term at 
least 10 years beyond the end of the 
mortgage term. 

§ 266.402 Recordation. 

At the time of initial endorsement in 
the case of insurance of advances or at 
the time of final endorsement in the 
case of insurance upon completion, the 
HFA shall make certain that the mort-
gage and the regulatory agreement are 
recorded. 

§ 266.405 Title. 

(a) Eligibility of title. Marketable title 
to the mortgaged property must be 
vested in the mortgagor on the date 
the mortgage is filed for record. 

(b) Title evidence. The HFA must re-
ceive a title insurance policy that en-
sures that marketable title is vested in 
the mortgagor, that a survey accept-
able to the HFA has been performed, 
and that no existing impediments to 
title concern, or exist on, the property. 

§ 266.410 Mortgage provisions. 

(a) Form. The mortgage and note 
must be executed on a form approved 
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by the HFA for use in the jurisdiction 
in which the property is located. 

(b) Mortgagor. The mortgage must be 
executed by a mortgagor determined 
eligible by the HFA. 

(c) First lien. The mortgage must be a 
single first lien on property that has 
first priority for payment and that 
conforms with property standards pre-
scribed by the HFA. 

(d) Single asset mortgagor. The mort-
gage must require that the mortgagor 
is a single asset mortgagor. 

(e) Amortization. The mortgage must 
provide for complete amortization (i.e., 
regularly amortizing) over the term of 
the mortgage. 

(f) Use restrictions. The mortgage 
must contain a covenant prohibiting 
the use of the property for any purpose 
other than the purpose intended on the 
day the mortgage was executed. The 
conversion of a project from rental to 
cooperative is not a ‘‘change in use’’ as 
that term is employed in the mortgage 
since the property will continue to 
have a residential use both before and 
after conversion. 

(g) Hazard insurance. The mortgage 
must contain a covenant, acceptable to 
the HFA, that binds the mortgagor to 
keep the property insured by one or 
more standard policies for fire and 
other hazards stipulated by the HFA. A 
standard mortgagee clause making loss 
payable to the HFA must be included 
in the mortgage. The HFA is respon-
sible for assuring that insurance is 
maintained in force and in the amount 
required by this paragraph and the 
mortgage. The HFA must ensure that 
the insurance coverage is in an amount 
that will comply with the coinsurance 
clause applicable to the location and 
character of the property, but not less 
than 80 percent of the actual cash 
value of the insurable improvements 
and equipment. If the mortgagor does 
not obtain the required insurance, the 
HFA must do so and assess the mort-
gagor for such costs. These insurance 
requirements apply as long as the HFA 
retains an interest in the project and 
final claim settlement has not been 
completed or the contract of insurance 
has not been otherwise terminated. 

(h) Modification of terms. The mort-
gage must contain a covenant requir-
ing that, in the event that the HFA and 

owner agree to a modification of the 
terms of the mortgage (e.g., to reflect a 
reduction of the interest rate if reduc-
tions are realized in the underlying 
bond rates for the project), Section 8 
rents would be reduced in accordance 
with HUD guidelines. 

(i) Regulatory Agreement. The mort-
gage must contain a provision incor-
porating the Regulatory Agreement by 
reference. 

§ 266.415 Mortgage lien and other obli-
gations. 

(a) Liens. At the initial and final clos-
ing of the loan, the mortgagor and the 
HFA must certify, and the HFA must 
determine, that the property covered 
by the mortgage is free from all liens 
other than the lien of the insured 
mortgage, except that the property 
may be subject to such inferior lien or 
liens as approved by the HFA as long 
as the insured mortgage has first pri-
ority for payment. 

(b) Contractual obligations. At the 
final closing of the loan, the mortgagor 
and the HFA must certify, and the 
HFA must determine, that all contrac-
tual obligations in connection with the 
mortgage transaction, including the 
purchase of the property and the im-
provements to the property, are paid. 
An exception is made for obligations 
that are approved by the HFA and de-
termined by the HFA to be of a lesser 
priority for payment than the obliga-
tion of the insured mortgage. 

§ 266.417 Authority to adjust mortgage 
insurance amount. 

In order to protect the mortgage in-
surance funds, the Commissioner has 
authority in his or her sole discretion, 
at any time prior to and including final 
endorsement, to adjust the amount of 
the mortgage insurance. 

§ 266.420 Closing and endorsement by 
the Commissioner. 

(a) Closing. Before disbursement of 
loan advances in periodic advances 
cases, and in all cases after completion 
of construction, repair or substantial 
rehabilitation, the HFA must hold a 
closing and submit a closing docket 
with required documentation to the 
Commissioner or the Commissioner’s 
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authorized Departmental representa-
tive for insurance of the mortgage by 
endorsement of the mortgage note. The 
note must provide that the mortgage is 
insured under section 542(c) of the 
Housing and Community Development 
Act of 1992 and the regulations set 
forth at 24 CFR part 266 in effect on the 
date of endorsement. The note must 
also specify the date of endorsement, 
i.e., the date of HUD endorsement of 
the project mortgage, and the risk of 
loss assumed by the HFA and by HUD. 

(b) Closing docket. The HFA’s submis-
sion must include a certification that 
it has obtained written HUD approval 
of compliance with the requirements 
referred to in § 266.210, and certifi-
cations and information as follows: 

(1) Information concerning the mort-
gage amount and term, location, num-
ber and type of units, income and ex-
penses, rents, projects and market oc-
cupancy percentages, value/replace-
ment cost, interest rate, and similar 
statistical information in accordance 
with the Commissioner’s administra-
tive procedures. 

(2) Copies of the amortization sched-
ule, Note and Risk-Sharing Agreement. 

(3) Certification that the loan has 
been processed, prudently underwritten 
(including a determination that a mar-
ket exists for the project), cost cer-
tified (if the project is being submitted 
for final endorsement) and closed in 
full compliance with the HFA’s stand-
ards and requirements (or where the 
mortgage is insured under Level II, in 
full compliance with the underwriting 
standards and loan terms and condi-
tions as approved by HUD). 

(4) At the time of final endorsement, 
a certification for periodic advances 
cases, if submitted for final endorse-
ment, that advances were made propor-
tionate to construction progress. 

(5) A copy of the HFA-approved cost 
certification if the project is submitted 
for final endorsement. 

(6) A certification that equal employ-
ment requirements are followed. 

(7) A certification that the HFA has 
reviewed and approved the Affirmative 
Fair Housing Marketing Plan and 
found it acceptable. 

(8) A certification that a dedicated 
account, if required, has been increased 
in accordance with § 266.110(b). 

(9) Certifications required under 
§ 266.415 concerning liens and contrac-
tual obligations. 

(10) Copies of the Hazard Insurance 
Policy with a clause making the loss 
payable to the HFA. 

(11) For projects subject to Davis- 
Bacon prevailing requirements under 
§ 266.225, the certification and informa-
tion concerning payment of prevailing 
wage rates required by § 266.225(d). 

(12) Certified copies of mortgage 
(deed of trust) with attached regu-
latory agreement, and note for HUD 
files. 

Subpart F—Project Management 
and Servicing 

§ 266.500 General. 

The HFA will have full responsibility 
for the administration of the provi-
sions of this subpart and for managing 
and servicing projects insured under 
this part. The HFA is responsible for 
monitoring and determining the com-
pliance of the project owner in accord-
ance with the provisions of this sub-
part. HUD will monitor the perform-
ance of the HFA, not the project 
owner, to determine its compliance 
with the provisions covered under this 
subpart. 

§ 266.505 Regulatory agreement re-
quirements. 

(a) General. (1) The HFA must exe-
cute a Regulatory Agreement, in re-
cordable form, between the mortgagor 
and the HFA to be in force for the du-
ration of the insured mortgage and 
note or bond. The Regulatory Agree-
ment must include a description of the 
property. The Regulatory Agreement 
must be incorporated by reference into 
the mortgage and recorded with the 
mortgage. 

(2) The Regulatory Agreement exe-
cuted between the HFA and the mort-
gagor must be binding upon the mort-
gagor and any of its successors and as-
signs and upon the HFA and any of its 
successors for so long as the mortgage 
is insured by HUD or HUD holds an 
HFA debenture issued in connection 
with a claim arising from the insured 
mortgage. The HFA may not assign the 
Regulatory Agreement. 
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(3) The HFA will enforce the Regu-
latory Agreement and take actions 
against any mortgagors who violate its 
provisions. Such actions may involve a 
declaration of default and application 
to any court for specific performance 
of the agreement. 

(b) Requirements. The Regulatory 
Agreement must require the mortgagor 
to comply with the provisions of this 
part and obligate the mortgagor, 
among other things, to: 

(1) Make all payments due under the 
mortgage and note/bond. 

(2) Where necessary, establish a sink-
ing fund for future capital needs. 

(3) Maintain the project as affordable 
housing, as defined in § 266.5. 

(4) Continue to use dwelling units for 
their original purposes. 

(5) Comply with such other require-
ments as may be established by the 
HFA and set forth in the Regulatory 
Agreement. 

(6) [Reserved] 
(7) Maintain complete books and 

records established solely for the 
project. 

(8) Comply with the Affirmative Fair 
Housing Marketing Plan and all other 
fair housing and equal opportunity re-
quirements. 

(9) Operate as a single asset mort-
gagor. 

(10) Make books and records avail-
able for HUD or General Accounting 
Office (GAO) review with appropriate 
notification. 

(11) Permit HUD officials or employ-
ees to inspect the project upon request 
by the Commissioner. 

(c) Enforcement. The Regulatory 
Agreement shall be enforced by the 
HFA. 

[59 FR 62524, Dec. 5, 1994, as amended at 63 
FR 46578, 46593, Sept. 1, 1998; 65 FR 16296, 
Mar. 27, 2000] 

§ 266.507 Maintenance requirements. 
The mortgagor must maintain the 

project in accordance with the physical 
condition standards in 24 CFR part 5, 
subpart G. 

[63 FR 46578, Sept. 1, 1998] 

§ 266.510 HFA responsibilities. 
(a) Inspections. The HFA must per-

form inspections in accordance with 

the physical inspection procedures in 
24 CFR part 5, subpart G. 

(b) Annual audits of projects. The HFA 
must analyze projects’ annual audits 
and provide a copy to HUD along with 
a summary of unresolved findings and 
actions planned, with target dates, to 
correct unresolved findings. 

(c) HFA’s annual financial statement. 
The HFA must provide HUD with an-
nual audited financial statement in ac-
cordance with the requirements of 2 
CFR part 200, subpart F. 

[59 FR 62524, Dec. 5, 1994, as amended at 63 
FR 46578, Sept. 1, 1998; 65 FR 16296, Mar. 27, 
2000; 80 FR 75936, Dec. 7, 2015] 

§ 266.515 Record retention. 
(a) Loan origination and servicing. 

Records pertaining to the mortgage 
loan origination and servicing of the 
loan must be maintained for as long as 
the insurance remains in force. 

(b) Defaults and claims. Records per-
taining to a mortgage default and 
claim must be retained from the date 
of default through final settlement of 
the claim for a period of no less than 
three years after final settlement. 

§ 266.520 Program monitoring and 
compliance. 

HUD will monitor the performance of 
the HFA in accordance with the provi-
sions covered under this subpart. 

Subpart G—Contract Rights and 
Obligations 

MORTGAGE INSURANCE PREMIUMS 

§ 266.600 Mortgage insurance pre-
mium: Insurance upon completion. 

(a) Initial premium. For projects in-
sured upon completion, on the date of 
the final closing, the HFA shall pay to 
the Commissioner an initial premium 
equal to the prescribed percentage, in 
the sliding scale chart that is shown in 
§ 266.604(b), of the face amount of the 
mortgage. 

(b) Premium payable with first payment 
of principal. On the date of the first 
payment of principal the HFA shall 
pay a second premium (calculated on a 
per annum basis) equal to the pre-
scribed percentage of the average out-
standing principal obligation of the 
mortgage from the final closing date to 
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the year following the date of the first 
principal payment, less the amount 
paid on the date of the final closing. 

(c) Subsequent premiums. Until one of 
the conditions is met under § 266.606(a), 
the HFA on each anniversary of the 
date of the first principal payment 
shall pay to the Commissioner an an-
nual mortgage insurance premium 
equal to the prescribed percentage of 
the average outstanding principal obli-
gation of the mortgage, without taking 
into account delinquent payments, or 
partial claim payment under § 266.630, 
or prepayments, for the year following 
the date on which the premium be-
comes payable. 

§ 266.602 Mortgage insurance pre-
mium: Insured advances. 

(a) Initial premium. For projects in-
volving insured advances, on the date 
of the initial closing, the HFA shall 
pay to the Commissioner an initial pre-
mium equal to the prescribed percent-
age, in the sliding scale chart that is 
shown in § 266.604(b), of the face amount 
of the mortgage. 

(b) Interim premium. On each anniver-
sary of the initial closing, the HFA 
shall pay an interim mortgage insur-
ance premium equal to the prescribed 
percentage of the face amount of the 
mortgage. The HFA shall continue to 
pay the interim mortgage insurance 
premiums until the date of the first 
principal payment. 

(c) Premium payable with first payment 
of principal. On the date of the first 
principal payment, the HFA shall pay a 
mortgage insurance premium equal to 
the prescribed percentage of the aver-
age outstanding principal obligation of 
the mortgage for the year following the 
date of the first principal payment. 
The HFA shall adjust this payment by 
deducting an amount equal to the por-
tion of the last premium paid that is 
attributable to the months after the 
date of the first payment to principal. 
Any partial month is to be counted as 
a whole month. The HFA shall remit 
the net adjusted mortgage premium to 
the Commissioner and refund the 
amount of the adjustment (overpay-
ment) to the mortgagor. 

(d) Subsequent premiums. Until one of 
the conditions is met under § 266.606(a), 
the HFA on each anniversary of the 

date of the first principal payment 
shall pay to the Commissioner an an-
nual mortgage insurance premium 
equal to the prescribed percentage of 
the average outstanding principal obli-
gation of the mortgage, without taking 
into account delinquent payments, pre-
payments, or a partial claim payment 
under § 266.630, for the year following 
the date on which the premium be-
comes payable. 

§ 266.604 Mortgage insurance pre-
mium: Other requirements. 

(a) Premium calculations on or after 
first principal payment. The premiums 
payable to the Commissioner on and 
after the first principal payment shall 
be calculated in accordance with the 
amortization schedule prepared by the 
HFA for final closing and the pre-
scribed percentage as set forth in the 
sliding scale chart in paragraph (b) of 
this section without taking into ac-
count delinquent payments or prepay-
ments. 

(b) Prescribed percentages. The fol-
lowing sliding scale chart provides the 
prescribed percentage, based upon the 
respective share of risk, that is to be 
used in calculating mortgage insurance 
premiums under this section: 

Percentage share of risk Prescribed percent-
age for calculating 
HFA’s annual MIP HUD HFA 

90 10 .45 
75 25 .375 
50 50 .25 
40 60 .2 
30 70 .15 
20 80 .1 
10 90 .05 

(c) Closing information. The HFA shall 
provide final closing information to 
the Commissioner within 15 days of the 
final closing in a format prescribed by 
the Commissioner. In addition, the 
HFA shall submit a copy of the amorti-
zation schedule. This amortization 
shall be used to compute and collect all 
future mortgage insurance premiums 
subject to § 266.600(c) or § 266.602(d). If 
the mortgage is modified, the HFA 
shall submit to the Commissioner a 
copy of the revised amortization sched-
ule, which shall be used to compute 
and collect all future mortgage insur-
ance premiums subject to § 266.600(c) or 
§ 266.602(d). 
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(d) Due date for premium payments. 
Mortgage insurance premiums are due 
on the first day of the month of the an-
niversary of the first payment to prin-
cipal. Any premium received by the 
Commissioner more than 15 days after 
the due date shall be assessed a late 
charge of 4 percent of the amount of 
the premium payment due. Mortgage 
insurance premiums that are paid to 
the Commissioner more than 30 days 
after the due date shall begin to accrue 
interest at the rate prescribed by the 
Treasury Fiscal Requirements Manual. 

§ 266.606 Mortgage insurance pre-
mium: Duration and method of pay-
ing. 

(a) Duration of payments. Mortgage 
insurance premium payments must 
continue annually until one of the fol-
lowing occurs: 

(1) The mortgage is paid in full; 
(2) A deed to the HFA is filed for 

record; 
(3) An application for initial claim 

payment is received by the Commis-
sioner; or 

(4) The Contract of Insurance is oth-
erwise terminated. 

(b) Method of payment. The HFA shall 
pay any mortgage insurance premium 
required by this part in cash. 

§ 266.608 Mortgage insurance pre-
mium: Pro rata refund. 

If the Contract of Insurance is termi-
nated by payment in full or is termi-
nated by the HFA on a form prescribed 
by the Commissioner, after the date of 
the first payment to principal, the 
Commissioner shall refund any mort-
gage insurance premium for the period 
after the effective date of the termi-
nation of insurance. The refund shall 
be mailed to the HFA for credit to the 
mortgagor’s account. In computing the 
pro rata portion of the annual mort-
gage insurance premium, the date of 
termination of insurance shall be the 
last day of the month in which the 
mortgage is prepaid or the Commis-
sioner receives a notification of termi-
nation, whichever is later. No refund 
shall be made if the insurance was ter-
minated because of the submission of 
an application for initial claim pay-
ment or if the termination occurs be-

fore the date of the first payment to 
principal. 

§ 266.610 Method of payment of mort-
gage insurance premiums. 

In the cases that the Commissioner 
deems appropriate, the Commissioner 
may require, by means of instructions 
communicated to all affected mortga-
gees, that mortgage insurance pre-
miums be remitted electronically. 

[63 FR 1303, Jan. 8, 1998] 

INSURANCE ENDORSEMENT 

§ 266.612 Insurance endorsement. 

(a) Initial endorsement. The Commis-
sioner shall indicate his or her insur-
ance of the mortgage by endorsing the 
original credit instrument. 

(b) Final endorsement. When all ad-
vances of mortgage proceeds have been 
made and all other applicable terms 
and conditions have been complied 
with to the satisfaction of the Commis-
sioner, the Commissioner shall indi-
cate on the original credit instrument 
the total of all advances that have been 
approved for insurance and again en-
dorse such instrument. 

(c) Effect of endorsement. From the 
date of initial endorsement, the Com-
missioner and the HFA shall be bound 
by the provisions of this subpart to the 
same extent as if they had executed a 
contract including the provisions of 
this subpart and the applicable sec-
tions of the Act. 

ASSIGNMENTS 

§ 266.616 Transfer of partial interest 
under participation agreement. 

The HFA may not assign the mort-
gage. However, a partial interest in an 
insured mortgage or pool of insured 
mortgages may be transferred under a 
participation agreement or arrange-
ment (such as a declaration of trust or 
the issuance of pass-through certifi-
cates), without obtaining the approval 
of the Commissioner, if the following 
conditions are met: 

(a) Legal title to the insured mort-
gage or mortgages shall be held by the 
HFA; and 

(b) The participation agreement, dec-
laration of trust or other instrument 
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under which the partial interest is 
transferred shall provide that: 

(1) The HFA shall remain mortgagee 
of record under the contract of mort-
gage insurance; 

(2) The Commissioner shall have no 
obligation to recognize or deal with 
anyone other than the HFA with re-
spect to the rights, benefits, and obli-
gations of the mortgagee under the 
contract of insurance; and 

(3) The mortgagor shall have no obli-
gation to recognize or do business with 
any one other than the HFA or, if ap-
plicable, its servicing agent with re-
spect to rights, benefits, and obliga-
tions of the mortgagor or the mort-
gagee under the mortgage. 

TERMINATION 

§ 266.620 Termination of Contract of 
Insurance. 

The Contract of Insurance shall ter-
minate if any of the following occurs: 

(a) The mortgage is paid in full; 
(b) The HFA acquires the mortgaged 

property and notifies the Commis-
sioner that it will not file an insurance 
claim; 

(c) A party other than HFA acquires 
the property at a foreclosure sale; 

(d) The HFA notifies the Commis-
sioner of Termination of Insurance 
(voluntary termination); 

(e) The HFA or its successors commit 
fraud or make a material misrepresen-
tation to the Commissioner with re-
spect to information culminating in 
the Contract of Insurance on the mort-
gage or while the Contract of Insurance 
is in existence; 

(f) The receipt by the Commissioner 
of an Application for Final Claims Set-
tlement; 

(g) If the HFA acquires the mort-
gaged property and fails to make an 
initial claim. 

§ 266.622 Notice and date of termi-
nation by the Commissioner. 

The Commissioner shall notify the 
HFA that the Contract of Insurance 
has been terminated and shall establish 
the effective date of termination. The 
termination shall be the last day of the 
month in which one of the events speci-
fied in § 266.620 occurs. 

CLAIM PROCEDURES 

§ 266.626 Notice of default and filing 
an insurance claim. 

(a) Definition of default. (1) A mone-
tary default exists when the mortgagor 
fails to make any payment due under 
the mortgage. 

(2) A covenant default exists when 
the mortgagor fails to perform any 
other covenant under the provision of 
the mortgage or the regulatory agree-
ment, which is incorporated by ref-
erence in the mortgage. An HFA be-
comes eligible for insurance benefits on 
the basis of a covenant default only 
after the HFA has accelerated the debt 
and the owner has failed to pay the full 
amount due, thus converting a cov-
enant default into a monetary default. 

(b) Date of default. For purposes of 
this subpart, the date of default is: 

(1) The date of the first uncorrected 
failure to perform a mortgage covenant 
or obligation; or 

(2) The date of the first failure to 
make a monthly payment that is not 
covered by subsequent payments, when 
such subsequent payments are applied 
to the overdue monthly payments in 
the order in which they were due. 

(c) Notice of default. If a default (as 
defined in paragraph (a) of this section) 
continues for a period of 30 days, the 
HFA must notify the Commissioner 
within 10 days thereafter, unless the 
default is cured within the 30-day pe-
riod. Unless waived by the Commis-
sioner, the HFA must submit this no-
tice monthly, on a form prescribed by 
the Commissioner, until the default 
has been cured or the HFA has filed an 
application for an initial claim pay-
ment. In cases of mortgage accelera-
tion, the mortgagee must first give no-
tice of the default. 

(d) Timing of claim filing. Unless a 
written extension is granted by HUD, 
the HFA must file an application for 
initial claim payment (or, if appro-
priate, for partial claim payment) 
within 75 days from the date of default 
and may do so as early as the first day 
of the month following the month for 
which a payment was missed. Upon re-
quest of the HFA, HUD may extend, up 
to 180 days from the date of default, 
the deadline for filing a claim. In those 
cases where the HFA certifies that the 
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project owner is in the process of 
transacting a bond refunder, refi-
nancing the mortgage, or changing the 
ownership for the purpose of curing the 
default and bringing the mortgage cur-
rent, HUD may extend the deadline for 
filing a claim beyond 180 days, not to 
exceed 360 days from the date of de-
fault. 

§ 266.628 Initial claim payments. 
(a) Determination of initial claim 

amount. (1) The initial claim amount is 
based on the unpaid principal balance 
of the mortgage note as of the date of 
default, plus interest at the mortgage 
note rate from date of default to date 
of initial claim payment. The mort-
gage note interest component of the 
initial claim amount is subject to cur-
tailment as provided in paragraph (b) 
of this section. 

(2) HUD shall make an initial claim 
payment to the HFA that is equal to 
the initial claim amount, less any de-
linquent mortgage insurance pre-
miums, late charges and interest, as-
sessed under § 266.604(d). 

(3) The HFA must use the proceeds of 
the initial claim payment to retire any 
bonds or any other financing mecha-
nisms securing the mortgage within 30 
days of the initial claim payment. Any 
excess funds resulting from such retire-
ment or repayment shall be returned to 
HUD within 30 days of the retirement. 

(b) Curtailment of interest for late fil-
ings. In determining the mortgage note 
interest component of the initial claim 
amount, if the HFA fails to meet any 
of the requirements of this section 
within the specified time (including 
any granted extension of time), HUD 
shall curtail the accrual of mortgage 
note interest by the number of days by 
which the required action was late. 

(c) Method of payment. HUD shall pay 
the claim in cash. 

§ 266.630 Partial payment of claims. 
(a) General. When the Commissioner 

receives a claim for a partial payment 
under § 266.626(d), the Commissioner 
may make a partial payment of claim 
in accordance with the requirements of 
this section. If the HFA has not pre-
viously received a partial claim pay-
ment, the HFA may file a claim for a 
partial claim payment under § 266.630. 

Otherwise, the HFA must file for an 
initial claim payment under § 266.628. 

(b) HFA submission. In addition to any 
other requirements set forth in admin-
istration instructions, the HFA must 
provide the following information with 
its application for a partial claim pay-
ment: 

(1) The amount by which the HFA 
will reduce the principal on the insured 
mortgage and the amount of delin-
quent interest on the insured mortgage 
that the HFA will defer based on the 
anticipated closing date; and 

(2) A certification that: 
(i) The amount of the principal re-

duction of the insured first mortgage 
does not exceed 50 percent of the un-
paid principal balance; 

(ii) The relief resulting from the par-
tial claim payment when considered 
with other resources available to the 
project are sufficient to restore the fi-
nancial viability of the project; 

(iii) The project is or can (at reason-
able cost) be made structurally sound; 

(iv) The management of the project 
is satisfactory; 

(v) The default under the insured 
mortgage was beyond the control of 
the mortgagor. 

(c) Claim processing—(1) Acceptable ap-
plication. If the HFA’s application is ac-
ceptable, the Commissioner shall no-
tify the HFA to process the partial 
payment, which will include the modi-
fication of the existing mortgage and 
the execution by the mortgagor of a 
second mortgage payable to the HFA. 
When the second mortgage is closed, 
the HFA shall notify the Commis-
sioner, in a form and manner pre-
scribed in administrative instructions. 
Upon receipt of notice from the HFA, 
the Commissioner shall make the par-
tial claim payment. 

(2) Unacceptable application. If the ap-
plication is unacceptable, the Commis-
sioner shall either advise the HFA of 
the information needed to make the 
application acceptable or return the 
application for further action. The 
HFA is granted an extension of 30 days 
from the date of any notification for 
further action. 

(d) Requirements—(1) One partial claim 
payment. Only one partial claim pay-
ment may be made under a contract of 
insurance. 
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(2) Partial claim payment amount. The 
amount of the partial claim payment is 
equal to the amount of relief provided 
by the HFA in the form of a reduction 
in principal and a reduction of delin-
quent interest due on the insured mort-
gage times the lesser of HUD’s percent-
age of the risk of loss or 50 percent. 

(3) HFA second mortgage. Repayment 
of the relief provided by the HFA must 
be secured by a second mortgage to the 
HFA. This second mortgage may pro-
vide for postponed amortization and 
may not be assigned by the HFA. This 
second mortgage is not insured under 
this part and may not be insured under 
any other HUD-related insurance pro-
gram. 

(4) Partial claim repayment by HFA. 
The HFA must remit to HUD a percent-
age of all amounts collected on the 
HFA’s second mortgage within 15 days 
of receipt by the HFA. The applicable 
percentage is equal to the percentage 
used in paragraph (d)(2) of this section 
to determine the partial claim pay-
ment amount. Payments made after 
the 15th day must include a 5 percent 
late charge plus accrued interest at the 
debenture rate. 

(5) Certified statements of amounts col-
lected. As long as the second mortgage 
remains of record, the HFA must sub-
mit to the Commissioner an annual 
certified statement of the amounts col-
lected by the HFA. The HFA must sub-
mit a final certified statement within 
30 days after the second mortgage is 
paid in full, foreclosed, or otherwise 
terminated. 

§ 266.632 Withdrawal of claim. 

In case of a default and subsequent 
filing of claim, the HFA shall deter-
mine the form of workout or modifica-
tion and will inform HUD of the type of 
mortgage relief determined to be ap-
propriate. If the default is cured after 
the claim is made but before the initial 
claim payment is paid by HUD, the 
HFA may, in writing, withdraw the 
claim, and insurance will continue as if 
the default had not occurred. 

§ 266.634 Reinstatement of the con-
tract of insurance. 

(a) Conditions for reinstatement. After 
the initial claim payment, HUD may 

reinstate the contract of insurance on 
the following conditions: 

(1) The HFA has not acquired the 
project; 

(2) The mortgagor has cured the de-
fault; and 

(3) The HFA requests that HUD rein-
state the contract of insurance. 

(b) Notification of reinstatement. If re-
instatement is acceptable to HUD, 
HUD shall notify the HFA of the date 
the contract of insurance will be rein-
stated and shall advise the HFA of the 
payment needed to reinstate the con-
tract of insurance. 

(c) Payment. Within 30 days of the 
date of the notice under paragraph (b) 
of this section, the HFA shall pay HUD 
an amount equal to the initial claim 
amount, as determined under 
§ 266.628(a)(1), plus an amount equal to 
the accrued and unpaid interest on the 
HFA Debenture through the reinstate-
ment date, plus an amount equal to the 
mortgage insurance premium for the 
period from the date of reinstatement 
of the contract of insurance to the next 
anniversary date for payment of the 
mortgage insurance premium. 

(d) Cancellation of debenture. Upon re-
ceipt from the HFA of the amount 
specified in paragraph (c) of this sec-
tion, HUD shall return the HFA deben-
ture for cancellation. 

(e) Continuation of contract of insur-
ance. Upon reinstatement, the contract 
of insurance shall continue as if the de-
fault had not occurred. 

§ 266.636 Insuring new loans for de-
faulted projects. 

The HFA may not make another loan 
that is insured under this part to the 
same owner in the same project if HUD 
has paid a claim under this part. 

§ 266.638 Issuance of HFA Debenture. 
(a) Condition to initial claim payment. 

The HFA must issue an instrument in 
the form of a debenture to HUD within 
30 days of receiving the initial claim 
payment. The HFA Debenture shall 
meet the following requirements and 
shall be in a form that has been ap-
proved by HUD as part of the applica-
tion approval process. 

(b) Term of HFA Debenture. The HFA 
Debenture shall be dated the same date 
that the initial claim payment is 
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issued. The HFA Debenture shall have 
a term of five years in order to afford 
the mortgagor ample time to cure the 
default or the HFA time to foreclose 
and/or resell the project. HUD may pro-
vide a written extension of the five 
year term if the HFA certifies and pro-
vides documentation that the project 
owner has filed bankruptcy and the 
HFA is taking action to have the 
project discharged from the bank-
ruptcy. The HFA Debenture shall, dur-
ing this extended period, continue to 
bear interest as described below at 
HUD’s published debenture rate at the 
earlier of initial endorsement or final 
endorsement. Interest shall be due and 
payable annually on the anniversary 
date of the initial claim payment. In-
terest is due on the full face amount of 
the HFA Debenture through the term 
of the HFA Debenture or through the 
date an application for final claim pay-
ment is received by the Commissioner. 

(c) HFA Debenture amount. (1) The 
HFA Debenture shall be for the full ini-
tial claim amount as determined under 
§ 266.628(a)(1) (minus any excess funds 
returned to HUD under § 266.628(a)(3)). 

(2) The full amount of the HFA De-
benture shall be payable to HUD upon 
maturity, unless the HFA Debenture is 
canceled because of: 

(i) A reinstatement of the contract of 
insurance under § 266.634; or 

(ii) Final claim settlement under 
§ 266.654. 

(d) HFA Debenture interest rate. The 
HFA Debenture shall bear interest at 
HUD’s published debenture rate at the 
earlier of initial endorsement or final 
endorsement. Interest shall be due and 
payable annually on the anniversary 
date of the initial claim payment and 
on the date of redemption when re-
deemed or canceled before an anniver-
sary date. Interest shall be computed 
on the full face amount of the HFA De-
benture through the term of the HFA 
Debenture. 

(e) Form of HFA Debenture. The HFA 
Debenture should follow the standard 
form of a State/Municipal Debenture 
issued under the Uniform Commercial 
Code, where applicable, and shall be 
supported by the full faith and credit of 
the HFA. For HFAs that operate as de-
partments or divisions of States or 
units of local government and where 

such HFAs cannot pledge the full faith 
and credit of the HFA, such HFAs may 
collateralize their obligation through a 
letter of credit, reinsurance, or other 
forms of credit acceptable to the Com-
missioner. 

(f) Debenture registration. Unless oth-
erwise required by law, including State 
or local laws, or other governing bod-
ies, HUD will not require the HFA De-
benture to be ‘‘Registered’’ (with the 
Securities and Exchange Commission) 
as it is a direct, or private, placement, 
and not a public offering, that is sup-
ported by the full faith and credit of 
the HFA. 

§ 266.640 Foreclosure and acquisition. 
The HFA is not required to foreclose 

the insured mortgage. It may accept a 
deed-in-lieu of foreclosure. 

§ 266.642 Appraisals. 
Where actions taken or caused to be 

taken by the HFA have the effect of 
the recovery of less than the face 
amount of the HFA Debenture held by 
HUD, an appraisal should be made to 
determine the value of the project. The 
appraisal should assume a willing 
buyer and a willing seller. The ap-
praisal must be done within the 45-day 
period immediately preceding the date 
when the HFA files an application for 
final claim settlement. If at the time 
of final claim settlement the HFA has 
not sold the project, an appraisal 
should be made to determine the value 
of the project at its highest and best 
use. 

§ 266.644 Application for final claim 
settlement. 

The HFA shall file an application for 
final settlement in accordance with the 
Commissioner’s administrative proce-
dures not later than 30 days after any 
of the following: 

(a) Sale of the property after fore-
closure or after acquisition by deed-in- 
lieu of foreclosure; or 

(b) Expiration of the term of the HFA 
debenture. 

§ 266.646 Determining the amount of 
loss. 

The amount of the total loss to be 
shared by HUD and the HFA is equal 
to: 
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(a) The amount of the initial claim 
payment; 

(b) Plus all items set forth in 
§ 266.648; and 

(c) Less all items set forth in § 266.650. 

§ 266.648 Items included in total loss. 

In computing the total loss, the fol-
lowing items are added to the amount 
described in § 266.646(a): 

(a) The amount of all payments that 
the HFA made from its own funds and 
not from project income for: 

(1) Taxes, special assessments, and 
water bills that are liens before the 
Mortgage; and 

(2) Fire and hazard insurance on the 
property. 

(b) A reasonable amount of acquisi-
tion costs actually paid by the HFA. 
These costs may not include loss or 
damage resulting from the invalidity 
or unenforceability of the Mortgage 
lien or the unmarketability of the 
Mortgagor’s title. 

(c) Reasonable payments that the 
HFA made from its own funds and not 
from project income for: 

(1) Preservation, operation and main-
tenance of the property; 

(2) Repairs necessary to meet the re-
quirements of local laws; 

(3) Expenses in connection with the 
sale of property; and 

(4) Bankruptcy expenses approved by 
the Office of General Counsel. 

(d) The amount of HFA Debenture in-
terest paid by the HFA to HUD. 

§ 266.650 Items deducted from total 
loss. 

In computing insurance benefits, the 
following items are deducted from the 
amounts described in § 266.646(a) and 
(b): 

(a) All amounts received by the HFA 
on account of the mortgage after the 
date of default; 

(b) All cash, and/or funds related to 
the mortgaged property, including de-
posits and escrows made for the ac-
count of the mortgagor that the HFA 
holds (or to which it is entitled); 

(c) The amount of any undrawn bal-
ance under a letter of credit that the 
HFA accepted in lieu of a cash deposit 
for an escrow agreement; 

(d) Any net income from the mort-
gaged property/project that the HFA 
received after the date of default. 

(e) The proceeds from the sale of the 
project or the appraised value of the 
project as provided in § 266.642 as fol-
lows: 

(1) If the HFA disposes of the project 
through a negotiated sale, the amount 
deducted shall be the higher of the 
sales price or the appraised value. 

(2) If the HFA disposes of the project 
through a competitive bid procedure 
approved by the Commissioner, the 
amount deducted shall be the sales 
price, even if it is lower than the ap-
praised value. 

(3) If the HFA has not disposed of the 
project within 5 years from the date of 
issuance of the HFA Debentures (unless 
an extension has been granted pursu-
ant to § 266.638), the amount deducted 
shall be the appraised value. 

(f) Any and all claims that the HFA 
has acquired in connection with the ac-
quisition and sale of the property. 
Claims include but are not limited to 
returned premiums from canceled in-
surance policies, interest on invest-
ments of reserve for replacement funds, 
tax refunds, refunds of deposits left 
with utility companies, and amounts 
received as proceeds of a receivership. 

(g) The amount of daily HFA Deben-
ture interest accrued but not paid from 
the anniversary date of the last HFA 
Debenture interest payment to the 
date an application for final claim pay-
ment is received by the Commissioner. 

§ 266.652 Determining share of loss. 
The total loss computed in § 266.646 

shall be shared by HUD and the HFA in 
accordance with their respective per-
centage of risk as specified in the note 
and the addendum to the Risk-Sharing 
Agreement between HUD and the HFA. 

§ 266.654 Final claim settlement and 
HFA Debenture redemption. 

(a) Final claim payment. If the initial 
claim amount, as determined under 
§ 266.628(a)(1), is less than HUD’s share 
of the loss, HUD shall make a final 
claim payment to the HFA that is 
equal to the difference between HUD’s 
share of the loss and the initial claim 
amount and shall return the HFA De-
benture to the HFA for cancellation. 
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(b) HFA reimbursement payment. If the 
initial claim amount, as determined 
under § 266.628(a)(1), is more than HUD’s 
share of the loss, the HFA shall, within 
30 days of notification by HUD of the 
amount due, remit to HUD an amount 
that is equal to the difference between 
the initial claim amount and HUD’s 
share of the loss. The funds must be re-
mitted in a manner prescribed in the 
Commissioner’s administrative proce-
dures. The HFA Debenture will be con-
sidered redeemed upon receipt of the 
cash payment. A 5 percent penalty will 
be charged and interest at the deben-
ture rate will begin to accrue if the 
cash payment is not received within 
the prescribed period. If an HFA is in 
default under an existing debenture 
and files a claim on another project 
under this part, HUD will charge the 
HFA’s Dedicated Account for the 
amount owed the Department. In cases 
of top-tier or A-rated HFA’s which are 
not required to maintain a Dedicated 
Account, HUD will inform the rating 
agencies of the HFA’s failure to pay on 
their debt obligation and of its viola-
tion of the Risk-Sharing Agreement. 

(c) Losses. Losses sustained as a con-
sequence of the (sole) negligence of an 
HFA (e.g., failure to acquire adequate 
hazard insurance where such insurance 
is available) shall be the sole obliga-
tion of the HFA, notwithstanding the 
risk apportionment otherwise agreed 
to by HUD and the HFA. 

(d) Supplemental claim. Any supple-
mental claim must be filed within one 
year from date of final claim settle-
ment. 

§ 266.656 Recovery of costs after final 
claim settlement. 

If, after final claim settlement, the 
HFA recovers additional sums as the 
result of the sale of the project or oth-
erwise, the total amount of such recov-
ery shall be shared by HUD and the 
HFA in accordance with the prescribed 
percentage of shared risk. 

§ 266.658 Program monitoring and 
compliance. 

HUD will monitor the performance of 
the HFA for compliance with the provi-
sions of this subpart. 

PART 267—CREDIT RISK RETENTION 

Subpart A—Authority, Purpose, Scope and 
Definitions 

Sec. 
267.1 Credit risk retention exceptions and 

exemptions for HUD programs. 
267.2 Definitions. 

Subpart B—Credit Risk Retention 

267.3 Base risk retention requirement. 
267.4 Standard risk retention. 
267.5 Revolving pool securitizations. 
267.6 Eligible ABCP conduits. 
267.7 Commercial mortgage-backed securi-

ties. 
267.8 Federal National Mortgage Associa-

tion and Federal Home Loan Mortgage 
Corporation ABS. 

267.9 Open market CLOs. 
267.10 Qualified tender option bonds. 

Subpart C—Transfer of Risk Retention 

267.11 Allocation of risk retention to an 
originator. 

267.12 Hedging, transfer and financing pro-
hibitions. 

Subpart D—Exceptions and Exemptions 

267.13 Exemption for qualified residential 
mortgages. 

267.14 Definitions applicable to qualifying 
commercial loans, commercial real es-
tate loans, and automobile loans. 

267.15 Qualifying commercial loans, com-
mercial real estate loans, and auto-
mobile loans. 

267.16 Underwriting standards for qualifying 
commercial loans. 

267.17 Underwriting standards for qualifying 
CRE loans. 

267.18 Underwriting standards for qualifying 
automobile loans. 

267.19 General exemptions. 
267.20 Safe harbor for certain foreign-re-

lated transactions. 
267.21 Additional exemptions. 
267.22 Periodic review of the QRM defini-

tion, exempted three-to-four unit resi-
dential mortgage loans, and community- 
focused residential mortgage exemption. 

AUTHORITY: 15 U.S.C. 78–o–11; 42 U.S.C. 
3535(d). 

SOURCE: 79 FR 77740, Dec. 24, 2014, unless 
otherwise noted. 
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States Treasury’s current value of 
funds rate in effect on the date the 
Title I insurance claim was paid. 

(b) Penalties and administrative costs. 
The Secretary shall assess reasonable 
administrative costs and penalties as 
authorized in 31 U.S.C. 3717, unless 
there is no provision in the note pro-
viding for such charges and the debtor 
has not otherwise consented to liabil-
ity for such charges. 

§ 201.63 Claims against lenders. 
Claims against lenders for money 

owed to the Department, including un-
paid insurance charges and unpaid re-
purchase demands, shall be collected in 
accordance with 24 CFR part 17, sub-
part C. 

PART 202—APPROVAL OF LENDING 
INSTITUTIONS AND MORTGAGEES 

Subpart A—General Requirements 

Sec. 
202.1 Purpose. 
202.2 Definitions 
202.3 Approval status for lenders and mort-

gagees. 
202.4 Request for determination of compli-

ance. 
202.5 General approval standards. 

Subpart B—Classes of Lenders and 
Mortgagees 

202.6 Supervised lenders and mortgagees. 
202.7 Nonsupervised lenders and mortga-

gees. 
202.8 Sponsored third-party originators. 
202.9 Investing lenders and mortgagees. 
202.10 Governmental institutions, Govern-

ment-sponsored enterprises, public hous-
ing agencies and State housing agencies. 

Subpart C—Title I and Title II Specific 
Requirements 

202.11 Title I. 
202.12 Title II. 

AUTHORITY: 12 U.S.C. 1703, 1709 and 1715b; 42 
U.S.C. 3535(d). 

SOURCE: 62 FR 20082, Apr. 24, 1997, unless 
otherwise noted. 

Subpart A—General Requirements 
§ 202.1 Purpose. 

This part establishes minimum 
standards and requirements for ap-
proval by the Secretary of lenders and 

mortgagees to participate in the Title I 
and Title II programs. 

§ 202.2 Definitions. 

Act means the National Housing Act 
(12 U.S.C. 1702 et seq.). 

Claim means a single family insured 
mortgage for which the Secretary pays 
an insurance claim within 24 months 
after the mortgage is insured. 

Default means a single family insured 
mortgage in default for 90 or more days 
within 24 months after the mortgage is 
insured. 

Lender or Title I lender means a finan-
cial institution that: 

(a) Holds a valid Title I Contract of 
Insurance and is approved by the Sec-
retary under this part as a supervised 
lender under § 202.6, a nonsupervised 
lender under § 202.7, an investing lender 
under § 202.9, or a governmental or 
similar institution under § 202.10; or 

(b) Is under suspension or held a Title 
I contract that has been terminated 
but remains responsible for servicing 
or selling Title I loans that it holds 
and is authorized to file insurance 
claims on such loans. 

Loan or Title I loan means a loan au-
thorized for insurance under Title I of 
the Act. 

Mortgage, Title II mortgage or insured 
mortgage means a mortgage or loan in-
sured under Title II or Title XI of the 
Act. 

Mortgagee or Title II mortgagee means 
a mortgage lender that is approved to 
participate in the Title II programs as 
a supervised mortgagee under § 202.6, a 
nonsupervised mortgagee under § 202.7, 
an investing mortgagee under § 202.9, or 
a governmental or similar institution 
under 202.10. 

Multifamily mortgagee means a mort-
gagee approved to participate only in 
multifamily Title II programs, except 
that for purposes of § 202.8(b)(1) the 
term also means a mortgagee approved 
to participate in both single family and 
multifamily Title II programs. 

Normal rate means the rate of de-
faults and claims on insured mortgages 
for the geographic area served by a 
HUD field office, or other area des-
ignated by the Secretary, in which a 
mortgagee originates mortgages. 

VerDate Sep<11>2014 16:33 Jun 13, 2019 Jkt 247083 PO 00000 Frm 00138 Fmt 8010 Sfmt 8010 Q:\24\24V2.TXT PC31



129 

Office of Assistant Secretary for Housing, HUD § 202.3 

Origination approval agreement means 
the Secretary’s agreement that a mort-
gagee is approved to originate single 
family insured mortgages. 

Title I program(s) means an insurance 
program or programs authorized by 
Title I of the Act. 

Title II program(s) means an insurance 
program or programs authorized by 
Title II or Title XI of the Act. 

[62 FR 20082, Apr. 24, 1997, as amended at 62 
FR 65181, Dec. 10, 1997; 75 FR 20731, Apr. 20, 
2010] 

§ 202.3 Approval status for lenders and 
mortgagees. 

(a) Initial approval. A lender or mort-
gagee may be approved for participa-
tion in the Title I or Title II programs 
upon filing a request for approval on a 
form prescribed by the Secretary and 
signed by the applicant. The approval 
form shall be accompanied by such doc-
umentation as may be prescribed by 
the Secretary. 

(1) Approval is signified by: 
(i) The Secretary’s agreement that 

the lender or mortgagee is considered 
approved under the Title I or Title II 
programs, except as otherwise ordered 
by the Mortgagee Review Board or an 
officer or subdivision of the Depart-
ment to which the Mortgagee Review 
Board has delegated its power, unless 
the lender or mortgagee voluntarily re-
linquishes its approval; 

(ii) Consent by the lender or mort-
gagee to comply at all times with the 
general approval requirements of 
§ 202.5, and with additional require-
ments governing the particular class of 
lender or mortgagee for which it was 
approved as described under subpart B 
at §§ 202.6 through 202.10; and 

(iii) Under the Title I program, the 
issuance of a Contract of Insurance 
constitutes an agreement between the 
Secretary and the lender and which 
governs participation in the Title I 
program. 

(2) Limitations on approval: 
(i) Separate approval as lender or 

mortgagee is required for participation 
in the Title I or Title II programs, re-
spectively. Application must be made, 
and approval will be granted, on the 
basis of one or both categories of pro-
grams, as is appropriate. 

(ii) Separate approval as mortgagee 
is required for the Single Family Mort-
gage Insurance Programs and for the 
Multifamily Mortgage Insurance Pro-
grams. Application must be made, and 
approval will be granted, on the basis 
of either or both categories, as is ap-
propriate. 

(iii) In addition to the requirements 
for approval as a Title II mortgagee, 
the Secretary may from time to time 
issue eligibility requirements for par-
ticipation in specific programs, such as 
the Direct Endorsement program. 

(iv) A Title II mortgagee may be ap-
proved to operate either on a nation-
wide basis or on a geographically re-
stricted basis in only those areas des-
ignated by the Secretary. 

(v) A Title I lender may originate 
loans or purchase advances of credit 
only within a geographic lending area 
approved by the Secretary. Expansion 
of this lending area shall be subject to 
a determination by the Secretary that 
the lender is able to originate loans in 
compliance with part 201 of this chap-
ter within such expanded area. 

(3) Authorized agents. A mortgagee ap-
proved under §§ 202.6, 202.7, or 202.10 as a 
nonsupervised mortgagee, supervised 
mortgagee, or governmental or similar 
institution approved as a Direct En-
dorsement mortgagee under 24 CFR 
203.3 may, with the approval of the Sec-
retary, designate a nonsupervised or 
supervised mortgagee with Direct En-
dorsement approval under 24 CFR 203.3 
as authorized agent for the purpose of 
underwriting loans. The application for 
mortgage insurance may be submitted 
in the name of the FHA-approved mort-
gagee or its designated authorized 
agent under this paragraph. 

(b) Recertification. On each anniver-
sary of the approval of a lender or 
mortgagee, the Secretary will deter-
mine whether recertification, i.e., con-
tinued approval, is appropriate. The 
Secretary will review the yearly 
verification report required by 
§ 202.5(m) and other pertinent docu-
ments, ascertain that all application 
and annual fees have been paid, and re-
quest any further information needed 
to decide upon recertification. 

(c) Termination—(1) Termination of the 
Title I Contract of Insurance—(i) Notice. 
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A Contract of Insurance may be termi-
nated in accordance with its terms by 
the Secretary or by the Secretary’s 
designee upon giving the lender at 
least 5 days prior written notice. 

(ii) Informal meeting. If requested, and 
before expiration of the 5-day notice 
period, a lender shall be entitled to an 
informal meeting with the Department 
official taking action to terminate the 
Contract of Insurance. 

(iii) Effect of termination. Termination 
of a Contract of Insurance shall not af-
fect: 

(A) The Department’s obligation to 
provide insurance coverage with re-
spect to eligible loans originated before 
the termination, unless there was fraud 
or misrepresentation; 

(B) A lender’s obligation to continue 
to pay insurance charges or premiums 
and meet all other obligations, includ-
ing servicing, associated with eligible 
loans originated before termination; or 

(C) A lender’s right to apply for and 
be granted a new Title I Contract of In-
surance, provided that the require-
ments for approval under this part are 
met. 

(2) Credit Watch Termination. (i) Scope 
and frequency of review. The Secretary 
will review, on an ongoing basis, the 
number of defaults and claims on mort-
gages originated, underwritten, or 
both, by each mortgagee in the geo-
graphic area served by a HUD field of-
fice. HUD will make this rate informa-
tion available to mortgagees and the 
public through electronic means and 
will issue instructions for accessing 
this information through a Mortgagee 
Letter. For this purpose, and for all 
purposes under paragraph (c) of this 
section, a mortgage is considered to be 
originated in the same federal fiscal 
year in which its amortization com-
mences. The Secretary may also review 
the insured mortgage performance of a 
mortgagee’s branch offices individually 
and may terminate the authority of 
the branch or the authority of the 
mortgagee’s overall operation. 

(ii) Credit Watch Status. Mortgagees 
are responsible for monitoring their de-
fault and claim rate performance. A 
mortgagee is considered to be on Credit 
Watch Status if, at any time, the mort-
gagee has a rate of defaults and claims 
on insured mortgages originated, un-

derwritten, or both, in an area which 
exceeds 150 percent of the normal rate 
and its origination approval agreement 
has not been terminated. 

(iii) Notice of termination. (A) Notice of 
termination of origination approval agree-
ment. The Secretary may notify a 
mortgagee that its origination ap-
proval agreement will terminate 60 
days after notice is given, if the mort-
gagee had a rate of defaults and claims 
on insured mortgages originated in an 
area which exceeded 200 percent of the 
normal rate and exceeded the national 
default and claim rate for insured 
mortgages. 

(B) Notice of termination of direct en-
dorsement approval. The Secretary may 
notify a mortgagee that its direct en-
dorsement approval under 24 CFR part 
203 will terminate 60 days after notice 
is given, if the mortgagee had a rate of 
defaults and claims on insured mort-
gages underwritten in an area which 
exceeded 200 percent of the normal rate 
and exceeded the national default and 
claim rate for insured mortgages. The 
termination of a mortgagee’s direct en-
dorsement approval pursuant to this 
section is separate and apart from the 
termination of a mortgagee’s direct en-
dorsement approval under 24 CFR part 
203. 

(C) No need for prior action by Mort-
gagee Review Board. The termination 
notices described in paragraphs 
(c)(2)(ii)(A) and (B) of this section may 
be given without prior action by the 
Mortgagee Review Board. 

(D) Underserved areas. Before the Sec-
retary sends the termination notice, 
the Secretary shall review the Census 
tract concentrations of the defaults 
and claims. If the Secretary deter-
mines that the excessive rate is the re-
sult of mortgage lending in under-
served areas, as defined in 24 CFR 81.2, 
the Secretary may determine not to 
terminate the mortgagee’s origination 
approval agreement and/or direct en-
dorsement approval. 

(iv) Request for informal conference. 
Prior to termination the mortgagee 
may submit a written request for an 
informal conference with the Deputy 
Assistant Secretary for Single Family 
Housing or that official’s designee. 
HUD must receive the written request 
no later than 30 calendar days after the 
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date of the proposed termination no-
tice. Unless HUD grants an extension, 
the informal conference must be held 
no later than 60 calendar days after the 
date of the proposed termination no-
tice. After considering relevant reasons 
and factors beyond the mortgagee’s 
control that contributed to the exces-
sive default and claim rates, the Dep-
uty Assistant Secretary for Single 
Family Housing or designee may with-
draw the termination notice. 

(v) Limitation on the establishment of 
new branches. Upon receipt of a pro-
posed termination notice of its origina-
tion approval agreement, the mort-
gagee shall not establish a new branch 
or new branches for the origination of 
FHA-insured mortgages in the area or 
areas that are covered by the proposed 
termination notice. As of January 18, 
2005, a mortgagee that is in receipt of a 
notice of proposed termination may 
not establish any new branch in the lo-
cation or locations cited in the pro-
posed termination notice until either: 

(A) The proposed termination notice 
is withdrawn or 

(B) The Secretary reinstates the 
mortgagee’s origination approval 
agreement, in accordance with para-
graph (e) of this section. 

(vi) Effects of termination. (A) Termi-
nation of origination approval agreement. 
If a mortgagee’s origination approval 
agreement is terminated, it may not 
originate single family insured mort-
gages unless the origination approval 
agreement is reinstated by the Sec-
retary in accordance with paragraph 
(e) of this section, notwithstanding any 
other provision of this part except 
§ 202.3(c)(2)(vii)(A). 

(B) Termination of direct endorsement 
approval. If a mortgagee’s direct en-
dorsement approval is terminated, it 
may not underwrite single family in-
sured mortgages for the area(s) identi-
fied in the termination notice, unless 
the direct endorsement approval is re-
instated by the Secretary in accord-
ance with paragraph (e) of this section, 
notwithstanding any other provision of 
this part except § 202.3(c)(2)(vii)(A). 

(vii) Rights and obligations in the event 
of termination. Termination of the 
origination approval agreement and/or 
direct endorsement approval shall not 
affect: 

(A) The eligibility of the mortgage 
for insurance, absent fraud or mis-
representation, if the mortgagor and 
all terms and conditions of the mort-
gage had been approved before the ter-
mination by the Direct Endorsement or 
Lender Insurance mortgagee or were 
covered by a firm commitment issued 
by the Secretary; however, no other 
mortgages originated or underwritten 
after the date of termination by the 
mortgagee shall be insured unless the 
mortgagee’s origination approval 
agreement and/or direct endorsement 
approval is reinstated by the Sec-
retary; 

(B) The right of a mortgagee whose 
direct endorsement approval has been 
terminated to transfer cases to another 
mortgagee with direct endorsement ap-
proval for the area covered by the ter-
mination. 

(C) A mortgagee’s obligation to con-
tinue to pay insurance premiums and 
meet all other obligations, including 
servicing, associated with insured 
mortgages; 

(D) A mortgagee’s right to apply for 
reinstatement of the origination ap-
proval agreement and/or direct en-
dorsement approval in accordance with 
paragraph (e) of this section; or 

(E) A mortgagee’s right to purchase 
insured mortgages or to service its own 
portfolio or the portfolios of other 
mortgagees with which it has a serv-
icing contract. 

(d) Withdrawal and suspension of ap-
proval. Lender or mortgagee approval 
may be suspended or withdrawn by the 
Mortgagee Review Board as provided in 
part 25 of this title. 

(e) Reinstatement—(1) General. A 
mortgagee whose origination approval 
agreement and/or direct endorsement 
approval has been terminated under 
paragraph (c) of this section may apply 
for reinstatement if: 

(i) The origination approval agree-
ment and/or direct endorsement ap-
proval for the affected branch or 
branches has been terminated for at 
least six months; and 

(ii) The mortgagee continues to be an 
approved mortgagee meeting the gen-
eral standards of § 202.5 and the specific 
requirements of §§ 202.6, 202.7, 202.8 or 
202.10, and 202.12. 
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(2) Application for reinstatement. The 
mortgagee’s application for reinstate-
ment must: 

(i) Be in a format prescribed by the 
Secretary and signed by the mort-
gagee; 

(ii) Be accompanied by an inde-
pendent analysis of the terminated of-
fice’s operations and identifying the 
underlying cause of the mortgagee’s 
unacceptable default and claim rate. 
The independent analysis must be pre-
pared by an independent Certified Pub-
lic Accountant (CPA) qualified to per-
form audits under the government au-
diting standards issued by the General 
Accounting Office; and 

(iii) Be accompanied by a corrective 
action plan addressing each of the 
issues identified in the independent 
analysis described in paragraph 
(e)(2)(ii) of this section, along with evi-
dence demonstrating that the mort-
gagee has implemented the corrective 
action plan. 

(3) HUD action on reinstatement appli-
cation. The Secretary will grant the 
mortgagee’s application for reinstate-
ment if the mortgagee’s application is 
complete and the Secretary determines 
that the underlying causes for the ter-
mination have been satisfactorily rem-
edied. 

[62 FR 20082, Apr. 24, 1997, as amended at 62 
FR 30225, June 2, 1997; 62 FR 65181, Dec. 10, 
1997; 69 FR 75807, Dec. 17, 2004; 75 FR 20731, 
Apr. 20, 2010; 78 FR 57060, Sept. 17, 2013] 

§ 202.4 Request for determination of 
compliance. 

Pursuant to section 539(a) of the Act, 
any person may file a request that the 
Secretary determine whether a lender 
or mortgagee is in compliance with 
§ 202.12(a) or with provisions of this 
chapter implementing sections 223(a)(7) 
and 535 of the Act such as §§ 201.10(g), 
203.18d and 203.43(c)(5) of this chapter 
(only section 535 applies to lenders). 
The request for determination shall be 
made to the following address: Depart-
ment of Housing and Urban Develop-
ment, Office of Lender Activities and 
Program Compliance, 451 Seventh 
Street SW., Washington, DC, 20410. The 
Secretary shall inform the requestor of 
the disposition of the request. The Sec-
retary shall publish in the FEDERAL 
REGISTER the disposition of any case 

referred by the Secretary to the Mort-
gagee Review Board. 

§ 202.5 General approval standards. 

To be approved for participation in 
the Title I or Title II programs, and to 
maintain approval, a lender or mort-
gagee shall meet and continue to meet 
the general requirements of paragraphs 
(a) through (n) of this section (except 
as provided in § 202.10(b)) and the re-
quirements for one of the eligible class-
es of lenders or mortgagees in §§ 202.6 
through 202.10. 

(a) Business form. (1) The lender or 
mortgagee shall be a corporation or 
other chartered institution, a perma-
nent organization having succession, or 
a partnership. A partnership must 
meet the requirements of paragraphs 
(a)(1)(i) through (iv) of this section. 

(i) Each general partner must be a 
corporation or other chartered institu-
tion consisting of two or more persons. 

(ii) One general partner must be des-
ignated as the managing general part-
ner. The managing general partner 
shall comply with the requirements of 
paragraphs (b), (c), and (f) of this sec-
tion. The managing general partner 
must have as its principal activity the 
management of one or more partner-
ships, all of which are mortgage lend-
ers or property improvement or manu-
factured home lenders, and must have 
exclusive authority to deal directly 
with the Secretary on behalf of each 
partnership. Newly admitted partners 
must agree to the management of the 
partnership by the designated man-
aging general partner. If the managing 
general partner withdraws or is re-
moved from the partnership for any 
reason, a new managing general part-
ner shall be substituted, and the Sec-
retary shall be immediately notified of 
the substitution. 

(iii) The partnership agreement shall 
specify that the partnership shall exist 
for the minimum term of years re-
quired by the Secretary. All insured 
mortgages and Title I loans held by the 
partnership shall be transferred to a 
lender or mortgagee approved under 
this part prior to the termination of 
the partnership. The partnership shall 
be specifically authorized to continue 
its existence if a partner withdraws. 
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(iv) The Secretary must be notified 
immediately of any amendments to the 
partnership agreement that would af-
fect the partnership’s actions under the 
Title I or Title II programs. 

(2) Use of business name. The lender or 
mortgagee must use its HUD-registered 
business name in all advertisements 
and promotional materials related to 
FHA programs. HUD-registered busi-
ness names include any alias or ‘‘doing 
business as’’ (DBA) on file with FHA. 
The lender or mortgagee must keep 
copies of all print and electronic adver-
tisements and promotional materials 
for a period of 2 years from the date 
that the materials are circulated or 
used to advertise. 

(3) Non-FHA-approved entities. A lend-
er or mortgagee that accepts a loan ap-
plication from a non-FHA-approved en-
tity must confirm that the entity’s 
legal name and Tax ID number are in-
cluded in the FHA loan origination sys-
tem record for the subject loan. The 
loan to be insured by FHA must be un-
derwritten by the FHA-approved lender 
or mortgagee. 

(b) Employees. The lender or mort-
gagee shall employ competent per-
sonnel trained to perform their as-
signed responsibilities in consumer or 
mortgage lending, including origina-
tion, servicing, and collection activi-
ties, and shall maintain adequate staff 
and facilities to originate and service 
mortgages or Title I loans, in accord-
ance with applicable regulations, to 
the extent the mortgagee or lender en-
gages in such activities. 

(c) Officers. All employees who will 
sign applications for mortgage insur-
ance on behalf of the mortgagee or re-
port loans for insurance shall be cor-
porate officers or shall otherwise be au-
thorized to bind the lender or mort-
gagee in the origination transaction. 
The lender or mortgagee shall ensure 
that an authorized person reports all 
originations, purchases, and sales of 
Title I loans or Title II mortgages to 
the Secretary for the purpose of ob-
taining or transferring insurance cov-
erage. 

(d) Escrows. The lender or mortgagee 
shall not use escrow funds for any pur-
pose other than that for which they 
were received. It shall segregate escrow 
commitment deposits, work comple-

tion deposits, and all periodic pay-
ments received under loans or insured 
mortgages on account of ground rents, 
taxes, assessments, and insurance 
charges or premiums, and shall deposit 
such funds with one or more financial 
institutions in a special account or ac-
counts that are fully insured by the 
Federal Deposit Insurance Corporation 
or the National Credit Union Adminis-
tration, except as otherwise provided 
in writing by the Secretary. 

(e) Servicing. A lender shall service or 
arrange for servicing of the loan in ac-
cordance with the requirements of 24 
CFR part 201. A mortgagee shall serv-
ice or arrange for servicing of the 
mortgage in accordance with the serv-
icing responsibilities contained in sub-
part C of 24 CFR part 203 and in 24 CFR 
part 207, with all other applicable regu-
lations contained in this title, and with 
such additional conditions and require-
ments as the Secretary may impose. 

(f) Business changes. The lender or 
mortgagee shall provide prompt notifi-
cation to the Secretary, in such form 
as prescribed by the Secretary, of: 

(1) All changes in its legal structure, 
including, but not limited to, mergers, 
terminations, name, location, control 
of ownership, and character of busi-
ness; and 

(2) Any officer, partner, director, 
principal, manager, supervisor, loan 
processor, loan underwriter, loan origi-
nator, of the lender or mortgagee, or 
the lender or mortgagee itself, that is 
subject to one or more of the sanctions 
in paragraph (j) of this section. 

(g) Financial statements. The lender or 
mortgagee shall: 

(1) Furnish to the Secretary a copy of 
its audited financial statements within 
90 days of its fiscal year end, except as 
provided in § 202.6(c); 

(2) Furnish such other information as 
the Secretary may request; and 

(3) Submit to an examination of that 
portion of its records that relates to its 
Title I and/or Title II program activi-
ties. 

(h) Quality control plan. The lender or 
mortgagee shall implement a written 
quality control plan, acceptable to the 
Secretary, that assures compliance 
with the regulations and other 
issuances of the Secretary regarding 
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loan or mortgage origination and serv-
icing. 

(i) Fees. The lender or mortgagee, un-
less approved under § 202.10, shall pay 
an application fee and annual fees, in-
cluding additional fees for each branch 
office authorized to originate Title I 
loans or submit applications for mort-
gage insurance, at such times and in 
such amounts as the Secretary may re-
quire. The Secretary may identify ad-
ditional classes or groups of lenders or 
mortgagees that may be exempt from 
one or more of these fees. 

(j) Ineligibility. For a lender or mort-
gagee to be eligible for FHA approval, 
neither the lender or mortgagee, nor 
any officer, partner, director, principal, 
manager, supervisor, loan processor, 
loan underwriter, or loan originator of 
the lender or mortgagee shall: 

(1) Be suspended, debarred, under a 
limited denial of participation (LDP), 
or otherwise restricted under 2 CFR 
part 2424 or 24 CFR part 25, or under 
similar procedures of any other federal 
agency; 

(2) Be indicted for, or have been con-
victed of, an offense that reflects ad-
versely upon the integrity, com-
petency, or fitness to meet the respon-
sibilities of the lender or mortgagee to 
participate in the Title I or Title II 
programs; 

(3) Be subject to unresolved findings 
as a result of HUD or other govern-
mental audit, investigation, or review; 

(4) Be engaged in business practices 
that do not conform to generally ac-
cepted practices of prudent mortgagees 
or that demonstrate irresponsibility; 

(5) Be convicted of, or have pled 
guilty or nolo contendere to, a felony re-
lated to participation in the real estate 
or mortgage loan industry: 

(i) During the 7-year period preceding 
the date of the application for licens-
ing and registration; or 

(ii) At any time preceding such date 
of application, if such felony involved 
an act of fraud, dishonesty, or a breach 
of trust or money laundering; 

(6) Be in violation of provisions of the 
Secure and Fair Enforcement (SAFE) 
Mortgage Licensing Act of 2008 (12 
U.S.C. 5101 et seq.) or any applicable 
provision of state law; or 

(7) Be in violation of any other re-
quirement established by the Sec-
retary. 

(k) Branch offices. A lender may, upon 
approval by the Secretary, maintain 
branch offices for the origination of 
Title I or Title II loans. A branch office 
of a mortgagee must be registered with 
the Department in order to originate 
mortgages or submit applications for 
mortgage insurance. The lender or 
mortgagee shall remain fully respon-
sible to the Secretary for the actions of 
its branch offices. 

(l) Conflict of interest and responsi-
bility. A mortgagee may not pay any-
thing of value, directly or indirectly, in 
connection with any insured mortgage 
transaction or transactions to any per-
son or entity if such person or entity 
has received any other consideration 
from the mortgagor, seller, builder, or 
any other person for services related to 
such transactions or related to the pur-
chase or sale of the mortgaged prop-
erty, except that consideration, ap-
proved by the Secretary, may be paid 
for services actually performed. The 
mortgagee shall not pay a referral fee 
to any person or organization. 

(m) Reports. Each lender and mort-
gagee must submit an annual certifi-
cation on a form prescribed by the Sec-
retary. Upon application for approval 
and with each annual recertification, 
each lender and mortgagee must sub-
mit a certification that it has not been 
refused a license and has not been sanc-
tioned by any state or states in which 
it will originate insured mortgages or 
Title I loans. In addition, each mort-
gagee shall file the following: 

(1) An audited or unaudited financial 
statement, within 30 days of the end of 
each fiscal quarter in which the mort-
gagee experiences an operating loss of 
20 percent of its net worth, and until 
the mortgagee demonstrates an oper-
ating profit for 2 consecutive quarters 
or until the next recertification, 
whichever is the longer period; and 

(2) A statement of net worth within 
30 days of the commencement of vol-
untary or involuntary bankruptcy, 
conservatorship, receivership, or any 
transfer of control to a federal or state 
supervisory agency. 

(n) Net worth—(1) Applicability. The 
requirements of this section apply to 
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approved supervised and nonsupervised 
lenders and mortgagees under § 202.6 
and § 202.7, and approved investing 
lenders and mortgagees under § 202.9. 
For ease of reference, these institu-
tions are referred to as ‘‘approved lend-
ers and mortgagees’’ for purposes of 
this section. The requirements of this 
section also apply to applicants for 
FHA approval under §§ 202.6, 202.7, and 
202.9. For ease of reference, these enti-
ties are referred to as ‘‘applicants’’ for 
purposes of this section. 

(2) Phased-in net worth requirements 
for 2010 and 2011—(i) Applicants. Effec-
tive on May 20, 2010, applicants shall 
comply with the net worth require-
ments set forth in paragraph (n)(2)(iii) 
of this section. 

(ii) Approved mortgagees. Effective on 
May 20, 2011, each approved lender or 
mortgagee with FHA approval as of 
May 20, 2010 shall comply with the net 
worth requirements set forth in para-
graphs (n)(2)(iii) or (n)(2)(iv) of this sec-
tion, as applicable. 

(iii) Net worth requirements for non- 
small businesses. Each approved lender 
or mortgagee that exceeds the size 
standard for its industry classification 
established by the Small Business Ad-
ministration at 13 CFR 121.201 Sector 52 
(Finance and Insurance), Subsector 522 
(Credit Intermediation and Related Ac-
tivities) shall have a required min-
imum net worth of not less than 
$1,000,000. No less than 20 percent of the 
approved lender or mortgagee’s re-
quired minimum net worth must be liq-
uid assets consisting of cash or its 
equivalent acceptable to the Secretary. 

(iv) Net worth requirements for small 
businesses. Each approved lender or 
mortgagee that meets the size standard 
for its industry classification estab-
lished by the Small Business Adminis-
tration at 13 CFR 121.201 Sector 52 (Fi-
nance and Insurance), Subsector 522 
(Credit Intermediation and Related Ac-
tivities) shall have a required min-
imum net worth of not less than 
$500,000. No less than 20 percent of the 
approved lender or mortgagee’s re-
quired minimum net worth must be liq-
uid assets consisting of cash or its 
equivalent acceptable to the Secretary. 
If, based on the audited financial state-
ment or other financial report that is 
required to be prepared at the end of 

its fiscal year and provided to HUD at 
the commencement of the new fiscal 
year, an approved lender or mortgagee 
no longer meets the Small Business 
Administration size standard for its in-
dustry classification, the approved 
lender or mortgagee shall meet the net 
worth requirements set forth in para-
graph (n)(2)(iii) of this section for a 
non-small business approved lender or 
mortgagee by the last day of the fiscal 
year in which the audited financial 
statement or other financial report, as 
applicable, was submitted. 

(3) Net worth requirements for 2013 and 
subsequent years. Effective May 20, 2013: 

(i) Irrespective of size, each applicant 
and each approved lender or mort-
gagee, for participation solely under 
the FHA single family programs, shall 
have a net worth of not less than $1 
million, plus an additional net worth of 
one percent of the total volume in ex-
cess of $25 million of FHA single family 
insured mortgages originated, under-
written, purchased, or serviced during 
the prior fiscal year, up to a maximum 
required net worth of $2.5 million. No 
less than 20 percent of the applicant’s 
or approved lender or mortgagee’s re-
quired net worth must be liquid assets 
consisting of cash or its equivalent ac-
ceptable to the Secretary. 

(ii) Multifamily net worth requirements. 
Irrespective of size, each applicant for 
approval and each approved lender or 
mortgagee for participation solely 
under the FHA multifamily programs 
shall have a minimum net worth of not 
less than $1 million. For those multi-
family approved lenders or mortgagees 
that also engage in mortgage servicing, 
an additional net worth of one percent 
of the total volume in excess of $25 mil-
lion of FHA multifamily mortgages 
originated, purchased, or serviced dur-
ing the prior fiscal year, up to a max-
imum required net worth of $2.5 mil-
lion, is required. For multifamily ap-
proved lenders or mortgagees that do 
not perform mortgage servicing, an ad-
ditional net worth of one half of one 
percent of the total volume in excess of 
$25 million of FHA multifamily mort-
gages originated during the prior fiscal 
year, up to a maximum required net 
worth of $2.5 million, is required. No 
less than 20 percent of the applicant’s 
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or approved lender’s or mortgagee’s re-
quired net worth must be liquid assets 
consisting of cash or its equivalent ac-
ceptable to the Secretary. 

(iii) Dual participation net worth re-
quirements. Irrespective of size, each ap-
plicant for approval and each approved 
lender or mortgagee that is a partici-
pant in both FHA single-family and 
multifamily programs must meet the 
net worth requirements as set forth in 
paragraph (n)(3)(i) of this section. 

[75 FR 20732, Apr. 20, 2010; 75 FR 23582, May 4, 
2010; 77 FR 51468, Aug. 24, 2012; 78 FR 57060, 
Sept. 17, 2013] 

Subpart B—Classes of Lenders 
and Mortgagees 

§ 202.6 Supervised lenders and mortga-
gees. 

(a) Definition. A supervised lender or 
mortgagee is a financial institution 
that is a member of the Federal Re-
serve System or an institution whose 
accounts are insured by the Federal 
Deposit Insurance Corporation or the 
National Credit Union Administration. 
A supervised mortgagee may submit 
applications for mortgage insurance. A 
supervised lender or mortgagee may 
originate, purchase, hold, service or 
sell loans or insured mortgages, respec-
tively. 

(b) Additional requirements. In addi-
tion to the general approval require-
ments in § 202.5, a supervised lender or 
mortgagee shall meet the following re-
quirements: 

(1) Net worth. The net worth require-
ments appear in § 202.5(n). 

(2) Notification. A lender or mortgagee 
shall promptly notify the Secretary in 
the event of termination of its super-
vision by its supervising agency. 

(3) Fidelity bond. A Title II mortgagee 
shall have fidelity bond coverage and 
errors and omissions insurance accept-
able to the Secretary and in an amount 
required by the Secretary, or have al-
ternative insurance coverage, approved 
by the Secretary, that assures the 
faithful performance of the responsibil-
ities of the mortgagee. 

(4) Audit report. Except as provided in 
paragraph (c) of this section, a lender 
or mortgagee must: 

(i) Comply with the financial report-
ing requirements in 24 CFR part 5, sub-

part H. Audit reports shall be based on 
audits performed by a certified public 
accountant, or by an independent pub-
lic accountant licensed by a regulatory 
authority of a State or other political 
subdivision of the United States on or 
before December 31, 1970, and shall in-
clude: 

(A) Financial statements in a form 
acceptable to the Secretary, including 
a balance sheet and a statement of op-
erations and retained earnings, a state-
ment of cash flows, an analysis of the 
lender’s or mortgagee’s net worth ad-
justed to reflect only assets acceptable 
to the Secretary, and an analysis of es-
crow funds; and 

(B) Such other financial information 
as the Secretary may require to deter-
mine the accuracy and validity of the 
audit report. 

(ii) Submit a report on compliance 
tests prescribed by the Secretary. 

(c) Financial statement requirements for 
small supervised lenders and mortgagees— 
(1) Definitions. For the purposes of this 
section, the following definitions 
apply: 

(i) Federal banking agency means the 
Board of Governors of the Federal Re-
serve System; the Federal Deposit In-
surance Corporation; and the National 
Credit Union Administration; or any 
successor agency thereof. 

(ii) Small supervised lender or mort-
gagee means a supervised lender or 
mortgagee possessing consolidated as-
sets below the threshold for required 
audited financial reporting as estab-
lished by the federal banking agency 
that is responsible for the oversight of 
that supervised lender or mortgagee. 

(2) Financial statement requirements. 
Small supervised lenders and mortga-
gees shall not be subject to the require-
ment to submit a copy of an audited fi-
nancial statement under § 202.5(g) and 
the audit report requirements under 
paragraph (b)(4) of this section. Small 
supervised lenders and mortgagees are 
required, within 90 days of their fiscal 
year end, to furnish to the Secretary 
the unaudited financial regulatory re-
port—a consolidated or fourth quarter 
Report of Condition and Income (Fed-
eral Financial Institutions Examina-
tion Council forms 031 and 041, also 
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(e) Maximum time period of removal. 
The maximum time period for removal 
from the Roster is 12 months from the 
effective date of removal for all re-
moved counselors. A counselor who has 
been removed must apply for reinstate-
ment on the Roster. 

(f) Placement on the Roster after re-
moval. A counselor who has been re-
moved from the Roster must apply for 
reinstatement on the Roster (in ac-
cordance with § 206.304) after the period 
of the counselor’s removal from the 
Roster has expired. FHA may require 
the counselor to retake and pass the 
HECM exam for reinstatement when 
the reason for removal from the Roster 
was particularly egregious. Typically, 
the counselor will not be required to 
take and pass the HECM exam; how-
ever, FHA must be ensured by the 
counselor that the HECM counseling 
requirements are understood and will 
be followed. An application from a 
counselor for reinstatement on the 
Roster will be rejected if the period of 
the counselor’s removal from the Ros-
ter has not expired. 

(g) Voluntary removal. A HECM coun-
selor will be removed from the Roster 
upon FHA’s receipt of a written re-
quest from the counselor. 

(h) Other action. Nothing in this sec-
tion prohibits HUD from taking such 
other action against a HECM counselor 
or from seeking any other remedy 
against a counselor available to HUD 
by statute or other authority. 

§ 206.308 Continuing education re-
quirements of counselors listed on 
the HECM Counselor Roster. 

A HECM counselor listed on the Ros-
ter must receive, on a continuing basis, 
training, education, and technical as-
sistance related to HECMs. The HECM 
counselor must maintain evidence of 
the successful completion of such con-
tinuing education, and such evidence 
must be made available to FHA upon 
request. FHA will consider a HECM 
counselor’s successful completion of a 
HECM course no less than once every 2 
years as satisfying the requirements of 
this section. 

PART 207—MULTIFAMILY HOUSING 
MORTGAGE INSURANCE 

Subpart A—Eligibility Requirements 

Sec. 
207.1 Eligibility requirements. 

Subpart B—Contract Rights and 
Obligations 

207.251 Definitions. 

PREMIUMS 

207.252 First, second and third premiums. 
207.252a Premiums—operating loss loans. 
207.252b Premiums—mortgages insured pur-

suant to section 223(f) of the Act. 
207.252c Premiums—mortgages insured pur-

suant to Section 238(c) of the Act. 
207.252d Mortgagee’s late charge. 
207.252e Method of payment of mortgage in-

surance premiums. 
207.253 Termination by prepayment and vol-

untary termination. 
207.253a Termination of insurance contract 
207.254 Changes in premiums; manner of 

publication. 

RIGHTS AND DUTIES OF MORTGAGEE UNDER 
THE CONTRACT OF INSURANCE 

207.255 Defaults for purposes of insurance 
claim. 

207.256 Notice to the Commissioner of de-
fault. 

207.256a Reinstatement of defaulted mort-
gage. 

207.256b Modification of mortgage terms. 
207.257 Commissioner’s right to require ac-

celeration. 
207.258 Insurance claim requirements. 
207.258a Title requirements. 
207.258b Partial payment of claim. 
207.259 Insurance benefits. 
207.259a Waiver of title objection; mort-

gages formerly Commissioner-held. 
207.260 Maintenance and inspection of prop-

erty. 
207.261 Capturing excess bond proceeds. 

RIGHTS IN HOUSING FUND 

207.263 Responsibility for servicing. 

AMENDMENTS 

207.499 Effect of amendments. 

AUTHORITY: 12 U.S.C. 1701z–11(e), 1709(c)(1), 
1713, 1715(b), and 1735d; 42 U.S.C. 3535(d). 

SOURCE: 36 FR 24537, Dec. 22, 1971, unless 
otherwise noted. 
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Subpart A—Eligibility 
Requirements 

§ 207.1 Eligibility requirements. 
The eligibility requirements set forth 

in 24 CFR part 200, subpart A, apply to 
multifamily project mortgages insured 
under section 207 of the National Hous-
ing Act (12 U.S.C. 1713), as amended. 

[61 FR 14405, Apr. 1, 1996] 

Subpart B—Contract Rights and 
Obligations 

§ 207.251 Definitions. 
As used in this subpart: 
(a) The term Commissioner means the 

Federal Housing Commissioner. 
(b) The term act means the National 

Housing Act, as amended. 
(c) The term mortgage means such a 

first lien upon real estate and other 
property as is commonly given to se-
cure advances on, or the unpaid pur-
chase price of, real estate under the 
laws of the State, district or territory 
in which the real estate is located, to-
gether with the credit instrument or 
instruments, if any, secured thereby. 
In any instance where an operating 
loss loan is involved, the term shall in-
clude both the original mortgage and 
the instrument securing the operating 
loss loan. 

(d) The term insured mortgage means 
a mortgage which has been insured by 
the endorsement of the credit instru-
ment by the Commissioner, or his duly 
authorized representative. 

(e) The term contract of insurance 
means the agreement evidenced by 
such endorsement and includes the 
terms, conditions and provisions of this 
part and of the National Housing Act. 

(f) The term mortgagor means the 
original borrower under a mortgage 
and its successors and such of its as-
signs as are approved by the Commis-
sioner. 

(g) The term mortgagee means the 
original lender under a mortgage its 
successors and such of its assigns as 
are approved by the Commissioner, and 
includes the holders of the credit in-
struments issued under a trust inden-
ture, mortgage or deed of trust pursu-
ant to which such holders act by and 
through a trustee therein named. 

PREMIUMS 

§ 207.252 First, second and third pre-
miums. 

The mortgagee, upon the initial en-
dorsement of the mortgage for insur-
ance, shall pay to the Commissioner a 
first mortgage insurance premium 
equal to not less than one-fourth of one 
percent nor more than one percent as 
the Secretary shall determine of the 
original face amount of the mortgage. 
The specific premium to be charged 
will be set forth in FEDERAL REGISTER 
notice. 

(a) If the date of the first principal 
payment is more than one year fol-
lowing the date of such initial insur-
ance endorsement, the mortgagee, 
upon the anniversary of such insurance 
date, shall pay a second premium equal 
to not less than one-fourth of one per-
cent nor more than one percent as the 
Secretary shall determine of the origi-
nal face amount of the mortgage. On 
the date of the first principal payment, 
the mortgagee shall pay a third pre-
mium equal to not less than one-fourth 
of one percent nor more than one per-
cent of the average outstanding prin-
cipal obligation of the mortgage for 
the following year which shall be ad-
justed so as to accord with such date 
and so that the aggregate of the said 
three premiums shall equal the sum of: 

(1) One percent of the average out-
standing principal obligation of the 
mortgage for the year following the 
date of initial insurance endorsement; 
and 

(2) Not less than one-fourth of one 
percent nor more than one percent per 
annum as the Secretary shall deter-
mine of the average outstanding prin-
cipal obligation of the mortgage for 
the period from the first anniversary of 
the date of initial insurance endorse-
ment to one year following the date of 
the first principal payment. 

(b) If the date of the first principal 
payment is one year, or less than one 
year following the date of such initial 
insurance endorsement, the mortgagee, 
upon such first principal payment date, 
shall pay a second premium equal to 
not less than one-fourth of one percent 
nor more than one percent as the Sec-
retary shall determine of the average 
outstanding principal obligation of the 
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mortgage for the following year which 
shall be adjusted so as to accord with 
such date and so that the aggregate of 
the said two premiums shall equal the 
sum of: 

(1) One percent per annum of the av-
erage outstanding principal obligation 
of the mortgage for the period from the 
date of initial insurance endorsement 
to the date of first principal payment; 
and 

(2) Not less than one-fourth of one 
percent nor more than one percent as 
the Secretary shall determine of the 
average outstanding principal obliga-
tion of the mortgage for the year fol-
lowing the date of the first principal 
payment. 

(c) Where the credit instrument is 
initially and finally endorsed for insur-
ance pursuant to a Commitment to In-
sure Upon Completion, the mortgagee 
on the date of the first principal pay-
ment shall pay a second premium equal 
to not less than one-fourth of one per-
cent nor more than one percent as the 
Secretary shall determine of the aver-
age outstanding principal obligation of 
the mortgage for the year following 
such first principal payment date 
which shall be adjusted so as to accord 
with such date and so that the aggre-
gate of the said two premiums shall 
equal the sum of not less than one- 
fourth of one percent nor more than 
one percent per annum as the Sec-
retary shall determine of the average 
outstanding principal obligation of the 
mortgage for the period from the date 
of the insurance endorsement to one 
year following the date of the first 
principal payment. 

(d) Until the mortgage is paid in full, 
or until receipt by the Commissioner of 
an application for insurance benefits, 
or until the contract of insurance is 
otherwise terminated with the consent 
of the Commissioner, the mortgagee, 
on each anniversary of the date of the 
first principal payment, shall pay an 
annual mortgage insurance premium 
equal to not less than one-fourth of one 
percent nor more than one percent as 
the Secretary shall determine of the 
average outstanding principal obliga-
tion of the mortgage for the year fol-
lowing the date on which such pre-
mium becomes payable. 

(e) The premiums payable on and 
after the date of the first principal pay-
ment shall be calculated in accordance 
with the amortization provisions with-
out taking into account delinquent 
payments or prepayments. 

(f) Premiums shall be payable in cash 
or in debentures at par plus accrued in-
terest. All premiums are payable in ad-
vance and no refund can he made of 
any portion thereof except as herein-
after provided in this subpart. 

(g) Any change in mortgage insur-
ance premiums pursuant to this sec-
tion will apply to new commitments 
issued or reissued on or after August 1, 
2001 and any notice setting mortgage 
insurance premiums issued pursuant to 
this section. 

[66 FR 35072, July 2, 2001] 

§ 207.252a Premiums—operating loss 
loans. 

(a) The mortgagee, upon the insur-
ance endorsement of the increase loan 
credit instrument covering the oper-
ating loss loan, shall pay to the Com-
missioner a first mortgage insurance 
premium of not less than one-fourth of 
one percent nor more than one percent 
as the Secretary shall determine of the 
original amount of the loan. 

(b) The provisions of paragraphs (d), 
(e), (f) and (g) of Sec. 207.252 shall apply 
to operating loss loans. 

[66 FR 35073, July 2, 2001] 

§ 207.252b Premiums—mortgages in-
sured pursuant to section 223(f) of 
the Act. 

(a) The mortgagee, upon the initial- 
final endorsement of the mortgage for 
insurance pursuant to a Commitment 
to Insure Upon Completion issued in 
accordance with § 207.32a, shall pay to 
the Commissioner a first mortgage in-
surance premium equal to one percent 
of the original face amount of the 
mortgage. 

(b) The mortgagee, on the date of the 
first principal payment, shall pay a 
second premium equal to one percent 
of the average outstanding principal 
obligation of the mortgage for the year 
following such first principal payment 
date which shall be adjusted as of that 
date so that the aggregate of the first 
and second premiums shall equal the 
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sum of one percent per annum of the 
average outstanding principal obliga-
tion of the mortgage for the period 
from the date of the insurance endorse-
ment to one year following the date of 
the first principal payment. 

(c) The provisions of paragraphs (d), 
(e) and (f) of § 207.252 shall apply to 
mortgages insured pursuant to section 
223(f) of the Act. 

[40 FR 10177, Mar. 5, 1975] 

§ 207.252c Premiums—mortgages in-
sured pursuant to section 238(c) of 
the Act. 

All of the provisions of §§ 207.252 and 
207.252a governing mortgage insurance 
premiums shall apply to mortgages in-
sured under this subpart pursuant to 
section 238(c) of the Act except that all 
mortgage insurance premiums due on 
such mortgages in accordance with 
§§ 207.252 and 207.252a shall be cal-
culated on the basis of one percent. 

[42 FR 59674, Nov. 18, 1977] 

§ 207.252d Mortgagee’s late charge. 
Mortgage insurance premiums which 

are paid to the Commissioner more 
than 15 days after the billing date or 
due date, whichever is later, shall in-
clude a late charge of 4 percent of the 
amount of the payment due, except 
that no late charge shall be required 
with respect to any case for which HUD 
fails to render a proper billing to the 
mortgagee. 

[43 FR 60154, Dec. 26, 1978, as amended at 44 
FR 23067, Apr. 18, 1979] 

§ 207.252e Method of payment of mort-
gage insurance premiums. 

In the cases that the Commissioner 
deems appropriate, the Commissioner 
may require, by means of instructions 
communicated to all affected mortga-
gees, that mortgage insurance pre-
miums be remitted electronically. 

[63 FR 1303, Jan. 8, 1998] 

§ 207.253 Termination by prepayment 
and voluntary termination. 

All rights under the insurance con-
tract and all obligations to pay future 
insurance premiums shall terminate on 
the following conditions: 

(a) Termination by prepayment. Notice 
of the prepayment in full of the mort-

gage or loan shall be given to the Com-
missioner, on a form prescribed by the 
Commissioner, within 30 days from the 
date of prepayment. The insurance con-
tract shall terminate, effective as of 
the date of prepayment. No adjusted 
premium charge shall be due the Com-
missioner on account of such termi-
nation by prepayment. 

(b) Termination by voluntary agree-
ment. Receipt by the Commissioner of a 
written request, by the mortgagor and 
mortgagee or lender for termination of 
the insurance on the mortgage or loan, 
on a form prescribed by the Commis-
sioner, accompanied by the original 
credit instrument for cancellation of 
the insurance endorsement and the re-
mittance of all sums to which the Com-
missioner is entitled. The termination 
shall become effective as of the date 
these requirements are met. No vol-
untary termination charge shall be due 
the Commissioner on account of such 
termination by voluntary agreement. 

(c) Upon termination of the mortgage 
or loan insurance contract by a pay-
ment in full or by a voluntary termi-
nation, the Commissioner shall refund 
to the mortgagee or lender for the ac-
count of the mortgagor or borrower an 
amount equal to the pro rata portion of 
the current annual mortgage insurance 
premium theretofore paid, which is ap-
plicable to the portion of the year sub-
sequent to (1) the date of the prepay-
ment or (2) the effective date of the 
voluntary termination of the contract 
of insurance. 

(d) Notwithstanding any provision in 
the mortgage instrument, this section 
shall apply to all mortgage or loan in-
surance contracts terminated by either 
prepayment or voluntary termination 
where: (1) The mortgage is prepaid in 
full or (2) the Commissioner receives a 
request for voluntary termination, on 
or after May 1, 1972. 

[37 FR 8662, Apr. 29, 1972] 

§ 207.253a Termination of insurance 
contract. 

(a) Reason for termination. The hap-
pening of any of the following events 
shall constitute an additional reason 
for terminating the contract of insur-
ance in cases where the mortga- gee 
has elected to convey the property to 
the Commissioner: 
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(1) The acquisition by the mortgagee 
of the mortgaged property without 
conveying it to the Commissioner. 

(2) The acquisition of the property at 
the foreclosure sale by a party other 
than the mortgagee. 

(3) The redemption of the property 
after foreclosure. 

(4) Notice given by the mortgagee 
after the foreclosure and during the re-
demption period that it will not tender 
the property to the Commissioner. 

(b) Notice of termination. No contract 
of insurance shall be terminated until 
the mortgagee has given written notice 
thereof to the Commissioner within 30 
days from the happening of any one of 
the events set forth in paragraph (a) of 
this section. 

(c) Effective termination date. The 
Commissioner shall notify the mort-
gagee that the contract of insurance 
has been terminated and the effective 
termination date. The termination 
shall be effective as of the date any one 
of the events set forth in paragraph (a) 
of this section occur. 

(d) Effect of termination. Upon termi-
nation of the contract of insurance the 
obligation to pay any subsequent MIP 
shall cease and all rights of the mort-
gagor and mortgagee shall be termi-
nated. 

[36 FR 24537, Dec. 22, 1971, as amended at 37 
FR 8662, Apr. 29, 1972] 

§ 207.254 Changes in premiums; man-
ner of publication. 

Notice of future premium changes 
will be published in the FEDERAL REG-
ISTER. The Department will propose 
MIP changes for multifamily mortgage 
insurance programs and provide a 30- 
day public comment period for the pur-
pose of accepting comments on wheth-
er the proposed changes are appro-
priate. After the comments have been 
considered, the Department will pub-
lish a final notice announcing the pre-
miums for each program and their ef-
fective date. The provisions of para-
graph (g) of 24 CFR 207.252 shall apply 
to any notice of future premium 
changes published pursuant to this sec-
tion. 

[66 FR 35073, July 2, 2001] 

RIGHTS AND DUTIES OF MORTGAGEE 
UNDER THE CONTRACT OF INSURANCE 

§ 207.255 Defaults for purposes of in-
surance claim. 

(a)(1) Except as provided in para-
graph (b) of this section, the following 
shall be considered a default under the 
terms of a mortgage insured under this 
subpart: 

(i) Failure of the mortgagor to make 
any payment due under the mortgage 
(also referred to as a ‘‘Monetary Event 
of Default’’ in certain mortgage secu-
rity instruments); or 

(ii) A material violation of any other 
covenant under the provisions of the 
mortgage, if because of such violation, 
the mortgagee has accelerated the 
debt, subject to any necessary HUD ap-
proval (also referred to as a ‘‘Covenant 
Event of Default’’ in certain mortgage 
security instruments). 

(2) For purposes of a mortgagee filing 
an insurance claim with the Commis-
sioner, the failure of the mortgagor to 
make any payment due under an oper-
ating loss loan or under the original 
mortgage shall be considered a default 
under both the operating loss loan and 
original mortgage. 

(3) If a default as defined in para-
graphs (a)(1) and (a)(2) of this section 
continues for a minimum period of 30 
days, the mortgagee shall be entitled 
to receive the benefits of the insurance 
provided for the mortgage, subject to 
the procedures in this subpart. 

(4) For the purposes of paragraph (a) 
of this section, the date of default shall 
be: 

(i) The date of the first failure to 
make a monthly payment that subse-
quent payments by the mortgagor are 
insufficient to cover when those subse-
quent payments are applied by the 
mortgagee to the overdue monthly 
payments in the order in which they 
became due; or 

(ii) The date of the first uncorrected 
violation of a covenant or obligation 
for which the mortgagee has acceler-
ated the debt. 

(5) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
on or after September 1, 2011, the regu-
lations of paragraph (a) of this section 
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shall apply, unless the mortgagor dem-
onstrates to the satisfaction of the 
Commissioner that financial hardship 
to the mortgagor would result from ap-
plication of the regulations in para-
graph (a) of this section due to the rea-
sonable expectations of the mortgagor 
that the transaction would close under 
the regulations in effect prior to Sep-
tember 1, 2011, in which case, the regu-
lations of paragraph (b) shall apply. 

(b)(1) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
before September 1, 2011, and for multi-
family project mortgages insured under 
section 232 of the Act (12 U.S.C. 1715w), 
and section 242 of the Act (12 U.S.C. 
1715z–7), the following shall be consid-
ered a default under the terms of a 
mortgage insured under this subpart: 

(i) Failure of the mortgagor to make 
any payment due under the mortgage; 
or 

(ii) Failure to perform any other cov-
enant under the provisions of the mort-
gage, if the mortgagee, because of such 
failure, has accelerated the debt. 

(2) In the case of an operating loss 
loan, the failure of the mortgagor to 
make any payment due under such 
loan or under the original mortgage 
shall be considered a default under 
both the loan and original mortgage. 

(3) If such defaults, as defined in 
paragraph (b) of this section, continue 
for a period of 30 days the mortgagee 
shall be entitled to receive the benefits 
of the insurance hereinafter provided. 

(4) Except for mortgages insured 
under section 232 of the Act, for the 
purposes of paragraph (b) of this sec-
tion, the date of default shall be con-
sidered as: 

(i) The date of the first uncorrected 
failure to perform a covenant or obli-
gation; or 

(ii) The date of the first failure to 
make a monthly payment which subse-
quent payments by the mortgagor are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they became due. 

(5) For mortgages insured under sec-
tion 232 of the Act, for purposes of this 
section, the date of default shall be 
considered as: 

(i) The first date on which the bor-
rower has failed to pay the debt when 

due as a result of the lender’s accelera-
tion of the debt because of the bor-
rower’s uncorrected failure to perform 
a covenant or obligation under the reg-
ulatory agreement or security instru-
ment; or 

(ii) The date of the first failure to 
make a monthly payment that subse-
quent payments by the borrower are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they become due. 

[76 FR 24370, May 2, 2011, as amended at 77 
FR 55135, Sept. 7, 2012] 

§ 207.256 Notice to the Commissioner 
of default. 

(a) If a default as defined in 
§ 207.255(a) or (b) is not cured within the 
grace period of 30 days provided under 
§ 207.255(a)(3) or (b)(3), the mortgagee 
must, within 30 days after the date of 
the end of the grace period, notify the 
Commissioner of the default, in the 
manner prescribed in 24 CFR part 200, 
subpart B. 

(b) The mortgagee must give notice 
to the Commissioner, in the manner 
prescribed in 24 CFR part 200, subpart 
B, of the mortgagor’s violation of any 
covenant, whether or not the mort-
gagee has accelerated the debt. 

[76 FR 24370, May 2, 2011] 

§ 207.256a Reinstatement of defaulted 
mortgage. 

If, after default and prior to the com-
pletion of foreclosure proceedings, the 
mortgagor cures the default, the insur-
ance shall continue on the mortgage as 
if a default had not occurred, provided 
the mortgagee gives notice of rein-
statement to the Commissioner, in the 
manner prescribed in 24 CFR part 200, 
subpart B. 

[76 FR 24370, May 2, 2011] 

§ 207.256b Modification of mortgage 
terms. 

(a) The mortgagor and the mortgagee 
may, with the approval of the Commis-
sioner, enter into an agreement that 
extends the time for curing a default 
under the mortgage or modifies the 
payment terms of the mortgage. 
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(b)(1) Except as provided in para-
graph (b)(2), the Commissioner’s ap-
proval of the type of agreement speci-
fied in paragraph (a) of this section 
shall not be given, unless the mort-
gagor agrees in writing that, during 
such period as the mortgage continues 
to be in default, and payments by the 
mortgagor to the mortgagee are less 
than the amounts required under the 
terms of the original mortgage, the 
mortgagor or mortgagee, as may be ap-
propriate in the particular situation, 
will hold in trust for disposition, as di-
rected by the Commissioner, all rents 
or other funds derived from the secured 
property that are not required to meet 
actual and necessary expenses arising 
in connection with the operation of 
such property, including amortization 
charges, under the mortgage. 

(2) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
before September 1, 2011, and for multi-
family project mortgages insured under 
section 232 of the Act (12 U.S.C. 1715w), 
and section 242 (12 U.S.C. 1715z–7), the 
Commissioner’s approval of the type of 
agreement specified in paragraph (a) of 
this section shall not be given unless 
the mortgagor agrees in writing that, 
during such period as payments to the 
mortgagee are less than the amounts 
required under the terms of the origi-
nal mortgage, the mortgagor will hold 
in trust for disposition as directed by 
the Commissioner all rents or other 
funds derived from the property which 
are not required to meet actual and 
necessary expenses arising in connec-
tion with the operation of such prop-
erty, including amortization charges, 
under the mortgage. 

(3) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
on or after September 1, 2011, the regu-
lations of paragraph (b)(1) of this sec-
tion shall apply, unless the mortgagor 
demonstrates to the satisfaction of the 
Commissioner that financial hardship 
to the mortgagor would result from ap-
plication of the regulations in para-
graph (b)(1) of this section due to the 
reasonable expectations of the mort-
gagor that the transaction would close 
under the regulations in effect prior to 
September 1, 2011, in which case, the 

regulations of paragraph (b)(2) shall 
apply. 

(c) The Commissioner may exempt a 
mortgagor from the requirement of 
paragraph (b) of this section in any 
case where the Commissioner deter-
mines that such exemption does not 
jeopardize the interests of the United 
States. 

[76 FR 24370, May 2, 2011] 

§ 207.257 Commissioner’s right to re-
quire acceleration. 

Upon receipt of notice of violation of 
a covenant, as provided for in 
§ 207.256(b), or otherwise being apprised 
of the violation of a covenant, the 
Commissioner reserves the right to re-
quire the mortgagee to accelerate pay-
ment of the outstanding principal bal-
ance due in order to protect the inter-
ests of the Commissioner. 

[76 FR 24371, May 2, 2011] 

§ 207.258 Insurance claim require-
ments. 

(a) Alternative election by mortgagee. 
(1) When the mortgagee becomes eligi-
ble to receive mortgage insurance ben-
efits pursuant to § 207.255(a)(3) or (b)(3), 
the mortgagee must, within 45 calendar 
days after the date of eligibility, such 
period is referred to as the ‘‘Eligibility 
Notice Period’’ for purposes of this sec-
tion, give the Commissioner notice of 
its intention to file an insurance claim 
and of its election either to assign the 
mortgage to the Commissioner, as pro-
vided in paragraph (b) of this section, 
or to acquire and convey title to the 
Commissioner, as provided in para-
graph (c) of this section. Notice of this 
election must be provided to the Com-
missioner in the manner prescribed in 
24 CFR part 200, subpart B. HUD may 
extend the Eligibility Notice Period at 
the request of the mortgagee under the 
following conditions: 

(i) The request must be made to and 
approved by HUD prior to the 45th day 
after the date of eligibility; and 

(ii) The approval of an extension 
shall in no way prejudice the mortga-
gee’s right to file its notice of its in-
tention to file an insurance claim and 
of its election either to assign the 
mortgage to the Commissioner or to 
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acquire and convey title to the Com-
missioner within the 45-day period or 
any extension prescribed by the Com-
missioner. 

(2) For mortgages funded with the 
proceeds of state or local bonds, Ginnie 
Mae mortgage-backed securities, par-
ticipation certificates, or other bond 
obligations specified by the Commis-
sioner (such as an agreement under 
which the insured mortgagee has ob-
tained the mortgage funds from third- 
party investors and has agreed in writ-
ing to repay such investors at a stated 
interest rate and in accordance with a 
fixed repayment schedule), any of 
which contains a lock-out or prepay-
ment premium, in the event of a de-
fault during the term of the prepay-
ment lock-out or prepayment pre-
mium, and for any mortgage insured 
under section 232 of the Act, the mort-
gagee must: 

(i) Request a 90-day extension of the 
deadline for filing the notice of the 
mortgagee’s intention to file an insur-
ance claim and the mortgagee’s elec-
tion to assign the mortgage or acquire 
and convey title in accordance with the 
mortgagee certificate, which HUD may 
further extend at the written request 
of the mortgagee; 

(ii) Assist the mortgagor in arrang-
ing refinancing to cure the default and 
avert an insurance claim, if the Com-
missioner grants the requested (or a 
shorter) extension of notice filing dead-
line; 

(iii) Report to the Commissioner at 
least monthly on any progress in ar-
ranging refinancing; 

(iv) Cooperate with the Commis-
sioner in taking reasonable steps in ac-
cordance with prudent business prac-
tices to avoid an insurance claim; 

(v) Require successors or assigns to 
certify in writing that they agree to be 
bound by these conditions for the re-
mainder of the term of the prepayment 
lock-out or prepayment premium; and 

(vi) After commencement of amorti-
zation of the refinanced mortgage, no-
tify HUD of a delinquency when a pay-
ment is not received by the 10th day 
after the date the payment is due. 

(3) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
on or after September 1, 2011, the regu-

lations of paragraph (a)(2) of this sec-
tion shall apply, unless the mortgagor 
demonstrates to the satisfaction of the 
Commissioner that financial hardship 
to the mortgagor would result from ap-
plication of the regulations in para-
graph (a)(2) of this section due to the 
reasonable expectations of the mort-
gagor that the transaction would close 
under the regulations in effect prior to 
September 1, 2011, in which case, the 
regulations of paragraph (a)(2) shall 
not apply. 

(4) Acknowledgment of election. For 
mortgages insured pursuant to section 
232 of the Act, if the lender provides 
notice to the Commissioner of its elec-
tion either to assign the mortgage to 
the Commissioner or to acquire and 
convey title to the Commissioner, the 
Commissioner shall, not later than 90 
calendar days after the expiration of 
the Eligibility Notice Period, as de-
fined in paragraph (a)(1) of this section, 
as the same may have been extended, 
acknowledge and accept, or reject for 
cause, pursuant to program require-
ments, the lender’s election, provided 
that the Commissioner may, in the 
Commissioner’s discretion, extend such 
90-day period by no more than an addi-
tional 90 calendar days if the Commis-
sioner determines that such an exten-
sion is in HUD’s interest. 

(b) Assignment of mortgage to Commis-
sioner— (1) Timeframe; request for exten-
sion. (i) If the mortgagee elects to as-
sign the mortgage to the Commis-
sioner, the mortgagee shall, at any 
time within 30 calendar days after the 
date HUD acknowledges the notice of 
election, file its application for insur-
ance benefits and assign to the Com-
missioner, in such manner as the Com-
missioner may require, any applicable 
credit instrument and the realty and 
chattel security instruments. 

(ii) The Commissioner may extend 
this 30-day period by written notice 
that a partial payment of insurance 
claim under § 207.258b is being consid-
ered. A mortgagee may consider failure 
to receive a notice of an extension ap-
proval by the end of the 30-day time pe-
riod a denial of the request for an ex-
tension. 

(iii) The extension shall be for such 
term, not to exceed 60 days, as the 
Commissioner prescribes; however, the 
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Commissioner’s consideration of a par-
tial payment of claim, or the Commis-
sioner’s request that a mortgagee ac-
cept partial payment of a claim in ac-
cordance with § 207.258b, shall in no way 
prejudice the mortgagee’s right to file 
its application for full insurance bene-
fits within either the 30-day period or 
any extension prescribed by the Com-
missioner. 

(iv) The requirements of paragraphs 
(b)(2) through (b)(6) of this section 
shall also be met by the mortgagee. 

(2) Notice of assignment. On the date 
the assignment of the mortgage is filed 
for record, the mortgagee must notify 
the Commissioner, in the manner pre-
scribed in 24 CFR part 200, subpart B, of 
such assignment, and must also notify 
the FHA Comptroller by telegram of 
such recordation. 

(3) Warranty of mortgagee. The assign-
ment shall be made without recourse 
or warranty, except that the mort-
gagee shall warrant that: 

(i) No act or omission of the mort-
gagee has impaired the validity and 
priority of the mortgage. 

(ii) The mortgage is prior to all me-
chanics’ and materialmen’s liens filed 
on record subsequent to the recording 
of the mortgage, regardless of whether 
such liens attached prior to the record-
ing date. 

(iii) The mortgage is prior to all liens 
and encumbrances which may have at-
tached or defects which may have aris-
en subsequent to the recording of the 
mortgage, except such liens or other 
matters as may be approved by the 
Commissioner. 

(iv) The amount stated in the instru-
ment of assignment is actually due 
under the mortgage and there are no 
offsets or counterclaims against such 
amount. 

(v) The mortgagee has a good right to 
assign the mortgage. 

(4) Chattel lien warranty. In assigning 
its security interest in chattels, includ-
ing materials, located on the premises 
covered by the mortgage, or its secu-
rity interest in building components 
stored either on-site or off-site at the 
time of the assignment, the mortgagee 
shall warrant that: 

(i) No act or omission of the mort-
gagee has impaired the validity or pri-

ority of the lien created by the chattel 
security instruments; and 

(ii) The mortgagee has a good right 
to assign the security instruments; and 

(iii) The chattel security instruments 
are a first lien on the items covered by 
the instruments except for such other 
liens or encumbrances as may be ap-
proved by the Commissioner. 

(5) Items delivered by mortgagee. The 
mortgagee shall deliver to the Commis-
sioner, within 45 days after the assign-
ment is filed for record, the items enu-
merated below: 

(i) An assignment of all claims of the 
mortgagee against the mortgagor or 
others arising out of the mortgage 
transaction. 

(ii) All policies of title or other in-
surance or surety bonds or other guar-
anties, and any and all claims there-
under, including evidence satisfactory 
to the Commissioner that the effective 
date of the original title coverage has 
been extended to include the assign-
ment of the mortgage to the Commis-
sioner. 

(iii) All records, ledger cards, docu-
ments, books, papers, and accounts re-
lating to the mortgage transaction. 

(iv) All property of the mortgagor 
held by the mortgagee or to which it is 
entitled (other than the cash items 
which are to be retained by the mort-
gagee) pursuant to paragraph (b)(5) of 
this section. 

(v) Any additional information or 
data which the Commissioner may re-
quire. 

(6) Disposition of cash items. The fol-
lowing cash items shall either be re-
tained by the mortgagee or delivered to 
the Commissioner in accordance with 
instructions to be issued by the Com-
missioner at the time the insurance 
claim is filed: 

(i) Any balance of the mortgage loan 
not advanced to the mortgagor. 

(ii) Any cash held by the mortgagee 
or its agents or to which it is entitled, 
including deposits made for the ac-
count of the mortgagor, and which 
have not been applied in reduction of 
the principal of the mortgage indebted-
ness. 

(iii) All funds held by the mortgagee 
for the account of the mortgagor re-
ceived pursuant to any other agree-
ment. 
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(iv) The amount of any undrawn bal-
ance under a letter of credit used in 
lieu of a cash deposit. 

(c) Conveyance of title to Commissioner. 
If the mortgagee elects to acquire and 
convey title to the Commissioner, the 
following requirements shall be met: 

(1) Alternative actions by mortgagee. At 
any time within a period of 30 days 
after the date of the notice of such 
election, the mortgagee shall take one 
of the alternative actions in paragraph 
(c) (2) or (3) of this section. 

(2) Foreclosure of mortgage. The mort-
gagee may elect to commence fore-
closure proceedings. If the laws of the 
State where the property is located do 
not permit institution of foreclosure 
within such 30-day period, foreclosure 
shall be commenced not less than 30 
days after such action can be taken. 
Under such proceedings, the mortgagee 
shall take one of the following actions: 

(i) Obtain possession of the mort-
gaged property and the income there-
from through the voluntary surrender 
thereof by the mortgagor. 

(ii) Institute and prosecute with rea-
sonable diligence, proceedings for the 
appointment of a receiver to manage 
the mortgaged property and collect in-
come therefrom. 

(iii) Proceed to exercise such other 
rights and remedies as may be avail-
able to it for the protection and preser-
vation of the mortgaged property and 
to obtain the income therefrom under 
the mortgage and the law of the par-
ticular jurisdiction. 

(iv) With the prior approval of the 
Commissioner, exercise the power of 
sale under a deed of trust. 

(3) Acquisition of title and possession. 
The mortgagee, with the approval of 
the Commissioner, may elect to ac-
quire possession of, and title to, the 
mortgaged property by means other 
than foreclosure. With the prior ap-
proval of the Commissioner, title may 
be transferred directly to the Commis-
sioner. 

(4) Notice of foreclosure. The mort-
gagee shall given written notice to the 
Commissioner within 30 days after the 
institution of foreclosure proceedings 
and shall exercise reasonable diligence 
in prosecuting such proceedings to 
completion. Any developments which 
might delay the consummation of such 

proceedings shall be promptly reported 
to the Commissioner. 

(5) Transfer by mortgagee. After ac-
quiring title to and possession of the 
property, the mortgagee shall (within 
30 days of such acquisition) transfer 
title and possession of the property to 
the Commissioner. The transfer shall 
be made in such manner as the Com-
missioner may require. On the date the 
deed is filed for record, the mortgagee 
shall notify the Commissioner on a 
form prescribed by him of the filing of 
such conveyance, and shall also notify 
the FHA Assistant Commissioner- 
Comptroller by telegram of such rec-
ordation. 

(6) Filing of deed and application. The 
mortgagee shall file its application for 
insurance benefits at the time of filing 
for record of the deed conveying the 
property to the Commissioner. 

(7) Deed covenants and documents. The 
deed conveying the property to the 
Commissioner shall contain covenants 
satisfactory to the Commissioner. The 
original deed shall be forwarded to the 
Commissioner as soon as received from 
the recording authority. The following 
documents shall be forwarded with the 
deed: 

(i) A bill of sale covering any per-
sonal property to which the mortgagee 
is entitled by reason of the mortgage 
transaction or by the acceptance of a 
deed in lieu of foreclosure. 

(ii) An assignment of all claims of 
the mortgagee against the mortgagor 
or others arising out of the mortgage 
transaction and out of the foreclosure 
proceedings or other means by which 
the property was acquired. 

(iii) An assignment of any claims on 
account of title insurance and fire or 
other hazard insurance, except claims 
which have been released with the 
prior approval of the Commissioner. 

(8) Title evidence. Evidence of title, 
satisfactory to the Commissioner and 
meeting the requirements of § 207.258a 
shall be furnished to the Commissioner 
(without expense to him) within 45 
days of the filing for record of the deed 
conveying the property to him. 

(9) Disposition of cash items. The provi-
sions of paragraph (b)(4) of this section, 
relating to the retention or delivery of 
cash items, shall be applicable to cases 
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involving the conveyance of property 
to the Commissioner. 

(Information collection requirements in 
paragraph (b) were approved by the Office of 
Management and Budget under control num-
ber 2535–0061) 

[36 FR 24537, Dec. 22, 1971, as amended at 44 
FR 8195, Feb. 8, 1979; 50 FR 38786, Sept. 25, 
1985; 51 FR 27838, Aug. 4, 1986; 64 FR 4770, Jan. 
29, 1999; 76 FR 24371, May 2, 2011; 77 FR 55135, 
Sept. 7, 2012] 

§ 207.258a Title requirements. 
(a) Form of title evidence. The title 

evidence submitted with a conveyance 
of the property to the Commissioner 
shall be in the form of an owner’s pol-
icy of title insurance, except that, if an 
abstract and attorney’s opinion were 
accepted by the Commissioner at the 
time of insurance, the title evidence 
may be in such form. The title evidence 
shall be effective on or after the date of 
the recording of the conveyance to the 
Commissioner. 

(b) Content of title evidence. To be sat-
isfactory to the Commissioner, the 
title evidence covering the property 
conveyed to him shall show the same 
title vested in the Commissioner as 
was vested in the mortgagor as of the 
date of the mortgage was filed for 
record, with the exception of such liens 
or other matters affecting the title as 
may be approved by the Commissioner. 

§ 207.258b Partial payment of claim. 
(a) Whenever the Commissioner re-

ceives notice under § 207.258 of a mort-
gagee’s intention to file an insurance 
claim and to assign the mortgage to 
the Commissioner, the Commissioner 
may request the mortgagee, in lieu of 
assignment, to accept partial payment 
of the claim under the mortgage insur-
ance contract and to recast the mort-
gage, under such terms and conditions 
as the Commissioner may determine. 

(b) The Commissioner may request 
the mortgagee to participate in a par-
tial payment of claim in lieu of assign-
ment only after a determination that 
partial payment would be less costy to 
the Federal government than other 
reasonable alternatives for maintain-
ing the low- and moderate-income 
character of the project. This deter-
mination shall be based upon the find-
ings listed below and such other find-

ings as the Commissioner deems appro-
priate: 

(1) The mortgagee is entitled, under 
§ 207.255, to assign the mortgage in ex-
change for the payment of insurance 
benefits; 

(2) The relief resulting from partial 
payment, when considered with other 
resources available to the project, 
would be sufficient to restore the fi-
nancial viability of the project; 

(3) The project is, or can at reason-
able cost be made, structurally sound; 

(4) The management of the project is 
satisfactory to the Commissioner; and 

(5) The default under the insured 
mortgage was beyond the control of 
the mortgagor. 

(c) Partial payment of a claim under 
this section shall be made only when: 

(1) The project is, or potentially 
could serve as, a low- and moderate-in-
come housing resource; 

(2) The property covered by the mort-
gage is free and clear of all liens other 
than the insured first mortgage and 
such other liens as the Commissioner 
may have approved; 

(3) The mortgagee has voluntarily 
agreed to accept partial payment of the 
insurance claim under the mortgage in-
surance contract and to recast the re-
maining mortgage amount under terms 
and conditions prescribed by the Com-
missioner; and 

(4) The mortgagor has agreed to 
repay to the Commissioner an amount 
equal to the partial payment, with the 
obligation secured by a second mort-
gage on the project containing terms 
and conditions prescribed by the Com-
missioner. The terms of the second 
mortgage will be determined on a case- 
by-case basis to assure that the esti-
mated project income will be sufficient 
to cover estimated operating expenses 
and debt service on the recast insured 
mortgage. The Commissioner may pro-
vide for postponed amortization of the 
second mortgage. 

(d) Payment of insurance benefits 
under this section shall be in cash. The 
Commissioner shall waive the deduc-
tion of one percent of the mortgage 
funds advanced to the mortgagor, pro-
vided for in § 207.259(b)(2)(iv), with re-
spect to a partial payment of a claim 
under this section. The items referred 
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to in § 207.258(b)(4) shall either be re-
tained by the mortgagee or delivered to 
the Commissioner in accordance with 
instructions to be issued by the Com-
missioner with respect to a partial pay-
ment of claim under this section. 

(e) Lenders receiving a partial pay-
ment of claim following the Commis-
sioner’s endorsement of the Mortgage 
for full insurance under parts 251, 252, 
or 255 of this chapter, will pay HUD a 
fee in an amount set forth through 
FEDERAL REGISTER notice. HUD, in its 
discretion, may collect this fee or de-
duct the fee from any payment it 
makes in the claim process. 

[50 FR 38786, Sept. 25, 1985, as amended at 61 
FR 49037, Sept. 17, 1996] 

§ 207.259 Insurance benefits. 
(a) Method of payment. (1) Upon either 

an assignment of the mortgage to the 
Commissioner or a conveyance of the 
property to the Commissioner in ac-
cordance with requirements in § 207.258, 
payment of an insurance claim shall be 
made in cash, in debentures, or in a 
combination of both, as determined by 
the Commissioner either at, or prior 
to, the time of payment. 

(2) An insurance claim paid on a 
mortgage insured under section 223(e) 
of the National Housing Act shall be 
paid in cash from the Special Risk In-
surance Fund. 

(b) Amount of payment; assignment of 
mortgage. If the mortgage is assigned to 
the Commissioner, the insurance bene-
fits shall be paid in an amount deter-
mined as follows: 

(1) By adding to the unpaid principal 
amount of the mortgage, computed as 
of the date of default, the following 
items: 

(i) The amount of all payments made 
by the mortgagee for taxes, special as-
sessments and water rates which are 
liens prior to the mortgage; for insur-
ance on the property; and for any 
mortgage insurance premiums paid 
after default. 

(ii) An allowance for reasonable pay-
ments made by the mortgagee, with 
the approval of the Commissioner, for 
the completion and preservation of the 
property. 

(iii) An amount equivalent to the de-
benture interest which would have 
been earned on the portion of the in-

surance benefits paid in cash, as of the 
date such cash payment is made, ex-
cept that when the mortgagee fails to 
meet any one of the applicable require-
ments of §§ 207.256 and 207.258 within 
the specified time and in a manner sat-
isfactory to the Commissioner (or 
within such further time as the Com-
missioner may approve in writing), the 
interest allowance in such cash pay-
ment shall be computed only to the 
date on which the particular required 
action should have been taken or to 
which it was extended. 

(2) By deducting from the total of the 
items computed under paragraph (b)(1) 
of this section, the following items: 

(i) Any amount received by the mort-
gagee on account of the mortgage after 
the date of default. 

(ii) Any net income received by the 
mortgagee from the property covered 
by the mortgage after the date of de-
fault. 

(iii) The sum of the cash items re-
tained by the mortgagee pursuant to 
§ 207.258(b)(6), except the balance of the 
mortgage loan not advanced to the 
mortgagor. 

(iv) An amount equivalent to 1 per-
cent of the mortgage funds advanced to 
the mortgagor and not repaid as of the 
date of default, except that all or part 
of the 1 percent may be waived by the 
Commissioner if, at his request and in 
lieu of foreclosure, the mortgage is as-
signed to the Secretary. 

(v) In the case of a lender receiving 
insurance benefits for the full Mort-
gage amount upon the Commissioner’s 
endorsement of the Mortgage for full 
insurance pursuant to 24 CFR parts 251, 
252, or 255, the amount of the fee set 
forth through FEDERAL REGISTER no-
tice. HUD may, in its discretion, col-
lect this fee rather than deducting the 
fee from the total of the items com-
puted under paragraph (b)(1) of this 
section. 

(vi) Except for multifamily project 
mortgages for which HUD issued a firm 
commitment for mortgage insurance 
before September 1, 2011, and for multi-
family project mortgages insured under 
section 232 of the Act (12 U.S.C. 1715w) 
and under section 242 of the Act (12 
U.S.C. 1715z–7), when there is a cov-
enant default as defined in 
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§ 207.255(a)(1)(ii) and a mortgagee re-
fuses to comply promptly with the 
Commissioner’s request to accelerate 
payment pursuant to § 207.257, an 
amount equal to the difference between 
the project’s market value as of the 
date of the Commissioner’s request and 
the project’s market value as of the 
date the mortgagee makes an election 
to assign the mortgage, or convey title 
to the project, as determined by ap-
praisal procedures established by the 
Commissioner. 

(vii) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
on or after September 1, 2011, the regu-
lations of paragraph (b)(2)(vi) of this 
section shall apply, unless the mort-
gagor demonstrates to the satisfaction 
of the Commissioner that financial 
hardship to the mortgagor would result 
from application of the regulations in 
paragraph (b)(2)(vi) of this section due 
to the reasonable expectations of the 
mortgagor that the transaction would 
close under the regulations in effect 
prior to September 1, 2011, in which 
case, the regulations of paragraph 
(b)(2)(vi) shall not apply. 

(c) Amount of payment; conveyance of 
property. If the property is conveyed to 
the Commissioner, the insurance bene-
fits shall be paid in an amount deter-
mined in accordance with paragraph (b) 
of this section, except that the item set 
forth in paragraph (b)(2)(iv) of this sec-
tion shall not be deducted. 

(d) Issuance of certificate of claim. In 
addition to the insurance benefits paid 
under paragraph (b) or (c) of this sec-
tion, a certificate of claim shall be 
issued to the mortgagee. 

(1) In the case of an assignment of 
the mortgage, the certificate shall be 
for an amount which the Commissioner 
determines to be sufficient, when added 
to the amount of the insurance benefits 
to equal the amount the mortgagee 
would have received if, on the date of 
assignment to the Commissioner, the 
mortgagor had paid in full all obliga-
tions under the mortgage. Where a con-
veyance is involved, there shall also be 
included in the certificate an allow-
ance in a reasonable amount for any 
necessary expenses incurred by the 
mortgagee in connection with the fore-
closure proceedings or the acquisition 

of the mortgaged property otherwise 
and in connection with the conveyance 
of the property to the Commissioner. 

(2) The certificate of claim shall pro-
vide for an uncompounded annual in-
terest increment of 3 percent to begin 
as of the date of either assignment or 
conveyance. 

(e) Issuance of debentures. Where de-
bentures are issued, they shall meet 
the following requirements: 

(1) Be issued as of the date of default. 
(2) Be registered as to principal and 

interest. 
(3) At the option of the Commissioner 

and with the approval of the Secretary 
of the Treasury, be redeemable at par 
plus accrued interest on any semi-
annual interest payment date on 3 
months’ notice of redemption given in 
such manner as the Commissioner shall 
prescribe. The debenture interest on 
the debentures called for redemption 
shall cease on the semiannual interest 
payment date designated in the call no-
tice. The Commissioner may include 
with the notice of redemption an offer 
to purchase the debentures at par plus 
accrued interest at any time during the 
period between the notice of redemp-
tion and the redemption date. If the de-
bentures are purchased by the Commis-
sioner after such call and prior to the 
named redemption date, the debenture 
interest shall cease on the date of pur-
chase. 

(4) Mature 20 years from the date 
thereof. 

(5) Be issued in such forms and 
amounts; and be subject to such terms 
and conditions; and include such provi-
sions for redemption, if any, as may be 
prescribed by the Secretary, with the 
approval of the Secretary of the Treas-
ury; and may be in book entry or cer-
tificated registered form, or such other 
form as the Secretary by regulation 
may prescribe. 

(6) Bear interest from the date of 
issue, payable semiannually on the 
first day of January and the first day 
of July of each year at the rate in ef-
fect as of the date the commitment was 
issued, or as of the date of initial insur-
ance endorsement of the mortgage, 
whichever rate is higher. The applica-
ble rates of interest will be published 
twice each year as a notice in the FED-
ERAL REGISTER. 
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(7) Debentures representing the por-
tion of the claim applicable to an oper-
ating loss loan shall bear interest at 
the rate in effect as of the date the 
commitment to insure such loan was 
issued, or as of the date of endorsement 
for insurance of such loan, whichever 
rate is the higher, although debentures 
representing the portion of the claim 
applicable to the original mortgage 
may bear interest at a different rate. 

(f) Mortgagee Time Limits for Supple-
mental Claims for Additional Insurance 
Benefits. A mortgagee may not file for 
any additional payments of its mort-
gage insurance claim more than six 
months after the date of final settle-
ment of the insurance claim by the 
Commissioner. For the purpose of this 
section, the term final settlement shall 
mean the payment of the insurance 
claim (in cash or debentures) or billing 
for any overpayment of a partial claim 
that is made by the Commissioner. 
Final settlement is based upon the sub-
mission by the mortgagee of all re-
quired documents and information pur-
suant to part 207 of this chapter. 

[36 FR 24537, Dec. 22, 1971, as amended at 41 
FR 45829, Oct. 18, 1976; 47 FR 26125, June 17, 
1982; 49 FR 24654, June 14, 1984; 51 FR 13142, 
Apr. 17, 1986; 51 FR 27838, Aug. 4, 1986; 57 FR 
55112, Nov. 24, 1992; 59 FR 49816, Sept. 30, 1994; 
61 FR 49038, Sept. 17, 1996; 71 FR 18153, Apr. 
10, 2006; 76 FR 24371, May 2, 2011; 80 FR 51468, 
Aug. 25, 2015] 

§ 207.259a Waiver of title objection; 
mortgages formerly Commissioner- 
held. 

If the Commissioner sells a mortgage 
and such mortgage is later reassigned 
to him in exchange for debentures or 
the property covered by such mortgage 
is later conveyed to him in exchange 
for debentures, the Commissioner will 
not object to title by reason of any lien 
or other adverse interest that was sen-
ior to the mortgage on the date of the 
original sale of such mortgage by the 
Commissioner. 

§ 207.260 Maintenance and inspection 
of property. 

As long as the mortgage is insured or 
held by the Commissioner, the mort-
gagor must maintain the insured 
project in accordance with the physical 
condition requirements in 24 CFR part 
5, subpart G; and the mortgagee must 

inspect the project in accordance with 
the physical inspection requirements 
in 24 CFR part 5, subpart G. 

[63 FR 46578, Sept. 1, 1998] 

§ 207.261 Capturing excess bond pro-
ceeds. 

(a) A mortgagee that finances multi-
family housing or healthcare facilities 
insured under Title II of the National 
Housing Act through the issuance and 
sale of bonds or bond anticipation 
notes and uses a project-specific trust 
indenture agreement, that clearly out-
lines the project and identifies by 
project the trust funds established by 
and administered in accordance with 
the terms of the trust indenture, shall: 

(1) Include the following clause in the 
trust indenture: In the event of an as-
signment or conveyance of the mort-
gage to the Commissioner, subsequent 
to the issuance of the bonds, all money 
remaining in all funds and accounts 
other than the rebate fund, and any 
other funds remaining under the trust 
indenture after payment or provision 
for payment of debt service on the 
bonds and the fees and expenses of the 
credit enhancer, issuer, trustee, and 
other such parties unrelated to the 
mortgagor (other than funds originally 
deposited by the mortgagor or related 
parties on or before the date of 
issuance of the bonds) shall be returned 
to the mortgagee. 

(2) Upon the Commissioner’s pay-
ment of an FHA mortgage insurance 
claim under § 207.259, the mortgagee 
shall take all legally-entitled actions 
to enforce the clause required by para-
graph (a)(1) of this section and pay the 
Commissioner any trust funds remain-
ing after discharge by the trustee of all 
obligations of the trust indenture, no 
later than 6 months after the date of 
the Commissioner’s final settlement of 
the FHA mortgage insurance claim. 

(b) For purposes of paragraph (a) of 
this section, the term ‘‘rebate fund’’ 
means a separate fund established 
under a contract or agreement for tax- 
exempt bonds in which amounts (excess 
interest earnings from the tax-exempt 
bonds) must be deposited to make re-
bate payments to the federal govern-
ment under the Internal Revenue Code. 

[79 FR 43933, July 29, 2014] 
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RIGHTS IN HOUSING FUND 

§ 207.263 Responsibility for servicing. 
After January 10, 1994, servicing of 

insured mortgages must be performed 
by a mortgagee which is approved by 
HUD to service insured mortgages. 

[57 FR 58350, Dec. 9, 1992] 

AMENDMENTS 

§ 207.499 Effect of amendments. 
The regulations in this subpart may 

be amended by the Commissioner at 
any time and from time to time, in 
whole or in part, but such amendment 
shall not adversely affect the interests 
of a mortgagee or lender under the con-
tract of insurance on any mortgage or 
loan already insured and shall not ad-
versely affect the interests of a mort-
gagee or lender on any mortgage or 
loan to be insured on which the Com-
missioner has made a commitment to 
insure. 

PART 208—ELECTRONIC TRANS-
MISSION OF REQUIRED DATA 
FOR CERTIFICATION AND RECER-
TIFICATION AND SUBSIDY BILL-
ING PROCEDURES FOR MULTI-
FAMILY SUBSIDIZED PROJECTS 

Sec. 
208.101 Purpose. 
208.104 Applicability. 
208.108 Requirements. 
208.112 Cost. 

AUTHORITY: 12 U.S.C. 1701s, 1715l, 1715z–1; 42 
U.S.C. 1437f and 3535(d). 

SOURCE: 58 FR 61022, Nov. 19, 1993, unless 
otherwise noted. 

§ 208.101 Purpose. 
The purpose of this part is to require 

owners of subsidized multifamily 
projects to electronically submit cer-
tain data to HUD for the programs list-
ed in § 208.104. This electronically sub-
mitted data is required by HUD Forms, 
Owner’s Certification of Compliance 
with Tenant’s Eligibility and Rent Pro-
cedure, Worksheets to Compute Tenant 
Payment/Rent (Form HUD–50059 and 
50059 Worksheets), and the Monthly 
Subsidy Billing Forms, Housing Own-
er’s Certification and Application for 
Housing Assistance Payments (HUD– 

52670), Schedule of Tenant Assistance 
Payments Due (HUD–52670A, Part 1), 
Schedule of section 8 Special Claims 
(HUD–52670A, Part 2), and Special 
Claims Worksheets, HUD–52671 A 
through D), as applicable. 

§ 208.104 Applicability. 

(a) This part applies to HUD adminis-
tered subsidized multifamily projects, 
either insured or non-insured, under: 

(1) The section 236 Interest Reduction 
and Rental Assistance Payments pro-
gram; 

(2) The section 8 Housing Assistance 
Payments Programs, including, but not 
limited to, section 8 Housing Assist-
ance Payments Programs for New Con-
struction (24 CFR part 880), section 8 
Housing Assistance Payments Program 
for Substantial Rehabilitation (24 CFR 
part 881), section 8 Housing Assistance 
Payments Program, New Construction 
Set-Aside for section 515 Rural Rental 
Housing Projects (24 CFR part 884); 
Loans for Housing for the Elderly or 
Handicapped (24 CFR part 885) and sec-
tion 8 Loan Management and Property 
Disposition Set-aside program (24 CFR 
part 886); 

(3) The section 221(d)(3) Below Mar-
ket Interest Rate Housing for Low and 
Moderate Income Mortgage Insurance 
program (24 CFR part 221); and 

(4) The section 101 Rent Supplement 
program (24 CFR part 215). 

(b) This part applies to those multi-
family projects having subsidy con-
tracts, either insured or non-insured, 
where State housing finance and devel-
opment agencies and other Public 
Housing Agencies are the subsidy con-
tract administrator under: 

(1) The section 236 Interest Reduction 
and Rental Assistance Payments pro-
gram (24 CFR part 236); 

(2) The section 8 Housing Assistance 
Payments Programs, including, but not 
limited to, section 8 Housing Assist-
ance Payments Program for New Con-
struction (24 CFR part 880), section 8 
Housing Assistance Payments Program 
for Substantial Rehabilitation (24 CFR 
part 881), and section 8 Housing Assist-
ance Payments Program, New Con-
struction Set-Aside for section 515 
Rural Rental Housing Projects (24 CFR 
part 884); 
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