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cash deposit equivalent to the undrawn 
balance of the letter of credit.

PROPERTY REQUIREMENTS

§ 200.70 Location and fee interest. 
The property must be held by an eli-

gible mortgagor, and must conform 
with requirements pertaining to prop-
erty location and fee or lease interests 
of the section of the Act under which 
the mortgage is insured.

§ 200.71 Liens. 
The project must be free and clear of 

all liens other than the insured mort-
gage, except that the property may be 
subject to an inferior lien as provided 
by terms and conditions established by 
the Commissioner for an inferior lien: 

(a) Made or held by a Federal, State 
or local government instrumentality; 

(b) Required in connection with: an 
operating loss loan insured pursuant to 
a section 223(d) of the Act; a supple-
mental loan insured pursuant to sec-
tion 241 of the Act; or a mortgage to 
purchase or refinance an existing 
project pursuant to section 223(f) of the 
Act; or 

(c) As otherwise provided by the 
Commissioner.

§ 200.72 Zoning, deed and building re-
strictions. 

The project when completed shall not 
violate any material zoning or deed re-
strictions applicable to the project 
site, and shall comply with all applica-
ble building and other governmental 
codes, ordinances, regulations and re-
quirements.

§ 200.73 Property development. 
(a) The property shall be suitable and 

principally designed for the intended 
use, as provided by the applicable sec-
tion of the Act under which the mort-
gage is insured, and have long-term 
marketability. Design, construction, 
substantial rehabilitation and repairs 
shall be in accordance with standards 
established by the Commissioner. 

(b) A project may include such com-
mercial and community facilities as 
the Commissioner deems acceptable. 

(c) The improvements shall con-
stitute a single project. Not less than 
five rental dwelling units or personal 

care units, 20 medical care beds, or 50 
manufactured home pads, shall be on 
one site, except that such limitations 
do not apply to group practice facili-
ties.

§ 200.74 Minimum property standards. 
The requirements set forth in sub-

part S of this part apply to these pro-
grams, except for hospitals insured 
under section 242 of the Act and group 
practice facilities insured under title 
XI of the Act.

§ 200.75 Environmental quality deter-
minations and standards. 

Requirements set forth in 24 CFR 
part 50, Protection and Enhancement 
of Environmental Quality, 24 CFR part 
51, Environmental Criteria and Stand-
ards, 24 CFR part 55, Implementation 
of Executive Order 11988, Flood Plain 
Management, and as otherwise re-
quired by the Commissioner apply to 
these programs.

§ 200.76 Smoke detectors. 
Smoke detectors and alarm devices 

must be installed in accordance with 
standards and criteria acceptable to 
the Commissioner for the protection of 
occupants in any dwelling or facility 
bedroom or other primary sleeping 
area.

§ 200.77 Lead-based paint poisoning 
prevention. 

Requirements set forth in 24 CFR 
part 35 apply to these programs.

§ 200.78 Energy conservation. 
Construction, mechanical equipment, 

and energy and metering selections 
shall provide cost effective energy con-
servation in accordance with standards 
established by the Commissioner.

MORTGAGE PROVISIONS

§ 200.80 Mortgage form. 
The mortgage shall be: 
(a) Executed on a form approved by 

the Commissioner for use in the juris-
diction in which the property securing 
the mortgage is situated, which form 
shall not be changed without the prior 
written approval of the Commissioner. 

(b) Executed by an eligible mort-
gagor. 
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(c) A first lien on the property secur-
ing the mortgage, which property con-
forms with the property standards pre-
scribed by the Commissioner.

§ 200.81 Disbursement of mortgage 
proceeds. 

The mortgagee shall be obligated, as 
a part of the mortgage transaction, to 
disburse the principal amount of the 
mortgage to the: 

(a) Mortgagor or mortgagor’s ac-
count; 

(b) Mortgagor’s creditors for the 
mortgagor’s account, subject to the 
mortgagor’s consent.

§ 200.82 Maturity. 

The mortgage shall have a maturity 
satisfactory to the Commissioner, and 
shall contain complete amortization or 
sinking-fund provisions satisfactory to 
the Commissioner. 

(a) The maximum mortgage term 
may not exceed the lesser of: 

(1) Any limits included under the ap-
plicable section of the Act. 

(2) Thirty-five years for existing 
projects, except that the mortgage 
term may be up to 40 years under 
terms and conditions established by 
the Commissioner, and 40 years for pro-
posed construction and substantial re-
habilitation projects. 

(3) Seventy-five percent of the esti-
mated remaining economic life of the 
physical improvements. 

(b) The minimum mortgage term 
shall not be less than 10 years.

§ 200.83 Interest rate. 

(a) The mortgage shall bear interest 
at the rate agreed upon by the mort-
gagee and the mortgagor. 

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

(c) The amount of any increase ap-
proved by the Commissioner in the 
mortgage amount between initial and 
final endorsement in excess of the 
amount that the Commissioner had 
committed to insure at initial endorse-
ment shall bear interest at the rate 
agreed upon by the mortgagee and the 
mortgagor.

§ 200.84 Payment requirements. 

The mortgage shall provide for: 
(a) A single aggregate payment each 

month for all payments to be made by 
the mortgagor to the mortgagee. 

(b) The mortgagor to pay to the 
mortgagee: 

(1) Interest and principal on the first 
day of each month in accordance with 
an amortization plan agreed upon by 
the mortgagor, the mortgagee and the 
Commissioner. 

(i) Date of first payment to interest 
shall be the endorsement date or, 
where there are insured advances, the 
initial endorsement date. 

(ii) Date of first payment to prin-
cipal. The Commissioner shall estimate 
the time necessary to complete the 
project and shall establish the date of 
the first payment to principal so that 
the lapse of time between completion 
of the project and commencement of 
amortization will not be longer than 
necessary to obtain sustaining occu-
pancy. 

(2) An amount on each interest pay-
ment date sufficient to accumulate in 
the hands of the mortgagee one pay-
ment period prior to its due date, the 
next annual mortgage insurance pre-
mium payable by the mortgagee to the 
Commissioner. Such payments shall 
continue only so long as the contract 
of insurance shall remain in effect. 

(3) Equal monthly payments as will 
amortize the ground rents, if any, and 
the estimated amount of all taxes, 
water charges, special assessments, and 
fire and other hazard insurance pre-
miums, within a period ending one 
month prior to the dates on which the 
same become delinquent. 

(4) The mortgage shall further pro-
vide: 

(i) That such payments shall be held 
by the mortgagee, for the purpose of 
paying such items before they become 
delinquent. 

(ii) For adjustments in case such es-
timated amounts shall prove to be 
more, or less, than the actual amounts 
so paid therefor by the mortgagor. 

(c) The mortgagee to apply each 
mortgagor payment received to the fol-
lowing items in the order set forth: 

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