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home which is necessary to restore 
their load-bearing ability; 

(2) The repair of designated non-load-
bearing portions, items or systems of 
the home, damaged by the structural 
defect, which make the home unsafe, 
unsanitary or otherwise unlivable 
(such as the repair of inoperable win-
dows, doors and the restoration of 
functionality of damaged electrical, 
plumbing, heating, cooling, and ven-
tilating systems); and 

(3) The repair and cosmetic correc-
tion of only those surfaces, finishes and 
coverings, original with the home, 
damaged by the structural defect, or 
which require removal and replace-
ment attendant to repair of the struc-
tural defect, or to repair other damage 
directly attributable to the structural 
defect. It is the intent of this section 
to ensure the repair of a covered home 
to a condition approximately the con-
dition just prior to the defect, not to a 
like new condition. It does not require 
refinishing of all interior or exterior 
surfaces if only one or two surfaces are 
damaged. It does not cover personal 
property items, not a part of the struc-
ture, which are damaged by the defect 
or as a result of the defect. It excludes 
damage covered by a homeowner’s cas-
ualty insurance policy. 

Warranty company is an insurance 
company or other entity that provides 
insurance backing for an insured ten-
year protection plan which, if the Plan 
issuer fails to meet its obligations to a 
covered homeowner, will assume the 
obligations and perform in accordance 
with the Plan’s coverage contract with 
the homeowner.

§ 203.201 Scope. 
Effective August 6, 1991, the provi-

sions and requirements set forth in 
§ 203.202 through § 203.209 apply to one- 
to four-family dwellings covered by 
HUD mortgage insurance (including 
family units in a condominium where 
the units are insured under subpart A 
of part 234 of this chapter).

§ 203.202 Plan acceptability and ac-
ceptance renewal criteria—general. 

(a) For a Plan to be acceptable to 
HUD, it must assure that: 

(1) If a builder, for any reason, fails 
to correct structural defects or con-

struction deficiencies in a property 
covered by an insured 10-year protec-
tion Plan during the term of any war-
ranty offered by the builder on the 
property, the Plan issuer will effect the 
corrections in accordance with the 
terms of the Plan; and 

(2) If a Plan issuer, for any reason, 
fails to effect correction of these defi-
ciencies or defects, or otherwise fails 
to honor the terms of its coverage, its 
insurance backer or, if the Plan issuer 
is an insurance company, the insurance 
company itself, will effect the correc-
tions or otherwise honor the terms of 
the Plan. 

(b) In evaluating applications for re-
newal of Plan acceptance, HUD will 
take into consideration such reliable 
evidence as is made available to the 
Department of a Plan issuer’s failure 
to fulfill its obligations. Where HUD 
has credible evidence of a Plan issuer’s 
failure to correct covered homeowner 
problems, or there are justifiable 
homeowner complaints about untimely 
problem resolution by a Plan issuer, 
HUD will consider this as cause for ter-
mination of a Plan’s acceptance and as 
grounds for initiation of sanctions 
against a Plan issuer or insurance 
backer in accordance with 24 CFR part 
24. If HUD proposes to terminate a 
Plan’s acceptance, the issuer of the 
Plan will be advised of the reason 
therefor, and the procedural safeguards 
of 24 CFR part 24 will apply. 

(c) Unless renewed, Plan acceptance 
by HUD expires automatically on the 
second anniversary date of acceptance. 
The Plan issuer must apply for accept-
ance renewal at least two months, but 
no more than three months, in advance 
of expiration to avoid automatic ac-
ceptance termination. Prior accept-
ance of a Plan will be continued beyond 
the date of automatic acceptance ter-
mination only by a written notifica-
tion to the Plan issuer and only if the 
delay is caused by a lack of timely 
HUD processing of a renewal applica-
tion. HUD will not extend the expira-
tion date of a prior Plan acceptance if 
the Plan issuer has negligently pro-
vided incomplete information with its 
renewal application. 

(d) After a Plan has been accepted by 
HUD, there shall be no change in, or 
modification to, its provisions, or in its 
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