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whose mortgage meets the require-
ments of and is to be insured pursuant 
to § 203.18(d), or who is purchasing a 
single-family home under a low income 
housing demonstration project which is 
being assisted by the Secretary of 
Housing and Urban Development pur-
suant to section 207 of the Housing Act 
of 1961 or who is purchasing a housing 
unit in connection with a homeowner-
ship program under the Homeowner-
ship and Opportunity Through HOPE 
Act, may obtain a loan to meet the 
payment required by paragraph (a) of 
this section and to pay settlement 
costs. Such loan shall be from a cor-
poration or person satisfactory to the 
Commissioner. The settlement costs 
paid with the loan may include initial 
payments for taxes, hazard insurance 
premium, mortgage insurance pre-
mium, and other prepaid expenses, as 
determined by the Commissioner. As 
security for the loan, the mortgagor 
may give a note or other evidence of 
indebtedness bearing interest at a rate 
not in excess of that permitted in the 
insured mortgage. The aggregate 
amount of the insured mortgage and 
the loan referred to in this section 
shall not exceed an amount equal to 
the Commissioner’s estimate of the ap-
praised value of the property, plus an 
amount equal to the initial payments 
for taxes, hazard insurance premium, 
mortgage insurance premium, and 
other prepaid expenses, as determined 
by the Commissioner. 

[36 FR 24508, Dec. 22, 1971, as amended at 48 
FR 44067, Sept. 27, 1983; 50 FR 40195, Oct. 2, 
1985; 53 FR 8880, Mar. 18, 1988; 56 FR 4477, Feb. 
4, 1991; 61 FR 36263, July 9, 1996]

§ 203.20 Agreed 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. 

[36 FR 24508, Dec. 22, 1971, as amended at 49 
FR 19457, May 8, 1984]

§ 203.21 Amortization provisions. 
The mortgage must contain complete 

amortization provisions satisfactory to 
the Commissioner, requiring monthly 
payments by the mortgagor not in ex-

cess of his reasonable ability to pay as 
determined by the Commissioner. The 
sum of the principal and interest pay-
ments in each month shall be substan-
tially the same.

§ 203.22 Payment of insurance pre-
miums or charges; prepayment 
privilege. 

(a) Payment of periodic insurance pre-
miums or charges. Except with respect 
to mortgages for which a one-time 
mortgage insurance premium is paid 
pursuant to § 203.280, the mortgage may 
provide for monthly payments by the 
mortgagor to the mortgagee of an 
amount equal to one-twelfth of the an-
nual mortgage insurance premium pay-
able by the mortgagee to the Commis-
sioner. Such payments continue only 
so long as the contract of insurance 
shall remain in effect or for such short-
er period as mortgage insurance pre-
miums are payable by the mortgagee 
to the Commissioner. 

(b) Prepayment privilege. The mort-
gage shall contain a provision permit-
ting the mortgagor to prepay the mort-
gage in whole or in part on any install-
ment due date, but shall not provide 
for the payment of any charge on ac-
count of such prepayment. 

[36 FR 24508, Dec. 22, 1971, as amended at 37 
FR 8661, Apr. 29, 1972; 48 FR 28804, June 23, 
1983; 50 FR 25914, June 24, 1985; 61 FR 36263, 
July 9, 1996]

§ 203.23 Mortgagor’s payments to in-
clude other charges. 

(a) The mortgage shall provide for 
such equal monthly payments by the 
mortgagor to the mortgagee as will 
amortize: 

(1) The ground rents, if any; 
(2) The estimated amount of all 

taxes; 
(3) Special assessments, if any; 
(4) Flood insurance premiums, if 

flood insurance is required by the Com-
missioner; and 

(5) Fire and other hazard insurance 
premiums, if any. The mortgage shall 
further provide that such payments 
shall be held by the mortgagee in a 
manner satisfactory to the Commis-
sioner for the purpose of paying such 
ground rents, taxes, assessments, and 
insurance premiums before the same 
become delinquent, for the benefit and 
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