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elements including parking, rec-
reational facilities, etc.; 

(v) The project must be covered by 
hazard, flood, and liability insurance 
acceptable to the Commissioner; 

(vi) For projects with more than 30 
units, no more than 10 percent of the 
total units in the project may be en-
cumbered by FHA-insured mortgages. 
(If endorsement would result in more 
than 10 percent of the units in such a 
project being encumbered by FHA-in-
sured mortgages, the condominium 
project must be approved under para-
graphs (a) through (h) of this section.) 
For projects with between 5 and 30 
units inclusive, no more than 20 per-
cent of the total units may be encum-
bered by FHA-insured mortgages. For 
projects with four units, only one unit 
may be encumbered by an FHA-insured 
mortgage under the spot loan proce-
dure of this paragraph (i); and 

(vii) The assumability provisions of 
§ 234.66 must be satisfied. 

(2) Lenders must perform an under-
writing analysis and certify that a 
project satisfies the eligibility criteria 
for a spot loan in a condominium 
project that has not been approved by 
FHA. Lenders may use information 
from the appraiser, the owners’ asso-
ciation, the management company, the 
real estate broker, and the project de-
veloper, but the lender must ensure the 
accuracy of the information obtained 
from these sources. 

(Approved by the Office of Management and 
Budget under control number 2502–0513) 

[61 FR 60161, Nov. 26, 1996, as amended by 72 
FR 16689, Apr. 4, 2007] 

§ 234.54 Eligibility of assigned mort-
gages and mortgages covering ac-
quired property. 

The Commissioner may insure under 
this part, without regard to any limita-
tion upon eligibility contained in this 
subpart (except that the property must 
be located in a condominium project 
approved under § 234.26), any mortgage 
assigned to the Commissioner in con-
nection with payment under a contract 
of mortgage insurance, or executed in 
connection with a sale by the Commis-
sioner of any property acquired in the 
settlement of an insurance claim under 
any section or title of the Act. 

§ 234.63 Location of property. 
The mortgage, to be eligible for in-

surance, shall be on property located in 
a State, as defined in § 203.251 of this 
chapter, and not located on ‘‘Hawaiian 
home lands,’’ as that term is defined in 
section 247(d)(2) of the Act. 

§ 234.65 Nature of title. 
A mortgage, to be eligible for insur-

ance, shall be on a fee interest in, or on 
a leasehold interest in, a one-family 
unit in a project including an undi-
vided interest in the common areas and 
facilities, and such restricted common 
areas and facilities as may be des-
ignated. To be eligible, a leasehold in-
terest shall be under a lease for not 
less than 99 years which is renewable, 
or under a lease having a period of not 
less than 10 years to run beyond the 
maturity date of the mortgage. 

§ 234.66 Free assumability; exceptions. 
For purposes of HUD’s policy of free 

assumability with no restrictions, as 
provided in § 203.41 of this chapter, the 
definition of Legal restrictions on con-
veyance in § 203.41(a)(3) of this chapter 
does not include rights of first refusal 
held by a condominium association for 
a project approved by the Secretary 
under this subpart prior to September 
10, 1993. 

Subpart B—Contract Rights and 
Obligations—Individually 
Owned Units 

§ 234.251 Definitions. 
The definitions in § 203.251 of this 

chapter apply to this subpart. 

[61 FR 60163, Nov. 26, 1996] 

§ 234.255 Cross-reference. 
(a) Provisions. All of the provisions of 

§§ 203.251 through 203.436 of this chapter 
(part 203, subpart B) covering mort-
gages insured under section 203 of the 
National Housing Act shall apply to 
mortgages insured under section 234(c) 
of the National Housing Act except the 
following provisions: 

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

est. 
203.283 Refund of one-time MIP. 
203.357 Deed in lieu of foreclosure. 
203.378 Property condition. 
203.379 Adjustment for damage or neglect. 
203.380 Certificate of property condition. 
203.389 Waived title objections. 
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. 
203.440 et seq. Insured home improvement 

loans. 

(b) References. For the purposes of 
this subpart, all references in §§ 203.251 
through 203.436 of this chapter (part 
203, subpart B) to section 203 of the 
Act, one- to four-family, and the Mu-
tual Mortgage Insurance Fund, shall be 
construed to refer to section 234 of the 
act, one-family unit, and the General 
Insurance Fund. The term property or 
each family dwelling unit as used in 
§§ 203.251 through 203.436 of this chapter 
(part 203, subpart B) shall be construed 
to include ‘‘the one-family unit and the 
undivided interest in the common 
areas and facilities as may be des-
ignated’’. 

[36 FR 24628, Dec. 22, 1971, as amended at 41 
FR 42949, Sept. 29, 1976; 42 FR 29305, June 8, 
1977; 48 FR 28807, June 23, 1983; 55 FR 34814, 
Aug. 24, 1990] 

§ 234.256 Substitute mortgagors. 
(a) Selling mortgagor. The require-

ments for the selling mortgagor are set 
forth in § 203.258(a) of this chapter. 

(b) Purchasing mortgagor. (1) If the 
dwelling is a principal or secondary 
place of residence, the requirements for 
the purchasing mortgagor are set forth 
in § 203.258(b)(1) of this chapter. 

(2) [Reserved] 
(c) Applicability—current mortgagor. 

Paragraph (b) of this section applies to 
the Commissioner’s approval of a sub-
stitute mortgagor only if the mortgage 
executed by the original mortgagor 
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) Direct endorsement. Requirements 
for the direct endorsement program are 
set forth in § 203.258(f) of this chapter. 

(f) Substitute mortgagor is defined in 
§ 203.258(f) of this chapter. 

[55 FR 34814, Aug. 24, 1990, as amended at 57 
FR 38352, Dec. 9, 1992; 61 FR 60163, Nov. 26, 
1996] 

§ 234.259 Claim procedure—graduated 
payment mortgages. 

Section 203.436 of this chapter applies 
to mortgages under this subpart. 

[61 FR 60163, Nov. 26, 1996] 

§ 234.260 Assignment of mortgage and 
certificate by mortgagee. 

In addition to the requirements of 
§§ 203.350 through 203.353 incorporated 
by reference, the mortgagee shall cer-
tify as to any changes in the plan of 
apartment ownership including the ad-
ministration of the property. Any 
changes shall require FHA approval. 

[36 FR 24628, Dec. 21, 1971, as amended at 42 
FR 29305, June 8, 1977] 

§ 234.262 Exception to deed in lieu of 
foreclosure. 

All of the provisions of § 203.357 of 
this chapter relating to acceptance of a 
deed in lieu of foreclosure shall apply 
to mortgages insured under this part 
only if the mortgagee establishes to 
the satisfaction of the Commissioner 
that there are no unpaid assessments 
owed the Association or Cooperative of 
Owners. 

§ 234.265 Contents of deed and sup-
porting documents. 

In addition to the requirements of 
§ 203.367, incorporated by reference, the 
deed shall comply with the plan of 
apartment ownership. Any changes 
therein, including the administration 
of the property, shall require FHA ap-
proval. 

§ 234.270 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 designated for 
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