§241.1035

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
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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
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.

[68 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

400



Office of Assistant Secretary for Housing, HUD

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.

[568 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.

[568 FR 37814, July 13, 1993]

§241.1085

§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.

§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
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