§242.21

the reopening fee shall be computed on
the basis of the amount of the commit-
ment increase rather than on the
amount of the original commitment.

§242.21 Refund of fees.

Commitment, inspection, and reopen-
ing fees (but not application fees) may
be refunded, in whole or in part, if HUD
determines that the construction or fi-
nancing of the project has been pre-
vented because of condemnation pro-
ceedings or other legal action taken by
a government body or public agency, or
in such other instances as HUD may
determine as being beyond the control
of the applicant and resulting from no
fault of the applicant. A transfer fee
may be refunded only in such instances
as HUD may determine. However, the
portion of the inspection fee paid in
connection with early commencement
of work is not refundable.

§242.22 Maximum fees and charges by
mortgagee.

The mortgagee may collect from the
mortgagor the amount of the fees pro-
vided for in this subpart. The mort-
gagee may also collect from the mort-
gagor an initial service charge not to
exceed 2 percent of the original prin-
cipal amount of the mortgage to reim-
burse the mortgagee for the cost of
closing the transaction. A permanent
financing fee not to exceed 3.5 percent
may be collected from the mortgagor;
however, the combined initial service
charge and permanent financing fee
may not exceed 5.5 percent in bond
transactions and 3.5 percent in all
other transactions. Any additional
charges or fees collected from the
mortgagor shall be subject to prior ap-
proval of HUD and shall be clearly dis-
closed in the Mortgagee’s Certificate.

§242.23 Maximum mortgage amounts
and cash equity requirements.

(a) Adjusted mortgage amount—reha-
bilitation projects. A mortgage financing
the rehabilitation of an existing hos-
pital shall be subject to the following
limitations, in addition to those set
forth in §242.7:

(1) Property held unencumbered. If
the mortgagor is the fee simple owner
of the property and the ownership is
not encumbered by an outstanding in-
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debtedness, the mortgage shall not ex-
ceed 100 percent of HUD’s estimate of
the cost of the proposed rehabilitation.

(2) Property subject to existing mort-
gage. If the mortgagor owns the prop-
erty subject to an outstanding indebt-
edness, which is to be refinanced with
part of the insured mortgage, the mort-
gage shall not exceed the total of the
following:

(i) The Commissioner’s estimate of
the cost of rehabilitation, plus

(ii) Such portion of the outstanding
indebtedness as does not exceed 90 per-
cent of HUD’s estimate of the fair mar-
ket value of such land and improve-
ments prior to rehabilitation.

(3) Property to be acquired. If the
property is to be acquired by the mort-
gagor and the purchase price is to be fi-
nanced with a part of the insured mort-
gage, the mortgage shall not exceed 90
percent of the total of the following:

(i) The Commissioner’s estimate of
the cost of rehabilitation, plus

(ii) The actual purchase price of the
land and improvements or HUD’s esti-
mate (prior to rehabilitation) of the
fair market value of such land and im-
provements, whichever is the lesser.

(b) Reduced mortgage amount—Ilease-
holds. In the event the mortgage is se-
cured by a leasehold estate rather than
a fee simple estate, the value or re-
placement cost of the property de-
scribed in the mortgage shall be the
value or replacement cost of the lease-
hold estate (as determined by HUD),
which shall in all cases be less than the
value or replacement cost of the prop-
erty in fee simple.

(c) Cash equity. Depending on the fi-
nancial circumstances of each hospital
facility, HUD shall have the discretion
to evaluate, on a case-by-case basis,
the amount of equity that a mortgagor
must supply in addition to the value of
plant, property, and equipment and
other values recognized as loan secu-
rity in the commitment process. Exer-
cise of this discretion shall never cause
a loan to exceed 90 percent of esti-
mated replacement cost, although it
may cause it to be less than 90 percent.
The equity contribution may not be
made from borrowed funds. A private
nonprofit or public mortgagor, but not
a proprietary mortgagor, in HUD’s dis-
cretion and subject to 24 CFR 242.49,
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