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mortgagee or the Secretary, as the 
case may be. 

(b) An abstract of title satisfactory 
to HUD, prepared by an abstract com-
pany or individual engaged in the busi-
ness of preparing abstracts of title, ac-
companied by a legal opinion satisfac-
tory to HUD as to the quality of such 
title, signed by an attorney-at-law ex-
perienced in the examination of titles. 

(c) A Torrens or similar title certifi-
cate. 

§ 242.77 Liens. 
The hospital must be free and clear 

of all liens other than the insured 
mortgage, except that the property 
may be subject to a lien as provided by 
terms and conditions established by 
HUD, as follows: 

(a) An inferior lien made or held by a 
federal, state, or local government in-
strumentality; 

(b) An inferior lien required in con-
nection with a supplemental loan in-
sured pursuant to section 241 of the 
Act; 

(c) An inferior or superior lien on 
equipment as may be approved in con-
nection with an equipment leasing pro-
gram approved by HUD; 

(d) An inferior or superior lien on ac-
counts receivable as approved by HUD 
as collateral for a line of credit or 
other borrowing by a hospital insured 
under this part that has extraordinary 
needs such as cash flow difficulties; or 

(e) Similar liens otherwise approved 
by HUD. 

§ 242.78 Zoning, deed, and building re-
strictions. 

The project when completed shall not 
violate any material zoning or deed re-
strictions applicable to the project 
site, and shall comply with all applica-
ble building and other governmental 
codes, ordinances, regulations, and re-
quirements. 

§ 242.79 Environmental quality deter-
minations and standards. 

Requirements set forth in 24 CFR 
part 50, ‘‘Protection and Enhancement 
of Environmental Quality,’’ 24 CFR 
part 51, ‘‘Environmental Criteria and 
Standards,’’ and 24 CFR part 55, 
‘‘Floodplain Management,’’ governing 
environmental review responsibilities 

(as applicable) and any additional envi-
ronmental standards, reviews, or deter-
minations required by HUD apply to 
this program. 

§ 242.81 Lead-based paint poisoning 
prevention. 

Requirements set forth in 24 CFR 
part 35 apply to this program. 

§ 242.82 Energy conservation. 
Construction, mechanical equipment, 

and energy and metering selections 
shall provide cost-effective energy con-
servation in accordance with standards 
established by HUD. 

§ 242.83 Debarment and suspension. 
The requirements set forth in 24 CFR 

part 24 apply to this program. 

§ 242.84 Previous participation and 
compliance requirements. 

The requirements set forth in 24 CFR 
part 200, subpart H, apply to this pro-
gram. 

§ 242.86 Property and mortgage assess-
ment. 

The requirements set forth in 24 CFR 
part 200, subpart E, regarding the mort-
gagor’s responsibility for making those 
investigations, analysis, and inspec-
tions it deems necessary for protecting 
its interests in the property apply to 
these programs. 

§ 242.87 Certifications. 
Any agreement, undertaking, state-

ment, or certification required by HUD 
shall specifically state that it has been 
made, presented, and delivered for the 
purpose of influencing an official ac-
tion of the FHA, and of HUD, and may 
be relied upon by HUD as a true state-
ment of the facts contained therein. 

§ 242.89 Supplemental loans. 
A loan, advance of credit, or purchase 

of an obligation representing a loan or 
advance of credit made for the purpose 
of financing improvements or additions 
(including the refinancing of any in-
debtedness incurred in connection with 
the early commencement of work on 
such improvements or additions, sub-
ject to the requirements of §§ 242.15 and 
242.45) to a hospital covered by a mort-
gage insured under this section of the 
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Act or for a Commissioner-held mort-
gage, or equipment for a hospital, may 
be insured pursuant to the provisions 
of section 241 of the Act and under the 
provisions of this part as applicable 
and such additional terms and condi-
tions as established by HUD. See sub-
part B of 24 CFR part 241 with respect 
to the contract of mortgage insurance 
for all loans insured under section 241 
of the Act. See 24 CFR part 241, subpart 
C, for energy improvements. 

§ 242.90 Eligibility of mortgages cov-
ering hospitals in certain neighbor-
hoods. 

(a) A mortgage financing the repair, 
rehabilitation, or construction of a 
hospital located in an older declining 
urban area shall be eligible for insur-
ance under this subpart, subject to 
compliance with the additional re-
quirements of this section. 

(b) The mortgage shall meet all of 
the requirements of this subpart, ex-
cept such requirements (other than 
those relating to labor standards and 
prevailing wages or environmental re-
view) as are judged to be not applicable 
on the basis of the following deter-
minations to be made by HUD. 

(1) That the conditions of the area in 
which the property is located prevent 
the application of certain eligibility re-
quirements of this subpart. 

(2) That the area is reasonably via-
ble, and there is a need in the area for 
an adequate hospital to serve low and 
moderate income families. 

(3) That the mortgage to be insured 
is an acceptable risk. 

(c) Mortgages complying with the re-
quirements of this section shall be in-
sured under this subpart pursuant to 
section 223(e) of the National Housing 
Act. Such mortgages shall be insured 
under and be the obligation of the Spe-
cial Risk Insurance Fund. 

§ 242.91 Eligibility of refinancing 
transactions. 

A mortgage given to refinance an ex-
isting insured mortgage under section 
241 or Section 242 of the Act covering a 
hospital may be insured under this sub-
part pursuant to section 223(a)(7) of the 
Act. Insurance of the new, refinancing 
mortgage shall be subject to the fol-
lowing limitations: 

(a) Principal amount. The principal 
amount of the refinancing mortgage 
shall not exceed the lesser of: 

(1) The original principal amount of 
the existing insured mortgage, or 

(2) The unpaid principal amount of 
the existing insured mortgage, to 
which may be added loan closing 
charges associated with the refinancing 
mortgage, and costs, as determined by 
HUD, of improvements, upgrading, or 
additions required to be made to the 
property. 

(b) Debt service rate. The monthly 
debt service payment for the refi-
nancing mortgage may not exceed the 
debt service payment charged for the 
existing mortgage. 

(c) Mortgage term. The term of the 
new mortgage shall not exceed the un-
expired term of the existing mortgage, 
except that the new mortgage may 
have a term of not more than 12 years 
in excess of the unexpired term of the 
existing mortgage in any case in which 
HUD determines that the insurance of 
the mortgage for an additional term 
will inure to the benefit of the FHA In-
surance Fund, taking into consider-
ation the outstanding insurance liabil-
ity under the existing insured mort-
gage, and the remaining economic life 
of the property. 

(d) Minimum loan amount. The mort-
gagee may not require a minimum 
principal amount to be outstanding on 
the loan secured by the existing mort-
gage. 

§ 242.92 Minimum principal loan 
amount. 

A mortgagee may not require, as a 
condition of providing a loan secured 
by a mortgage insured under this part, 
that the principal amount of the mort-
gage exceed a minimum amount estab-
lished by the mortgagee. 

§ 242.93 Amendment of regulations. 
The regulations in this subpart may 

be amended by HUD at any time and 
from time to time, in whole or in part, 
but such amendment shall not ad-
versely affect the interests of a mort-
gagee or lender under the insurance on 
any mortgage or loan already insured, 
and shall not adversely affect the in-
terests of a mortgagee or lender on any 
mortgage or loan to be insured on 
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