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§ 1005.301 Eligible Borrowers

(a) Eligible borrowers include Indian family, or Indian tribe, tribally designated housing
authority.

(b) In cases of an Indian family, at least one member of the Indian family must be:

(1) the borrower and;

(2) amember of a federally recognized tribe, a regionéq qi)r village corporations as
defined in the Alaska Native Claims Settlement Act, or b%le bf the following five state tribes:
Coharie Tribe (North Carolina); Haliwa-Saponi 'r[‘r’bg (North Carolﬁna)ﬁ Lumbee Tribe (North

Carolina); Waccamaw Siouan Tribe (North Carl;li,qa); MOWA band of C{mctaw (Alabama).

§ 1005.303 Principal residence.

(a) Borrowers who are an Indian family must occupy the dwelling as a principal
residence. Borrowers who are an Indian housing authority or Indian tribe do not need to occupy
the dwelling as a principal residence.

( ? on-bacqpﬁnt co-borrower. A co-borrower who is not to occupy the dwelling as a

principal resident is permilted.

1005.303 Borrower residency status.

(a) Eligible borrO\u}érs must be:

(1) aU.S. citizen;

2) a lawful permanent resident alien; or.
3 a non-permanent resident alien.

(b) Documentation must be provided to lender to support lawful residency status.



(c) Non-U.S. citizens without lawful residency in the U.S. are not eligible for the Section

184 program.

§ 1005.307 Relationship of income to mortgage payments.

(a) Adequacy of borrower's gross income. A borrower must establish, to the satisfaction
of the Secretary, that his or her gross income is and will be ad%L.léllte to meet (1) the periodic
payments required by the mortgage submitted for insuﬁmce and QIZ) other long-term obligations.

(b) Determinations of adequacy of borro_‘m% income under this section shall be made in a
uniform manner without regard to race, color, #ﬂeligion, sex, national origin familial status,
handicap, marital status, actual or perceived sexual Lrieﬁ‘lta on, gender identitjl, Igt?urce of income

of the borrower, or location of the property.

§ 1005.309 Credit standing.

A borrower must have a general credit standing satisfactory to HUD. There is no minimum

i
credit scoﬁé F‘é({(l.‘nred tél) (ﬂualify for a Section 184 guaranteed loan. The lender must analyze the
borrower’s credit history and payment pattern to determine credit worthiness.

§1005. 311 Disclom.lre and verification of Social Security and Employer Identification
I
|

Numbers or Tax Identificag_i(|)'n Number.

A borrower, including co-borrowers, if any, must meet the requirements for the disclosure and

verification of Social Security, Employer Identification Numbers or Tax Identification Numbers.



ELIGIBLE PROPERTIES

§ 1005.313 Nature of title to realty

A mortgage, to be eligible for guarantee, must be on real estate held in fee simple, or tribal trust,
individual allotted trust or restricted fee simple under a lease acceptable to tribe, if applicable.
An acceptable lease will have a term of not less than 50 years or other term with renewal
provisions acceptable to HUD. An acceptable lease mui‘t‘i il'lnav ? remaining term which exceeds
the term of the mortgage. Real estate held in tribal t’ru'st, individual allotted trust or restricted fee
simple under a lease acceptable to tribe must m: et the U.S. Department of the Interior, Bureau of

|
Indian Affairs (BIA) requirements, including BIA appr?val§ kﬂ any.

§ 1005.315 Sale of property

(a) Sale by owner of record.

(1) Owner of record requirement. To be eligible for a mortgage guaranteed by HUD, the
property IH“St be Ilurchased from the owner of record and the transaction may not involve any
sale or assignment of the sales contract.

(2) Supporting documentation. The lender shall obtain documentation verifying that the
seller is the owner (i!)f IH@:cord and must submit this documentation to HUD as part of the ap-
plication for mortgage gl.hrémue. This documentation may include, but is not limited to, a
property sales history report, a copy of the recorded deed from the seller, or other documentation
(such as a copy of a property tax bill, title commitment, or binder) demonstrating the seller's
ownership.

(b) Time restrictions on re-sales.



(1) General. The eligibility of a property for a mortgage guaranteed by HUD is
dependent on the time that has elapsed between the date the seller acquired the property (based
upon the date of settlement) and the date of execution of the sales contract that will result in the
HUD guarantee (the re-sale date). The lender shall obtain documentation verifying compliance
with the time restrictions described in this paragraph and must submit this documentation to
HUD as part of the application for mortgage guarantee, in acc| deane with § 203.255(b).

(2) Re-sales occurring 90 days or less following acquiglition. If the re-sale date. is 90 days
or less following the date of acquisition by the sclaﬁé);, the property ig IWit eligible for a mortgage
to be guaranteed by HUD.

(3) Re-sales occurring between 91 days and uéﬁ) daj§| cﬁiowing acquisiﬁi&m.

(i) If the re-sale date is between 91 days and 180 déiy? following acquisition by the seller,
the property is generally eligible for a mortgage guaranteed by H"t'ﬂ{ﬁ)

(ii)) However, HUD will require that the lender obtain additional documentation if the re-
sale price is 100 percent over the purchase price. Such documentation must include an appraisal
from anotkmﬁ:;n' lappi‘ai@erl. f,}l“he lender may also document its loan file to support the increased value
by estaLEi'%ping that the i!ncrea ed value results from the rehabilitation of the property.

(iii) I‘ I'[ may revise tiie level at which additional documentation is required under §
203.37a(b)(3).

(4) Authority to l&dﬁegl property flipping for re-sales occurring between 91 days and 12
months following acquisition.

(i) If the re-sale date is more than 90 days after the date of acquisition by the seller, but

before the end of the twelfth month after the date of acquisition, the property is eligible for a

mort-gage to be insured by FHA.



(i) However, HUD may require that the lender provide additional documentation to sup-
port the re-sale value of the property if the re-sale price is 5 percent or greater than the lowest
sales price of the property during the preceding 12 months (as evidenced by the contract of sale).
At HUD's discretion, such documentation must include, but is not limited to, an appraisal from
another appraiser. HUD may exclude re-sales of less than a specific dollar amount from the
additional value documentation requirements.

(iii) If the additional value documentation supp011'ts a iralue of the property that is more
than 5 percent lower than the value supported by the first appraisal, hxe lower value will be used
to calculate the maximum mortgage amount under § 203.18. Otherwise, {he value supported by
the first appraisal will be used to calculate the maximuf[r;! ﬂmﬂgage amount.

(iv) HUD will announce its determination to require additional value documentation
through 203.37a(a)(4)(@iv).

(v) The level at which additional documentation is required under § 203.37a(b)(4) shall
supersede that under § 203.37a(b)(3).

35) Re»s'éués 0$<|:urring more than 12 months following acquisition. If the re-sale date is
more than ﬂi2 months following the date of acquisition by the seller, the property is eligible for a
mortgage guaréhteed by HUD.

(©) Exceptloﬂ$ to the time restrictions on sales. The time restrictions on sales described
in paragraph (b) of this cht‘ibn do not apply to:

(1) Sales by HUD of Real Estate-Owned (REO) properties under 24 CFR part 291 and of
single-f;xmily assets in revitalization areas pursuant to section 204 of the National Housing Act

(12 U.S.C. 1710);



(2) Sales by another agency of the United States Government of REO single family
proper-ties pursuant to programs operated by these agencies;

(3) Sales of properties by nonprofit organizations approved to purchase HUD REO single
family properties at a discount with resale restrictions;

(4) Sales of properties that were acquired by the sellers by inheritance;

(5) Sales of properties purchased by an employer or ¢ e|)?a{ion agency in connection with
the relocation of an employee;

(6) Sales of properties by state- and fede?all _chartered finlll\@il)al institutions and
government-sponsored enterprises (GSEs); |

(7) Sales of properties by tribes, tribally designated 6ms'ing entities, reglcl)nal Indian
Housing Authorities, local and state government agencies, and

(8) Only upon announcement by HUD through issuance of a notice, sales of properties
located in areas designated by the President as federal disaster areas. The notice will specify how
long the exception will be in effect.

(¢ F&ncitlon& c?rﬁi indemnification. Failure of a lender to comply with the requirements of
this sectioh may result in %P requesting indemnification of the mortgage loan or seeking other
appropriate remedies under 24 C'F part 25.

§ 1005.317 Location of lkwelling:

At the time a mortgage is guaranteed, the mortgaged property must be designed principally for
residential use for not more than four families or have a construction plan evidencing this
requirement. The dwelling must be on trust land or land located in an Indian or Alaska Native

area, or any other areas approved by the Section 184 program.



§ 1005.319 Certification of appraisal,

An application with respect to the Section 184 loan guarantee must be accompanied by an
agreement satisfactory to HUD, executed by the seller, builder or such other person as may be
required by HUD, whereby the person agrees that before any sale of the dwelling, the person will
deliver to the purchaser of the property a written statement, in a kci)rm satisfactory to HUD,

setting forth the amount of the appraised value of the property Als determined by HUD.

§ 1005.321 Legal restrictions.

(a) Definitions. As used in this section:

(1) Low- or moderate-income housing means housing which is designed to be affordable,
taking into account available financing, to individuals or familiéL '\)Yhose household income does
not exceed 115 percent of the median income for the area, as determined by the Secretary with
adjustments for smaller and larger families. The Secretary may approve a higher percentage up
to 140 percent.

AIB) Eligible governmental or nonprofit program means a program operated pursuant to a
program estal)ljlﬁ;ed by Federal law, operated by a State, local or tribal government, or operated
by an eligible norllprofit. organizithl)n, if the program is designed to assist the purchase of low-or
moderate-income housin'g gi!nclu!ding rental housing.

(3) Legal restrictions on conveyance means any provision in any legal instrument, law or
regulation applicable to the borrower or the mortgaged property, including but not limited to a

lease, deed, sales contract, declaration of covenants, declaration of condominium, option, right of



first refusal, will, or trust agreement, that attempts to cause a conveyance (including a lease)
made by the borrower to:

(1) Be void or voidable by a third party;

(ii) Be the basis of contractual liability of the borrower for breach of an agreement not to
convey, including rights of first refusal, pre-emptive rights or options related to borrower efforts
to convey;

(iii) Terminate or subject to termination all or a part of [ﬁ[le interest held by the borrower
in the mortgaged property if a conveyance is attemﬁlcd;

(iv) Be subject to the consent of a third party;

(v) Be subject to limits on the amount of sales ]pﬁl?ceeck Qetainable by the ,feller; or

(vi) Be grounds for acceleration of the insured rrxlo’rtéage or increase in the interest rate.

(4) Tax-exempt bond financing means financing which is ﬁunded in whole or in part by
the proceeds of qualified mortgage bonds described in section 143 of the Internal Revenue code
of 1986, or any successor section, on which the interest is exempt from Federal income tax. The
term doe nb't ihc|lu3e financing by qualified veterans' mortgage bonds as defined in section
143(b) of fhe Code.

(5) Ehglbﬁe nonprofit orgamzatlon means an organization of the type described in section
501(c)(3) of the Interﬁlgr Revenué Code of 1986 as an organization exempt under section 501(a)
of the Code, which has:

(1) Two years’ experience as a provider of low- or moderate-income housing;
(ii) A voluntary board; and
(iii) No part of its net earnings inuring to the benefit of any member, foundér, contributor

or individual.
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(b) Policy of permissible restrictions. A loan shall not be eligible for a Section 184 loan
guarantee if the property is subject to legal restrictions on conveyance, except as permitted by
this part.

(c) Exception for tribal trust, allotted trust or restricted fee lands. For properties on tribal
trust, allotted trust or restricted fee lands, a mortgage may have lease restrictions that only allow

x' wt ibal members.

"

il ﬁ"'”!

(d) Exception for eligible tribal, governmental, <|)|r I:L!” ik ":" |'|||‘ programs. Legal restrictions
M
i

wuli}}"r

.
(1) The restrictions are part of an ehgltle trlbal governmental or n]onproflt program and

for an enrolled member of a federally recognized tribe or nrdbr’

on conveyance are acceptable if: il .

I |I||

are permitted by paragraph (d) of this section; and ‘
(2) The restrictions will autoiriat‘ieall‘yterminate if tﬁjltl‘e or lease to the mortgaged property

is transferred by foreclosure or deed-in-lieu of foreclosure, or if t,he ;Inortgage is assigned to the

Secretary.

(e) Exceptlon for tax exempt bond flnancmg mortgage may be funded through tax-

Except as prov1ded”" this parag‘i"d‘:f h (e), a mortgage funded through tax-exempt bond financing

shall comply with all form ; e(idlrements prescribed under § 1005.301(a) of this part and shall

Il
contain no other provisions designed to enforce compliance with Federal or State requirements

for tax-exempt bond financing. Other legal restrictions on conveyance are permitted as provided

in other paragraphs of this section.
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(f) Exception for protective covenants for the elderly. Mortgaged property may be
subject to protective covenants which restrict occupancy by, or transfer to, persons who are
elderly if:

(1) The restrictions do not have an undue effect on marketability; and

(2) The restrictions do not constitute illegal discrimination and are consistent with the

im
Fair Housing Act and all other applicable nondiscrimination ,“H”mhml ‘“"
l !
il

“lv 11

\[l ' il
§ 1005.323 Rental properties. “ \|l|| \“H"W li Jli![h I
il 4

(a) Rental units are limited to a rnortgag overmg a one- to four-fan

Al nlﬂl ‘M I

occupied by the borrower as a principal residence.

'ly unit dwelling

i ;\ !
A 4 MU

L ‘1“’ I Inw, \"HE'M !ll ||<w.

" 4.4

or entlty,ht re is no limit on the number of one

|lll“ ll M

il

aS %S"h%HM guaranteed mortgage,
141,“ \ml

. “ i wgn \‘Il‘ \il
I ll

'"'1' ﬂﬂwn‘“ wﬂlhihﬂut\! H

W
PH@ - ¢|ﬁ” "
contained in t ”' Ther rovismn "'Qf this subpart, any mortgage given to refinance an existing

u] 1|l
1 i

X

'H” W,l g mortgage must meet the following special requirements:
||u[

I

part, without regard to any limitation upon eligibility

,“

mortgage guarante i” w”l
| llh

G
(1) Refinancin %1% (i) The refinancing mortgage must be in an amount that does not
exceed the least of (A) the original principal amount of the existing mortgage; or (B) the sum of

the outstanding principal balance of the existing mortgage, plus loan closing charges approved

by HUD.
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(ii) If an upfront loan guarantee fee was financed as part of the existing mortgage, no
refund will be given. However, the maximum amount of the refinancing mortgage computed in
accordance with this paragraph (c)(1) may be increased by the amount of the upfront loan
guarantee fee associated with the refinancing mortgage and exceed the applicable loan limit as
outlined in

(2) The term of the refinancing mortgage may not excéed 30 years;

(3) The mortgage must result in a reduction in re%llﬂlar monthly payments by the
borrower, except: when refinancing a mortgage for 2L dhorter term xk'f;ll’l result in an increase in the
borrower's regular monthly payments of no mi)rq than $ 50.

(4) It must be made by a borrower whose record of pa)lrnent on the exiSHng mortgage
meets standards established by HUD; and

(5) The lender may not require a minimum principal amoutllt to be outstanding on the

loan secured by the existing mortgage.

§ 1005.331 Builders' warranty.

(a& Applications rellaﬁng to proposed construction must be accompanied by an agreement
in a form satisf'c{ctory to the Secretary, executed by the seller or builder or such other person as
the Secretary may reune, and agreeing that in the event of any sale or conveyance of the
dwelling, within a period of ?ne year beginning with the date of initial occupancy, the seller,
builder, or such other person will at the time of such sale or conveyance deliver to the purchaser
or owner of such property a warranty in a form satisfactory to the Secretary warranting that the

dwelling is constructed in substantial conformity with the plans and specifications (including

13



amendments thereof or changes and variations therein which have been approved in writing by
the Secretary) on which the Secretary has based on the valuation of the dwelling.

(b) Such agreement must provide that upon the sale or conveyance of the dwelling and
de-livery of the warranty, the seller, builder or such other person will promptly furnish the
Secretary with a conformed copy of the warranty establishing by the purchaser's receipt thereon

that the original warranty has been delivered to the purchaseli ﬂ? eu:cordance with this section.

§ 1005.333 Property standards

(a) Every property insured under thsJ; IIS|ection 184 program mll.lg'h
(1 be decent, safe, sanitary and modest in |Si.ze and design;
2) conform with applicable general constructm andards for the region:

A3) contain a heating system that:

@) has the capacity to maintain a minimum temperature in the dwelling of 65 degrees
Fahrenheit during the coldest weather in the area

(11 is Jafe to operate and maintain

Jilﬁ)} delivers a unifoFm distribution of heat; and

(iv) " conforms to aniJ aj Iplicable tribal heating code, or if there is no applicable tribal
code, an appropriate leunty, stalcli ér national code for tribal trust lands; and conforms to any
applicable heating code in hhfisdiction where the property is located.

(1) Contains a plumbing system that:

(i)  Uses a properly installed system of piping;

(i)  Includes a kitchen sink and partitional bathroom with lavatory, toilet and bath or

shower; and

14



(iv)  Uses water supply, plumbing, and sewage disposal system that conform to any

applicable tribal code or, if there is no applicable tribal code, the minimum standards established

by the applicable county or State; and conforms to any minimum standard standards in the
jurisdiction where the property is located.

4) contain an electrical system using wiring and equipment properly installed to
safely supply electrical energy for adequate lighting and fer Qj’)#ﬁ'ltion of appliances that
conforms to any applicable tribal code or, if there is no applieéﬂ)}e tribal code, an appropriate

county, State, or National Code;

5) be not less than:

(1) 570 square feet in 31ze 1f des1gned for a ﬁan}]’ly of not more than 4 persons;

(i) 850 square feet in 51ze\ if de81gned for a far‘miy of not less than 5 and not more
than 7 persons; and L ‘

(i) 1020 square feet in 51ze if de31gned for a family of not less than 8 persons, or

) the size prowded under the apphcable locally adopted standards for size of

(6) conform ‘energy performance requirements for new construction
established by the Secretary under section 526(a) of the National Housing Act [12 USCS §

1735f-4(a)].

15



(b) The Secretary may prescribe any additional requirements to permit the use of
various designs and materials in housing acquired with loans guaranteed under the Section 184

program.

ELIGIBLE MORTGAGES

§1005.335 Mortgage provisions.

eans a first lien as is
‘ Mx[.i
l i [HI i
1paid purchase price of, | é‘" state under tribal

uu IH‘
rm“‘ q‘\‘m‘ Ml |lb

law or the laws of the jurisdiction where the pro erl)J 00 {éd ‘and may refer‘
prop i

tp to a security

thereby.

2)(d) The mortgage shall be m a form meetlng the requirements of HUD. HUD may pre-
scribe comrkﬂe é mngage 1nstruments For each case in which HUD does not prescribe complete

mortgage nstruments, HLJfD hall requlre specxflc language in the mortgage which shall be
& i

uniform for ev etﬂ' Fxortgage and ]

Hay also prescrlbe the language or substance of additional
provisions for all moi‘ligages as x} q] as the language or substance of additional provisions for use
only in particular jurisdicﬁorg or for particular programs.

(ii) Each mortgage shall also contain any provisions necessary to create a valid and

enforceable secured debt under tribal law or the laws of the jurisdiction in which the property is

located.
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(b) Mortgage multiples. A mortgage shall involve an amount not to exceed the maximum
principal loan amount (as calculated under 24 CFR 1005.309) for the approved area where the
property is located, including dollars and cents.

(c) Payments. The mortgage shall:

(1) Come due on the first of the month.

. . . o . | ”‘M\
(2) Contain complete amortization provisions satlsfactg‘”&“to the Secretary and an

i “W
i ‘H]Il w ‘1 ‘vy

ﬁer than the first day of
Ml

|\>h‘

J‘ jI"
i

W H ’

[“‘ il

amortization period not in excess of the term of the mord
(3) Provide for payments to principal an W st to begin 1
the month following 60 days from the date the' mh:[]l‘?gage ¢ eoutod
m q!t]”'h“lo m

L
L Hli 'hh

(d) Maturity. The mortgage shall have a term than 30 years I

wt‘upon the property that

Il

"l‘m“‘h\ﬂ‘

mortgage offered for guarantee has been recorded, the mortgaged property will be free and clear
of all liens other than such mortgage, and that there will not be outstanding any other unpaid

obligations contracted in connection with the mortgage transaction or the purchase of the
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mortgaged property, except obligations that are secured by property or collateral owned by the
borrower independently of the mortgaged property.

(b) With prior approval of the Secretary, the mortgaged property may be subject to a
secondary mortgage or loan made or insured, or other secondary lien held, by a Federal, State,
local or tribal government or instrumentality, tribally designated housing entity or an eligible

Il
nonprofit organization as defined in 24 CFR § 203.41(a)(5) ”#::E::!‘! il
1!\‘

i
i I ” M
payments under the Section 184 mortgage and the secofida ‘ 1 "‘1

\1ied that the required monthly

il M“i '
the borrower's reasonable ability to pay as deter Wiﬁ;i;:@ﬁﬁby the Secr i N “
g “l i iI!h‘!'.’ i
(c) With the prior approval of the Sec “mﬂ'yw the mortgaged prope ! 5'“|h“nay be subject to a
| || II'

i ]] I
thlm‘ il
L apl1 (b) of this sectlonl‘g‘wnless the mort-

second mortgage held by a lender not described in patagr

"ﬂll); m‘"@\1III'le.m.<.
2 I ﬂ; R A
( ) ﬁ wuﬁm
of th

hmlta tion applicable to the guaranteed mortgage, and shall not

fﬁ e ”H|| N
I| b, | l
p “M
A { \ |” xcept as otherwise permitted by the Secretary;
“H T
WNIH ulﬂd“ |l1ﬂ M[ "11

9l imu W s shall not provide for a balloon payment before ten years, or for

such other term as HUD may approve, except that the mortgage may become due and payable on

H“!"[H
(4) The repaym '

sale or refinancing of the secured property covered by the insured mortgage; and
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(5) The mortgage shall contain a provision permitting the borrower to prepay the mortgage
in whole or in part at any time and shall not provide for the payment of any charge on account of
such prepayment.

(d)(1) With the prior approval of the Secretary, the mortgaged property may be subject to
a junior (second or third) mortgage securing the repayment of funds advanced to reduce the
borrower's monthly payments on the Section 184 mortgage f?lli)wing the date it is insured, if the
junior mortgage meets the following requirements:

(i) The junior mortgage shall not provide for aﬁy payment of principal or interest until the
property securing the junior mortgage is sold or! the Section 184 mortgage i$ refinanced, at which
time the junior mortgage shall become due and payable;

(i1) The junior mortgage shall not provide for any payment of principal or interest so long
as the occupancy requirements are met and shall provide for forgiveness of the junior mortgage
amount at the end of the term of the junior mortgage.

(2) The sum of the principal amount of the insured mortgage, any second mortgage made
under paragraph (b) oF Sc) of this section, and the mortgage securing the repayment of funds
advancej to reduce the borrower's monthly payments (whether a second or third mortgage) may

not exceed, at the time of the second mortgage origination: the loan-to-value limitation and the

maxi-mum Section 1§4 loan lir?j]t for the area where the property is located.

§1005.339 Section 184 loan limit.

The Section 184 loan limit is the level set by the Secretary for the approved area where the

property is located. The level shall be revised periodically by the Secretary. The Section 184

19



loan limit may be exceeded when calculating the base mortgage amount under 24 CFR 1005.307

and when calculating the maximum principal loan amount, under 24 CFR 1005.309.

1005.341 Minimum required investment.

The borrower is required to make a minimum investment in the mortgage. This investment must

come from the borrower’s own funds, gifts or tribal, state or Focé} funds awarded to the
borrower. Gift funds are not acceptable from any interested plz“nlty The minimum investment in

the mortgage is difference between the sales price IAnd the base loan alinount as calculated in

1005.307.

§ 1005.343 Calculating base loan amount.

(a) The base loan cannot exceed the Section 184 loan limits. The base loan amount is
deter-mined by calculating:

(1) 97.75 percent of the appraised value of the property or the sales price, whichever
is less; or §8.75 perlcenh when appraised value or sales price is less than $49,999; and
(ZL the Section i§4 loan limit in effect on the date the Section 184 case number is
issued. I

3) The L%Sc loan lirﬂﬁjc is the lessor of (1) or (2), and add, if applicable:

“ A Solar eneﬁgy lystem is defined as any addition, alteration, or improvement to an
existing or new structure which is designed to utilize wind energy or solar energy either of the
active type based on mechanically forced energy transfer or of the passive type based on

convective, conductive, or radiant energy transfer or some combination of these types to reduce

the energy requirements of that structure from other energy sources and which is in conformity
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with such criteria and standards as shall be prescribed by the Secretary in consultation with the
Secretary of Energy. The amount that may be exceeded and any other requirements shall be

prescribed by the Secretary.

§ 1005.345 Maximum principal loan amount.

i
The maximum principal loan amount is the base mortgage anﬁoﬁt'ﬁ and the upfront loan
guarantee fee, if any. This total may exceed the Section ],84{ loarlii limit for the approved area

I
where the property is located.

$ 1005.347 Minimum principal loan amount.

A lender may not require, as a condition of providing a loan secured by a mortgage guaranteed
un-der this part, that the principal amount of the mortgage exceed a pﬁnimum amount

established by the lender.

1005.349 C&Lse numbers.

Jag Section 184 ¢hse numbers may only be obtained when a lender has an active
mort-gage appljxca}tion for the borrower and property.

(b) To obtdin a case number, lender must provide verification of tribal enrollment or
Alaska native status and 16an specific information to HUD electronically or on a form as
prescribed by HUD.

(c) Case numbers are automatically cancelled after 60 days from date of issuance,
unless a firm commitment is issued. Lender may request an extension of up to 60 days in writing

before the expiration of the 60 days.
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1005.351 Maximum age of mortgage documents.

Documents reviewed at underwriting may not be older than 60 days and may not be more than
120 days old at the loan disbursement date. Documents whose validity for underwriting
purposes is not affected by the passage of time, such as divorce decrees or tax returns, are not

subject to the 60- and 120-days limitations.

§ 1005.353 Qualified mortgage.

A loan guaranteed under the Section 184 progra\.Jm is a safe harbor qualihe(li mortgage that meets

the ability-to-repay requirements in 15 U.S.C. § 1639¢(a).

§ 1005.355 Agreed interest rate.

(a) The mortgage shall bear interest at the rate agreed upon by the lender and the
borrower.
ﬁbr) Fﬂn ere sl;?ll be payable in monthly installments on the principal amount of the

mortgage Qthstanding on the due date of each installment.

§ 1005.357 Amortization provisions.

The mortgage must contain clzoinplete amortization provisions satisfactory to HUD, requiring
monthly payments by the borrower not in excess of his or her reasonable ability to pay as deter-
mined by HUD. The sum of the principal and interest payments in each month shall be

substantially the same.
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UNDERWRITING PROCESSING

§1005.359 Direct Guarantee Underwriting

(a) Underwriter due diligence. A direct guarantee lender shall exercise the same level of
] M&n for a loan in which the
Jhmﬁ)rotect its investment. Lender

‘ ] corporateciwﬁis;jpart of the quality control

care which it would exercise in obtaining and verifying inf

all publish underwritiﬁg_}i)rgcedures in an

11/be the minimﬁm] standard of due

, .ul!ihmigii\ mi‘” ™
|‘.£![>’Uf!&|’:m

i,
i

1005.361 A@raisﬂ'

(a) A lender shall'h hé property appraised in accordance with the Uniform Standards

L “”‘\;.

of Professional Appraisal Practice (USPAP).

(b) A lender must select an appraiser whose name is on the Federal Housing

Administration Appraiser Roster, in accordance with 24 CFR part 200, subpart G. The lender
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shall not discriminate on the basis of race, color, religion, national origin, sex, age, or disability
in the selection of an appraiser.
(c) The appraiser must be knowledgeable in the market where the property is located.
(d) A lender and an appraiser must ensure that an appraisal and related documentation

satisfy Federal Housing Administration, Fannie Mae or Freddie Mac appraisal requirements, and

both bear responsibility for the quality of the appraisal in sat' fying such requirements. (e) A

1005.363 Age of Appraisal

(a) Appraisals on fee land.
(D The validity pe‘r‘iod“of appraisa}é iﬁs 912(5 days j e

(2) The validity period for an appra‘i‘ggi may be extended for 30 days at the option of

the lender ik;
| (i‘) Iy, the lender haéviissue‘d fhe borrower iinderwriting approval; or
Il ;
(i1) he borrower mgﬁed a vahd sales contract prior to the expiration of the appraisal.
i

(i) If the“ltﬁa sactlon i 111 not close within the time frames stated under (1) or (2) then
the lender must update the a?P),Ltusal The appraisal must be updated before the 120-day validity
period has expired. The updated appraisal is valid for an additional 120 days after the effective
date of the initial appraisal report that is being updated.

(b) Appraisals on tribal trust lands.

(1) Sections 1005.XXX(a)(i)-(ii) shall apply.
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(2)  Lenders may request an extension of the validity period under for up to an
additional 240 days. Depending on the particular time line of the loan, HUD may request an

updated appraisal.

§ 1005.365 Loan submission to HUD for direct guarantee.

(a) To receive an endorsement from HUD, within 45 days after the date of closing the
loan, a direct guarantee lender must submit an endorselment fi'e to HUD. The endorsement file
must contain the Secretary the following docume:nt%ﬂ as required in 1005.XXX:

(1) Property appraisal upon a form meeting the requirements of the ?ecretary or a HUD
conditional commitment (for proposed construction only)!, ?r a I&.S. Departmeni of Veterans
Affairs certificate of reasonable value, and all accompanylinlg documents required by the
Secretary;

(2) An application for the loan guarantee in a form prescribed by the Secretary;

(3) A certified copy of the mortgage and note executed upon forms which meet the
requirerrﬂents ot" Lhe, Secretary;

(LI}) A warranty of leompletion, on a form prescribed by the Secretary, for proposed
construction cases;

(5) An underquiter certif%cétion, on a form prescribed by the Secretary, stating that the
underwriter has person:d{ly rﬁviewed the appraisal report and credit application (including the
analysis performed on the worksheets) and that the proposed loan com-plies with HUD
underwriting requirements, and incorporates each of the underwriter certification items that

apply to the loan submitted for a guarantee, as set forth in the applicable HUD handbook or

similar publication;
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(6) A loan certification on a form prescribed by the Secretary, stating that the authorized
representative of the lender who is making the certification has personally reviewed the loan
documents and the application for the loan guarantee, and certifying that the loan complies with
the requirements of § 1005.XXX. The certification shall incorporate each of the lender
certification items that apply to the loan submitted for a guarantee, as set forth in the applicable
handbook or similar publication; r

(7) Documentation providing that: (i) The seller !& tl!u'a Y/rer of record; and

(ii) That more than 90 days elapsed betwet‘?[rull dlé date the sel{el'f acquired the property

(based upon the date of settlement) and the date oﬁ execution of the sales l:ontract that will result
|

in the loan guarantee.
(8) Such other documents as the Secretary may reé‘pﬁrT, in the manner as prescribed by
the Secretary.
(b) Late submission. If the endorsement file is submitted past 60 days, the lender must
include as part of the file, a late endorsement request, with supporting documentation, affirming:
ME lho lrllol)uggge payment is currently unpaid;
|

current; and

all escrow accéLJnts for taxes, hazard insurance and monthly guarantee fees are

(3) neither lhb %T‘nder or ills agents provided the funds to bring and or keep the mortgage

current or to bring about tlﬂe appearance of acceptable payment history.

§ 1005.367 HUD issuance of guarantee for non-direct guarantee loans.

HUD issuance of guarantee. The Secretary may issue a firm commitment for a loan guarantee

not eligible under the Direct guarantee program.
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CLOSING

§ 1005.369 __ Lender closing requirements.

(a) Chain of Ownership. The lender must obtain evidence of all prior ownership within
12 months of the case number assignment date. The lender mu t review the evidence of prior
owner-ship to determine any undisclosed identity-of-inter est transactions.

(b) Title/TSR. The leﬁder must ensure tha,}t %11]]4 J)bjections to {i&}e/TSR have been cleared
and any discrepancies have been resolved to ensﬂw that the Section 184 mortgage is in first lien
position.

(¢) Closing in compliance with lender approval. The lender must instruct the settlement
agent to close the Section 184 mortgage in the same manner in w‘hj‘ch it was underwritten and
approved.

(d) Closing in lender’s name. All Section 184 loans must close in the name of the Direct
Guarantee Hén(llér issyiing the underwriting approval.

(e) Ifequired H Ulg qerfifications at closing. The lender must use the forms and/or
language prescﬂﬂ)ed by HUD in Lﬁle legal documents used for closing the Section 184 mortgage.

® Projecteci eiﬁcrow. The flender must establish an escrow account (and repair completion
escrow account, where applicéblel) in accordance with 1005.XXX and the Real Estate Settlement
Procedures Act.

(g) Closing costs and fees. The lender may charge the borrower reasonable and

customary fees in accordance with 1005.381.
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(h) Closing date. The closing date must occur before the expiration of the firm
commitment.

(i) Per diem interest and interest credits. The lender may collect per diem interest from
the closing date to the date amortization begins. Alternatively, the lender may begin
amortization up to 7 days prior to the closing date and provide a per diem interest credit. Any
per diem interest credit may not be used to meet borrower’sIl | imum required investment. Per
diem interest must be computed using a factor of 1/365|tﬁ l?f dIé annual rate.

i) Signatures. Lender must ensure that the ort age, note, and all closing documents are
8 : ?’1 g g

signed by the required parties.

§ 1005.371 Payment of guarantee premiums; prepavmelent privilege.

(a) Payment of annual guarantee premiums. The mortgage may provide for monthly
payments by the borrower to the lender of an amount equal to one-twelfth of the annual
mortgage guarantee premium payable by the lender to HUD.

(bl) Prészmeht frivilege. The mortgage shall contain a provision permitting the borrower
to prepay tl're mortgage in whole or in part at any time and in any amount. The mortgage shall not

I

pro-vide for tfle Fayment of anﬁl' cll;arge on account of such prepayment.

§ 1005.373 Borrower’s p‘ aﬁger‘nts to include other charges.

(a) The mortgage shall provide for such equal monthly payments by the borrower to
the lender as will amortize:
@)) The ground rents, if any;

(2) Section 184 annual loan guarantee fees;
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3) The estimated amount of all taxes;

(@) Special assessments, if any;

5) Flood insurance premiums, if flood insurance is required by HUD; and

(6) Fire and other hazard insurance premiums, if any. The mortgage shall further
provide that such payments shall be held by the lender in a manner satisfactory to HUD for the
purpose of paying such ground rents, taxes, assessments, and ﬁnﬁurance premiums before the
same become delinquent, for the benefit and account olf the, b(')LﬂO\(ver. The mortgage must also
make provisions for adjustments in case the estirp,éteéi amount of such taxes, assessments, and

. . | .
insurance premiums shall prove to be more, or leés than the actual ammﬂ’m ]thereof so paid by the

| ,
borrower. Such payments shall be held in an escrov&J s{lbjeot d) é 1005.XXX.

(b) The borrower shall not be required to pay premiums for fire or other hazard insurance
which protects only the interests of the lender, or for life or disabﬂ[ﬂty income insurance, or fees
charged for obtaining information necessary for the payment of property taxes. The foregoing
does not apply to charges made or penalties exacted by the taxing authority, except that a penalty
assessed or in{ereit chaﬁed by a taxing authority for failure to tirﬁely pay taxes or assessments
shall not be] charged by the lejder to the borrower if the lender had sufficient funds in escrow for

the account of lhe borrower to p?y such taxes or assessments prior to the date on which penalty
l

or interest charges Lre imposed.

§ 1005.375 Application of payments.

(a) All monthly payments to be made by the borrower to the lender shall be added
together, and the aggregate amount thereof shall be paid by the borrower each month in a single

payment. The lender shall apply the same to the following items in the order set forth:

29



(1) Annual loan guarantee premium charges, including charges for ground rents, taxes,
special assessments, flood insurance premiums, if required, and fire and other hazard insurance
premium-ums;

(2) Interest on the mortgage;

(3) Amortization of the principal of the mortgage; and

(4) Late charges, if permitted under the terms of the ﬁpéﬁﬁgﬁge and subject to such
conditions as HUD may prescribe.

(b) Any deficiency in the amount of any §L]<|}ﬂ aggregate monthly payment shall, unless
made good by the borrower prior to, or on, the dlLe date of the next such !pa?/lment, constitute an

event of default under the mortgage.

§ 1005.377 Late charge.

When the monthly mortgage payment is 15 or more days in arrears, the lender may collect from
borrower a late charge, not to exceed four percent of the overdue payment of principal and
interest, 0 any on'-elr, dmount as established by the Secretary through public notice with an

opportuhit?r for comment.

§ 1005.379 Borrova(Li"s paymenls when mortgage is executed.

|
(a) The borrower must pay to the lender, upon execution of the mortgage, a sum that will
ﬁ P

be sufficient to pay the ground rents, if any, the estimated taxes, special assessments, flood
insurance premiums, if required, and fire and other hazard insurance premiums for the period
beginning on the last date on which each such charge would have been paid under the normal

lending practices of the lender and local custom (if each such date constitutes prudent lending

30



practice), and ending on the due date of the first full installment payment under the mortgage,
plus an amount sufficient to pay the installment(s) of the annual loan guarantee fee from the date
of closing the loan to the date of the first monthly payment under the mortgage and, where
applicable, the one-time upfront loan guarantee fee or any portion payable pursuant to
§1005.xxX.

(b) The lender may also collect from the borrower a sum not exceeding one-sixth of the
estimated total amount of such taxes, special assessments, insurance premiums and other charges

to be paid during the ensuing 12-month period.

§ 1005.381 Charges, fees or discounts.

(a) The lender must ensure that all fees chargeJi to fhe borrower comply with all
applicable tribal, federal, state, and local laws and disclosure req‘uirements.

The lender may collect from the borrower the following charges, fees or discounts:

(1) A charge to compensate the lender for expenses incurred in originating and
closing the I(')a‘lm, Jg‘)rovidﬁd that HUD may establish limitations on the amount of any such charge.

'Zl)l Reasonable and customary amounts, but not more than the amount actually paid
by the lender, f'or any of the following items:

1) Recording.g ﬁees and r?ccrrding taxes or other charges incident to recordation;

(ii) Credit Report;

(iii) Survey, if required by lender or borrower;

(iv) Title examination; title insurance, if any;

(v) Fees paid to an appraiser or inspector approved by HUD for the appraisal and

inspection, if required, of the property. Notwithstanding any limitations in this paragraph, if the
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lender is per-mitted by applicable regulations to use the services of staff appraisers and
inspectors for processing mortgages, and does so, the lender may collect from the borrower the
reasonable and customary amounts for such appraisals and inspections.

(vi) Such other reasonable and customary charges as may be authorized by HUD.

(4) Reasonable and customary charges in the nature of discounts.

(5) Interest from the date of closing or the date on w\-'néh m&xe lender disburses the
mortgage proceeds to the account of the borrower or tl}e Borrower s creditors, whichever is later,
to the date of the beginning of amortization.

(b) Before the guarantee of any mortgage, the lender sh;lll furnish t? re Secretary a
signed statement in a form satisfactory to the Secretary li sgng ahy charge, fee or ﬁhscount
collected by the lender from the borrower. All charges, fees or discounts are subject to review by
the Secretary both before and after endorsement under § 1005.389,

(c) Additional fees cannot be assessed for mortgages on properties on tribal lands.

§ 1005.383 Certificate of nondiscrimination by the lender.

The lencJer hall certify to L—&UD as to each of the following:

(a) The‘ﬂ neither the lendeﬁ; nor anyone authorized to act for the lender, will refuse to sell
or rent, after the melll&mg of a boha Lde offer, or refuse to negotiate for the sale or rental of, or
other-wise make unavaileﬂ)le or Jeny the dwelling or property covered by the mortgage to any

person be-cause of race, color, religion, national origin, familial status (except as provided by

law), or disability.
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(b) That any restrictive covenant, other than permissible restrictions on tribal trust land,
on such property relating to race, color, religion, or national origin is recognized as being illegal
and void and is hereby specifically disclaimed.

(c) That civil action for preventative relief may be brought by the Attorney General in

any appropriate U.S. District Court against any person responsible for a violation of this

certification.

.M?. ‘l“fi‘h‘
l‘ ‘h“t

§ 1005.385 HUD Pre-endorsement review.

(a) Pre-endorsement review.

ments required by §

(vi) There is no fee, late charge or interest due to the Secretary; and
(vii) The loan was not in default when submitted for the guarantee or if submitted for
guarantee more than 60 days after the date of closing the loan shows an acceptable payment

history.
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(2) The Secretary is authorized to determine if there is any information indicating that
any certification or required document is false, misleading, or constitutes fraud or
misrepresentation on the part of any party, or that the loan fails to meet a statutory or regulatory
requirement. If, following this review, the loan is determined to be eligible, the Secretary will

issue a commitment for a loan guarantee. If the loan is determined to be ineligible, the Secretary

will inform the lender in writing the reasons for the determi ||ﬁﬂlil‘|%gu] ! any corrective actions that
‘ ‘
may be taken. Hl‘l“ ﬂlm\“l‘\‘l . M ﬂ {Inu.
\I m ‘”||l| “ J
i l“‘ I
(3) Submission by direct guarantee lend],1 "“" “‘l‘lm'h i ﬂ (#"i“‘ entity. When a
[ u.
i |

i '1}' nder the direct gua rb ”‘gé‘e‘ lender may submit
i ’ |[| W
|

ll!\“l{h J}‘Un ,m" l “| |!|1i1|[“1""
l ’ sored
|ip“m”|w "W i leg sponsore

or1gmat1|n ‘E ponsored entity or the direct

) \ﬂm \
li i ‘H | i
L i'” !\]‘Ul\nmu*

sponsored entity assigns a loan to direct guaranie

the re-quired documents for pre- endorsement rev

entity. All certifications must be executed

guarantee lender, as appropriat

1005.387 Post-guarant‘ review fd‘r‘ direct guarantee.

Follow
IM‘ |‘| il
u u‘ o :
doeu "#h:lqlft,w Y w!
‘I L Wi
loan does not" Ull%h the equllr'elﬁ'r :

§ 1005.389 Indemnification.

(a) Definition of origination. For purposes of indemnification under this paragraph, the

term “origination” means the process of creating a loan, starting with the taking of the initial
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application, continuing with the processing and underwriting, and ending with the lender
receiving a loan guarantee.

(b) Fraud or misrepresentation. The lender shall indemnify HUD for a claim if the lender
knew or should have known that fraud or misrepresentation was involved in connection with the
origination of the loan, regardless of whether the fraud or misrepresentation caused the Loan
default and regardless of when a claim is filed.

(c) Demand for indemnification. The demand for ﬁndem&'ni‘fication will be made by the
Secretary. Under the demand for indemnificatioT H’ll‘: lender agrees to either abstain from filing
a claim or reimburse HUD if a subsequent holc'lenrl of the loan files a claim and HUD suffers a

financial loss.

1005.391 Lender Pre-endorsement review and requirements.

(a) Lender must complete a pre-endorsement review of the case file to ensure all
applicable documents as'described in HUD’s administrative guidance are in the case file. The
lender must exleré{se dv.‘e diligence in performing its pre-endorsement responsibilities.

i

(t [h‘his review mﬁ& be conducted by staff not involved in the originating, processing, or
underwri£ing ﬁ ortgage. 'f;li"be case file must contain all documentation relied upon by the
lender to justify its d@éﬁsion to ak) rove the loan.

(c) Upon finalizing ﬂ're pre-endorsement review, the lender must certify that all required

documents are submitted and meet the requirements of administrative guidance.
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