
Process Name:  Section 232 Loan Termination 

For: Mortgagee and OIHCF HQ Processing
	Step
	Action
	Activity
	Key Point
	Status

	
	
	HUD must receive notification in writing from the Lender, requesting to prepay the Section 232 mortgage (or terminate its Section 232 mortgage insurance)
	
	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete



	1
	Submit

(responsibility of Mortgagee)
	Mortgagee must submit the draft form HUD-9807 (without Block 5 filled in) to MFIOBterminationapprovals@hud.gov  and

Mary.C.Deschenes@hud.gov  (202-402-5665) in the Office of Multifamily Insurance Operations Branch, with a copy to Angela.B.Collier@hud.gov and Rachel.E.Miller@hud.gov  Include the FHA project number for each individual loan and a copy the 9807 and 

1. Note, 

2. Mortgage,   

3. Use Agreement (if any) and 

4. Trust Indenture if the project is bond financed, and indicate:
a) if the project is bond financed,  

b)if mortgage documents include any lockouts/penalties and the expiration dates and amounts, 

c) any secondary financing & status 

d)use restrictions (from a review of Title Policy) 

e) any special requests from Mortgagee or Borrower prior to closing.
	Review of a prepayment cannot begin without this without this information and form 9807.

In most cases, HUD Counsel Review will not be required.

The Insurance Branch will run an audit of the loan(s) to calculate:

1. HUD’s estimation of the payoff amount (based on the anticipated closing date)

2. Any refund due to the Project for overpayment of MIP, if applicable  
3. Multifamily Insurance Operations Branch performs an audit after executed documents are released from the Office of Residential Care Facilities, Section 232.
	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete

	

	2
	Do

(Responsibility of OIHCF HQ)
	OIHCF HQ (Portfolio Management/Servicing Program Manager’s Office) will 

a. Check documents to see if prepayment falls after any lockout period

b. Check status of any secondary financing and check in iREMS for Sec. 241 loan.

c. Check iREMS for any outstanding DEC or IG investigations;  if so, obtain their input on prepayment approval

d. Check iREMS for any outstanding violations; if so check APPS to see if owner/operator has been flagged.  

e. If there is an existing Use Agreement, condition approval on continuation of use agreement. 

f. address any special requests the Mortgagee or Borrower might have prior to closing 
	The Multifamily Insured Operations Branch prepares a form, to be signed by OIHCF, authorizing them to terminate the insurance.  If all items in #2 have been taken care of, OIHCF will sign form.  Once the OIHCF group signs off on the property the MFIOB sends a cover letter, the letter that the OIHCF group signed, and the 9807 to the lender.
Example of special request: The need for a letter indicating there are no barriers to prepaying the HUD-insured loan or request for a Termination of Regulatory Agreement (TRA). Note: TRA would be prepared by HUD Counsel.


	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete

 FORMCHECKBOX 
 N/A

	3
	Notify (Responsibility of Mortgagee)
	Ensure that a member of the MFIOB group is notified of the closing date that is scheduled by the Project’s counsel (and bond issuer, if applicable).  
	Whoever is handling the case should be contacted
	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete



	4
	Coordinate (Responsibility of Mortgagee)
	Closing and Bond Defeasance (if applicable):

The Bond Issuer defeases the bonds and sends HUD the completed 9807.  Prior to closing, coordinate with the member of the MRIOB group to make sure someone will be available to process the 9807 and cancel the insurance.  
	The Bond Issuer must send the 9807 to HUD early in the day (on the day of closing), to ensure we are able to process the form in time.
	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete

 FORMCHECKBOX 
 N/A

	5
	Update iREMS

OIHCF
	To reflect prepayment and discontinuance of AFS requirement.  
	The radio button should be changed to NO indicating they are no longer required to submit AFS.  And the finance page needs to be updated as to why. 
	 FORMCHECKBOX 
 Complete

 FORMCHECKBOX 
 Incomplete
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