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HUD 4155.2 Chapter 1, Section A

Section A. General Information on FHA Mortgage Insurance
Programs, the Mortgage Insurance Process, and Loan
Origination Requirements/Restrictions

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Overview of FHA Single Family Mortgage 1-A-2
Insurance Programs
2 Overview of the Mortgage Loan Application 1-A-7
and Insurance Endorsement Process
3 Restrictions on the Use of Sponsored Third{ 1-A-11
Party Originators

1-A-1



Chapter 1, Section A HUD 4155.2

1. Overview of FHA Single Family Mortgage Insurance
Programs

Introduction This topic contains an overview of the FHA singdenfly mortgage insurance
programs, including

* the purpose of FHA single family mortgage insurapiagrams
» what FHA will and will not insure

* enabling legislation for FHA’s mortgage insurancegrams

* mortgage insurance funds

» the Direct Endorsement (DE) Program, and

* FHA insurance program documentation and education.

Change Date March 1, 2011

4155.2 1.A.1.a The Federal Housing Administration (FHA) offersieals mortgage
Purpose of insurance programs which insure approved lendexssiglosses on
FHA Mortgage  mortgage loans. FHA-insured mortgages may be tespdrchase homes,

Insurance improve homes, or refinance existing mortgages.
Programs

Continued on next page

1-A-2
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Chapter 1, Section A

1. Overview of FHA Single Family Mortgage Insurance
Programs, Continued

4155.21.A.1b
What FHA Will
and Will Not
Insure

FHA'’s programs differ from one another primarilyterms of what types of
properties and financing are eligible. Exceptt#@®vise stated in this
handbook, FHA'’s single family programs are limitecbne- to four-family
properties that are owner-occupied principal resids. FHA insures
mortgages secured by

* detached or semi-detached dwellings

» manufactured housing

 townhouses or row houses, or

¢ individual units within FHA-approved condominiumopects.

FHA will not insure mortgages secured by

* commercial enterprises

* boarding houses

* hotels and motels

* tourist houses

* private clubs

* bed and breakfast establishments, or
» fraternity and sorority houses.

Reference: For more information on eligibility of primarynd secondary
residences, sd¢é¢UD 4155.1 4.B

Continued on next page
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1. Overview of FHA Single Family Mortgage Insurance
Programs, Continued

4155.2 1.A.1.c  All of FHA's single family programs are authorizbyg the enabling

Enabling legislation of Title 1l of the National Housing A@NHA), and each program

Legislation for js generally referred to by its particular sectidithe Act, such as

FHA's Single

E?(;ggms » Section 203(b), the basic program
 Section 251, Adjustable Rate Mortgages (ARM), and
* Section 234(c) Condominiums.
The regulations implementing the individual progsaane contained in the
Code of Federal Regulations (CFR), Title 24. Thé&R@odifies the general
and permanent rules of the Department of Housimgliban Development
(HUD) and is updated by publishing changes to regulaiiotise Federal
Register.
Reference: For information on specific mortgage insuranoagpams, see
HUD 4155.21.C

4155.2 1.A.1.d Characteristics of each single family mortgage riasoe program reflect the

Mortgage particular insurance fund under which that prograumsured.

Insurance

Funds The table below lists the three mortgage insurdmeds and a description of
the programs covered by each one.

Name of Mortgage Insurance Fund Description

Fund

Mutual Mortgage Insurance (MMI) | Covers most programs, including most of the

programs authorized under Section 203(b).

General Insurance (Gl) Fund Covers

« rehabilitation under Section 203(k)
» condominiums under Section 234(c), and
* other programs.

Special Risk Insurance (SRI) Fund Covers Secti@{2and others.

1-A-4

Continued on next page
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Chapter 1, Section A

1. Overview of FHA Single Family Mortgage Insurance
Programs, Continued

4155.2 1.Al.e
Direct
Endorsement
Program

Under FHA'’s Direct Endorsement (DE) program, appibienders may
underwrite and close mortgage loans without FHAisrreview or approval.
This includes all aspects of the mortgage loaniegipbn, property analysis,
and borrower underwriting.

Note: This assumes that the lender BERlender with unconditional
approval. If the lender has only “conditional” FH#yproval, and is in the
Pre-Closing Review phase, then the lender must gdbenloan to FHA for
approvalprior to closing the loan.

All FHA programs described in this handbook argible for DE processing
except

* the Section 203(n), Single Family Cooperative paagrand
* mortgage loans for HUD employees, with the exceptibstreamline
refinances.

References. For more information on

» mortgage credit analysis, seé&/D 4155.1 Chapter 1

» conditional DE approval and pre-closing review, dé 4155.2 2.B.3
* the Section 203(n) program, $e&/D 4155.2 1.C.6and

* loans for HUD employees, sedJD 4155.2 3.B.1

Continued on next page
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Chapter 1, Section A HUD 4155.2

1. Overview of FHA Single Family Mortgage Insurance
Programs, Continued

4155.2 1.A.1.f HUD Handbooks and Mortgagee Letters (ML) provideaded processing
FHA Insurance instructions and advise the mortgage industry gbmzhanges to FHA

Program programs and procedures. Additionally, the Homezrainip Centers (HOC)
Documentation

and Education issue Circular Letters

» conduct seminars

* lead industry meetings

* distribute other program information, and
* maintain online reference guides.

References:
* For HOC-specific information, see HUD’s websitenatw.hud.gov

» For HUD forms, Handbooks and Mortgagee LettersHigB’s website at
www.hud.gov/hudclips/

1-A-6
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2. Overview of the Mortgage Loan Application and Insurance
Endorsement Process

Change Date March 1, 2011

4155.2 1.A.2.a The table below describes the stages of the maetlgam application and

Loan endorsement process.
Application and
Endorsement
Process
Overview
Stage Description

1 A borrower contacts a lender regarding a mortdeage, and the
lender determines if the loan would be eligible FétA insurance.
2 The borrower, along with the lender’s represe&rgatompletes
the loan application. The loan officer collectissalpporting
documentation from the borrower and submits thdiegmpn and
documentation to the lender.

Reference: For more information on the standard application
package and required documentation,ls8® 4155.1 1.B.1

3 The lender applies for, and is assigned, an Fag& aiumber
through the FHA Connection (FHAC).

References: For more information on the FHA Connection, see
« HUD 4155.2 1.Dand
» the FHA Connection Guide.

Continued on next page
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HUD 4155.2

2. Overview of the Mortgage Loan Application and Insurance
Endorsement Process, Continued

4155.2 1.A.2.a Loan Application and Endorsemeirocess Overvie\ (continued)

Stage

Description

4

ThroughFHAC, the lender

* assigns an appraiser to perform a property appréisdetermine
the value of the property that is to be securityti@ mortgage
loan, and

» completes the appraisal logging.

Reference: For more information on appraisals and property
standards, sedUD 4155.2 4

The lender

* instructs its underwriter to perform the mortgagedd analysis
to determine the borrower’s ability and willingneesepay the
mortgage debt, and

* enters the borrower’s income/credit informatioroifRHAC.

Reference: For more information on performing a mortgagedar
analysis, seelUD 4155.1 4.C

The underwriter makes the underwriting decisitirihe loan is

* approved, the process continues with Stage 7, or
* rejected
—the borrower is notified,
—the underwriter updates FHAC via thiortgage Credit Reject
Screen, and
—this completes the process.

Reference: For more information on borrower approval and
rejection notification, see HUD 4155.2 5.2.

1-A-8
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HUD 4155.2 Chapter 1, Section A

2. Overview of the Mortgage Loan Application and Insurance
Endorsement Process, Continued

4155.2 1.A.2.a Loan Application and Endorsemeirocess Overvie\ (continued)

Stage Description
7 Once the loan is approved, the lender closem#mrewith the
borrower.

Reference: For more information on

* loan closing, seelUD 4155.2 6.A

» DE Lender Program application, sd&/D 4155.2 2.Aand

» DE lender approval, s¢¢UD 4155.2 2.B

8 After the loan is closed, the lender initiates lian endorsement
process.

Lendersnot participating in Lender Insurance Program (LI)

» complete the Insurance Application functiorBIHAC

» submit the case binder to the appropria@C for endorsement
review, and

» submit the case binder to the HOC in hard copy form

Lenders participating ial

* insure loans through FHAC, and
» submit case binders in either electronic forma8ear in hard
copy form, if requested by the HOC.

Note: The HOC may request the case binder becauseseese
warning is displayed for a post-endorsement techmeview
(PETR), or to perform an appraisal review.

References. For more information on

* preparation and submission of the case binderdsde 4155.2
8.B, and

* the Lender Insurance Program, sdéD 4155.2 2.Cand the
Lender Insurance Guide

Continued on next page
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Chapter 1, Section A HUD 4155.2

2. Overview of the Mortgage Loan Application and Insurance
Endorsement Process, Continued

4155.2 1.A.2.a Loan Application and Endorsemeirocess Overvie\ (continued)

Stage Description
9 Upon receipt of the case binder from a non-LtkEmthe HOC

* logs the closing package into FHAC
* performs a pre-endorsement review, and
* issues the
— Mortgage Insurance Certificate (MIC), or
— Non-Endorsement Notice/Notice of Rejection (NOR).
10 The HOC completes insurance endorsement processing the
logging and endorsement functions in FHAC.

Result: Once the loan is endorsed, FHAC generatddl&nhfor
the lender to download.

References. For more information on
* the MIC, seeHUD 4155.2 8.C.pand
* FHA Connection, see

—HUD 4155.2 1.Dand

—the FHA Connection Guide.
11 To ensure that mortgage lenders understandanglg with FHA
requirements, selected case binders are chos®&EfR by the
HOCs.

Reference: For more information on PETRS, d6&lD 4155.2
9.C.
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HUD 4155.2

Chapter 1, Section A

3. Restrictions on the Use of Sponsored Third-Party

Originators

Introduction

Change Date

4155.2 1.A.3.a
Role of the
Sponsored
Third-Party
Originator
(TPO)

4155.2 1.A.3.b
RESPA
Prohibition of
Duplicative
Fees

This topic contains information on the restricti@mmsthe use of sponsored
third-party originators, including

* role of the sponsored third-party originator (TPO)

* RESPA prohibition of duplicative fees

* loan origination functions that may not be perfodnbg a third-party
originator, and

 counseling services that may be provided by a sroke

March 1, 2011

Loan correspondents (also referred to as sponsboiredparty originators
(TPO)) may participate in FHA programs by estaligra sponsorship
relationship with an FHA-approved Direct Endorset(@&tk) lender. The
lender may permit its sponsoré®Oto perform all loan application and
processing tasks related to an FHA-insured loars&etion, except for
underwriting and any tasks executed directly in FEi#nnection (FHAC).
Sponsoring FHA-approved lenders will determinedkact origination and
processing duties their sponsored TPO may perform.

The lender may permit a sponsored TPO to originati®e Equity
Conversion Mortgages (HECM), provided that the T&iberes to aHECM
origination requirements.

Reference: For more information on loan origination sengd¢bat may not
be performed by a sponsored TPO lender#¢b 4155.2 1.A.3.c

A TPOmay be compensated for the actual loan originagemices it
performs, either directly by the borrower or inditg by the FHA-approved
lender, without being in violation of either thedR&state Settlement
Procedures Act (RESPA) or FHA regulations.

RESPAdoes, however, prohibit the payment of duplicatees. The
payment to a broker for duplicated services amoumén unearned fee in
violation of Section 8(b) of RESPA. Further, thesyment may also act as a
disguised referral fee for steering the borrowearid-HA-approved lender, a
violation of section 8(a) of RESPA.

Continued on next page
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Chapter 1, Section A HUD 4155.2

3. Restrictions on the Use of Sponsored Third-Party
Originators Continued

4155.2 1.A.3.c
Loan
Origination
Functions That
May Not be
Performed by a
Third-Party
Originator

1-A-12

FHA requires that for mortgage loan applicationginated by a sponsored
TPO, only an FHA-approve®E lender may

* underwrite

 approve

close in the lender’'s name

* insure or submit for endorsement, and
perform any tasks executed directly\HRHAC.

Notes:
* Loansmust close in the name of the sponsoring underwriterglér.
* Only approved lenders may order FHA case numbers.

References: For more information on
» sponsored TPOs, selJD 4155.2 2.B.6and
* FHA case numbers and FHA Connection, d& 4155.2 1.D

Continued on next page



HUD 4155.2

Chapter 1, Section A

3. Restrictions on the Use of Sponsored Third-Party
Originatorscontinued

4155.2 1.A.3.d
Counseling
Services That
May Be
Provided by a
Broker

Services that are considered counseling in natweh(as educating a
prospective borrower in the home-buying and finag@rocess, advising the
borrower about different types of loan productsilab¢e, and demonstrating
how closing costs and monthly payments could vadeun each product),
may be performed by a mortgage broker, so lonheaservices provided
constitute meaningful counseling, and not steering.

UnderRESPA when “counseling” services are performed, HUD ddoks at
whether

» counseling gave the borrower the opportunity tostter products from at
least three different lenders

* the entity performing the counseling would recdive same compensation
regardless of which lender’s product was ultimasslected, and

» any payment made for the counseling services soresbly related to the
services performed.

Notes:

» The fee charged must be paid from the borrower’'s available assets and
must be disclosed on the HUDSttlement Statement at closing.

A copy of the contract for these services musinoided in the loan file
submitted for insurance endorsement.

* Under no circumstances may a borrower be chardee that is not
commensurate with the amount normally chargedifoilar services.

Reference: For more information on sponsored third-partigioators, see
HUD 4155.2 2.B.6
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HUD 4155.2 Chapter 1, Section B

Section B. Fair Housing and Other Regulatory
Requirements

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Pags

1 General Information on Fair Housing and Other1-B-2
Regulatory Requirements

2 The Fair Housing Act 1-B-4

3 Affirmative Fair Housing Marketing 1-B-6

4 Fair Credit Reporting Act (FCRA) 1-B-8

5 Equal Credit Opportunity Act (ECOA) 1-B-9

6 Executive Order 11063 (as Amended by 1-B-12
Executive Order 12259)

7 Helping Families Save Their Homes Act and 1-B-13
Other Housing Act Requirements

8 Reporting Fraud and Abuse 1-B-21

1-B-1



Chapter 1, Section B HUD 4155.2

1. General Information on Fair Housing and Other
Regulatory Requirements

Introduction

Change Date

4155.2 1.B.1.a
Applicability of
Federal
Statutes and
Regulations to
FHA Single
Family
Programs

4155.21.B.1.b
Locating
Information on
Various
Statutes and
Regulations

This topic contains general information on Fair Biog and other regulatory
requirements, including

* the applicability of Federal statutes and regutegito FHA single family
programs, and
* references for locating information on variousgtatand regulations.

March 1, 2011

Federal statutes and regulations concerning faisimg and equal credit
opportunities apply to all of FHA'’s single familyarigage insurance
programs. Lenders must abide by these statutesegnthtions for all new
origination and assumption transactions.

The table below lists the statutes and regulataitts which lenders must
comply, and reference information for locating mh@tion on each statute or
regulation.

Statute/Regulation Reference

Title VIl of the Civil Rights Act of Office of Fair Housing and Equal Opportunity
1968, as amended (Public Law 90-284)J).S. Department of Housing and Urban

Development
451 7" Street, SW
Washington, DC 20410

Fair Housing Act SeelUD 4155.2 1.B.2

1-B-2

Continued on next page



HUD 4155.2 Chapter 1, Section B

1. General Information on Fair Housing and Other
Regulatory Requirements, Continued

4155.2 1.B.1.tLocating Information on Various Statutes and Reguléions (continued)

Statute/Regulation Reference
Affirmative Fair Housing Marketing SdéUD 4155.2 1.B.3
Fair Credit Reporting Act (FCRA) SédJD 4155.21.B.4

Equal Credit Opportunity Act (ECOA)| Sé#JD 4155.21.B.5
Executive Order 11063, as amended bypeeHUD 4155.2 1.B.6
Executive Order 12259
Helping Families Save Their Homes | SeeHUD 4155.2 1.B.7
Act and Other Housing Act
Requirements
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Chapter 1, Section B HUD 4155.2

2. The Fair Housing Act

Introduction

Change Date

4155.2 1.B.2.a
Description of
the Fair
Housing Act

1-B-4

This topic contains information on the Fair Houskgj, including

* a description of the Fair Housing Act

* prohibited practices in making loans

* prohibited practices in determining loan terms aodditions and loan
availability, and

* prohibited practices in the selling, brokering ppeaising of real estate.

March 1, 2011

HUD is responsible for enforcing the Fair Housingt.AThe Fair Housing
Act, contained irt2 U.S.C. 3605prohibits discrimination in residential real
estate-related transactions, such as

» making or purchasing loans or providing other ficiahassistance, and
* the terms and conditions for making available loansther financial
assistance.

Lenders are prohibited from discriminating on tlasib of

race

color

religion

sex

handicap/disability

« familial status (existence of children), or
* national origin.

Notes:

» While the statute uses the term “handicap,” théegpred term is “disability”
or “person with disabilities.”

» While not prohibited by the Fair Housing Act, disgination on the basis of
marital status, sexual orientation, age, sourdeafime, and other factors is
prohibited by other federal, state or local lawkjok must be followed
where applicable.

Continued on next page



HUD 4155.2

Chapter 1, Section B

2. The Fair Housing Act, Continued

4155.2 1.B.2.b
Prohibited
Practices in
Making Loans

4155.2 1.B.2.c
Prohibited
Practices in
Loan Terms &
Conditions and
Availability

4155.21.B.2.d
Prohibited
Practices in the
Selling,
Brokering, or
Appraising of
Real Estate

When making loans or providing other financial s&sice, a lender is
prohibited from discriminating against individudig

» failing or refusing to provide information regardin
—the availability of loans or other financial asarste
—the application requirements, procedures or stasdar review and
approval of loans or financial assistance, or
* providing information that is
—inaccurate, or
— different from that provided to others becauseacgr color, religion, sex,
disability, familial status, or national origin.

It is unlawful for a lender to discriminate agaiastindividual because of
race, color, religion, sex, disability, familiabstis, or national origin by using
different policies, practices, or procedures to

* evaluate or determine the creditworthiness of arggn in connection with
a loan or other financial assistance secured bgigrsal real estate

* determine the type of loan or other financial dasise to be provided, or

» determine the loan amount, interest rate, durairasther terms for the loan
or other financial assistance.

It is unlawful for any person or entity whose besis includes engaging in
the selling, brokering, or appraising of residdnial property to
discriminate in making available such servicesndhe performance of such
services, because of race, color, religion, semditap, familial status, or
national origin.
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Chapter 1, Section B HUD 4155.2

3. Affirmative Fair Housing Marketing

Introduction

Change Date

4155.2 1.B.3.a
Applicability of
the Fair
Housing
Marketing
Policy

4155.2 1.B.3.b
Specific
Requirements
of the Fair

Housing Policy

This topic contains information on Affirmative Fadousing Marketing,
including

* applicability of the Fair Housing Marketing policgnd

* specific requirements regarding
— hiring policies
—display of the Equal Housing Opportunity logo, and
— marketing plans.

March 1, 2011

FHA'’s regulations on Affirmative Fair Housing Matk®y apply to all single
family mortgage insurance programs. Homebuilderkling five or more
units per year must comply with specific policieglmed inHUD 4155.2
1.B.3.h

Reference: For more information on Fair Housing Marketisge24 CEFR
Part 200, Subpart M

The table below outlines the requirements with Wlatt homebuilders
building five or more units per year must comply.

Requirement Policy

Hiring

Applicants must

* maintain a non-discriminatory policy in hiring salstaff
* instruct all employees on the laws and philosophiaio housing,
and

» submit an Equal Housing Opportunity (EHO) Certifioa to FHA.

1-B-6

Continued on next page



HUD 4155.2

Chapter 1, Section B

3. Affirmative Fair Housing Marketing, Continued

4155.2 1.B..b Specific Requirements of the Fair Housing Polic (continued)

Requirement

Policy

Logo

Applicants must display the Equal Housing Qpaty (EHO)
statement, logotype, and slogan on all

* advertising

e brochures

* site signs, and
» other materials.

Affirmative Fair
Housing Marketing
Plan

Single family homebuilders are required to provitfermation to
HUD on their affirmative fair housing marketing izdies. These
activities, among other things, are intended torimf everyone of the
availability of housing opportunities, regardle$s o

race

color

religion

sex

disability,

« familial status, or
* national origin.

1-B-7



Chapter 1, Section B HUD 4155.2

4. Fair Credit Reporting Act (FCRA)

Introduction

Change Date

4155.21.B4.a
Purpose of the
FCRA

4155.21.B.4.b
Lender
Requirements
When Taking
Adverse Action
Against a
Borrower

1-B-8

This topic contains information on the Fair CreéRliéporting Act (FCRA)
including

* the purpose of the FCRA, and
* lender requirements when taking adverse actiomagaiborrower.

March 1, 2011

TheFair Credit Reporting AAFCRA) is intended to control collection and
dissemination of information about granting credit borrower.

The FCRA is designed primarily to ensure that camsureporting agencies
exercise fairness, confidentiality, and accuracgrgparing and disclosing
credit information.

As required under thECRA, if a lender takes adverse action that is based in
whole or in part on a credit report, the lender ndisclose to the borrower

the name, address, and, if available, the telephaneer of the credit
reporting agency issuing the report. Additionalhg notice must

* be provided at the time of notice of mortgage rt&pec or within a
reasonable time thereafter, and

* indicate that the borrower is entitled to requistn the credit reporting
agency, the information reported to the lender Wes used as a reason for
rejection.

Note: A copy of any such notice should be retainetheapplication file.




HUD 4155.2

Chapter 1, Section B

5. Equal Credit Opportunity Act (ECOA)

Introduction

Change Date

4155.2 1.B.5.a
Requirements
of the ECOA
and Regulation
B

This topic contains information on the Equal Creéiiportunity Act
(ECOA), including

* the requirements of the ECOA and Regulation B

* lender restrictions per the ECOA, and

* Regulation B requirements for borrower notificatmfraction taken
* Regulation B time limit for borrower notificatioand

* requirements for rejected loan applications.

March 1, 2011

The Equal Credit Opportunity Act (ECOA) prohibitscrimination in the
extension of credit

* on the basis of
-race
—color
- religion
— national origin
- sex
— marital status, or
—age
* because all or part of the borrower’s income darivem public assistance,
or

* because the borrower has, in good faith, exer@sgdight under the
Consumer Credit Protection Act.

The ECOA and Regulation B of the Board of Goverrajrthe Federal
Reserve System outline rules to be observed iruatiaf the
creditworthiness of borrowers.

Underno circumstances can the source of confidential tieflirmation be
disclosed to third parties, except as requirechloy |

References: For more information on
* the ECOA, sed5 USC 1601and
* Regulation B, se@2 CFR 202

Continued on next page
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Chapter 1, Section B

HUD 4155.2

5. Equal Credit Opportunity Act (ECOA), Continued

4155.21.B.5.b TheECOA prohibits a lender from

Lender

Restrictions per

ECOA

4155.2 1.B.5.c
Regulation B
Requirement
for Borrower
Notification of
Action Taken

4155.2 1.B.5.d
Regulation B
Time Limit for
Borrower
Notification

1-B-10

» making any oral or written statement, in advergsin otherwise, to
borrowers or prospective borrowers that would disage on a prohibited
basis a reasonable person from making or pursuirgpplication

* inquiring whether income stated in an applicat®dérived from alimony,
child support, or separate maintenance paymanisss the lender discloses
to the borrower that such income need not be reddhthe borrower does
not want the lender to consider it in determining borrower’s
creditworthiness

* inquiring about the sex, race, color, religionnational origin of an
applicant (except as providedi@ CFR 202.13egarding information for
monitoring purposes), or

* inquiring about birth control practices, or int@m$ concerning the bearing
and rearing of children, or the capability to bsam.

Regulation B requires that a borrower be notifiedaion taken by the
creditor. Actions taken by HUD or the Direct Enslement (DE) lender
include

* issuing a Firm Commitment @E approval

* rejecting the borrower for mortgage credit reasans,

* notifying the borrower of the lender’s inability ppocess the application
because certain items are incomplete or were rrhgted.

Under Regulation B, the maximum time limit for bmsrer notification is 30
days after the date tfi@E underwriter receives the application, or the
resubmission or reconsideration of an applicationderno circumstances is
the processing of an application to be delayedith &n extent that
notification cannot be provided within this timenli.

For purposes of complying with the notification ueg@ments of Regulation
B, resubmissions and reconsiderations are considene applications.

Continued on next page



HUD 4155.2

Chapter 1, Section B

5. Equal Credit Opportunity Act (ECOA), Continued

4155.2 1.B.5.e
Requirements
for Rejected
Loan
Applications

Under Regulation B, for loan applications that ijected, the lender must

» complete rejection notices that
— provide all of the specific reasons for the rets and any counter
proposals to effectuate loan approvals (such asl@ced mortgage
amount), and
- otherwise comply with the requirements of Regulatd; and
* retain case binders on the rejected loans for 2@tsdrom the date the
applications are
—received by th®E underwriter, or
- rejected by the appropriate Homeownership Cent&GH

Notes:
 Delinquent accounts need not be listed in the tiejemotice.

* At least one credit aspect must be rejected beforaverall rejection can be
issued.

Reference: For more information on requirements for rejddtman
applications, seelUD 4155.1 1.A.5.9
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Chapter 1, Section B HUD 4155.2

6. Executive Order 11063 (as Amended by Executive Order
12259)

Change Date March 1, 2011

4155.2 1.B.6.a Executive Order 1106&s amended biyxecutive Order 1225%rohibits
Description of  discrimination in lending practices involving hongiand related facilities

Executive that are financed, insured, or guaranteed by tlleraégovernment.
Order 11063
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HUD 4155.2 Chapter 1, Section B

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements

Introduction This topic contains information on Section 203h# Helping Families Save
Their Homes Act (HFSH) of 2009, as well as the negnents of other
housing acts, including

* Section 527 of the National Housing Act

* Section 535 of the National Housing Act

 National Affordable Housing Act requirements

* HFSH Act eligibility requirements

* investigations for crimes related to the mortgaghustry
» definition of corporate officer

» definition of unresolved findings

» change of lender status under the HFSH Act

» compliance with the S.A.F.E Act and NMLS

* notification of business changes

* changes to lender’s address, and

* use of lender’s name in advertising under the HRSH

Change Date March 1, 2011

4155.2 1.B.7.a  Section 5270f theNational Housing Ac{NHA) prohibits denial of a

NHA Section federally-related mortgage loan on the basis of sex
527

Requirements

4155.2 1.B.7.b  UnderSection 53%f theNHA, a lendeis prohibited from requiring, as a
NHA Section condition of providing a loan to be insured by FHAat the loan amount

535 equal or exceed a minimum amount established bietiuer.
Requirements

Continued on next page
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Chapter 1, Section B HUD 4155.2

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.2 1.B.7.c  Section 330(a) of th#990 National Affordable Housing Aptrohibits a

National variation in the mortgage rates charged by thede(ichown as “tiered
Affordable pricing”) that exceeds 2% for FHA-insured mortgagesleon dwellings
Housing Act located within a particular area.

Requirements

Reference: For more information on the prohibition of matg rate
variation, se@4 CFR 202.12

Continued on next page
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HUD 4155.2 Chapter 1, Section B

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.21.B.7.d  Section 203 of thélelping Families Save Their Homes AEetFSH) of 2009

HFSH Act
Eligibility

contains provisions that place additional requinets®n FHA-approved
lenders and expand FHA's authority to pursue enainey penalties for

Requirements  yjolations of program requirements. The provisitet limit eligibility for

those participating in FHA programs are descrilvethe table below.

\°24

All Principal Owners and Corporate Officers must canfirm that the institution and any
officer, partner, director, principal, manager, supervisor, loan processor, loan
underwriter, or loan originator participating in FH A programs, is not...

1 currently suspended, debarred, under a limitedadlehiparticipation (LDP), or
otherwise restricted under
* part 25 of Title 24 of the Code of Federal Reqgolagi
* part 180as implemented by part 2424
* any successor regulations to such parts, or
» similar provisions of any other Federal agency .

2 under indictment for, or been convicted of, an $ethat reflects adversely upon
the lender’s integrity, competence or fitness t@ntke responsibilities of an
approved lender.

3 subject to unresolved findings or federal lawstesulting from an audit,
investigation, or review by
* the Department of HUD or
« other federal, state or local governmental agenoies
* any other regulatory/oversight entities with jurcdbn over the activities of their

institutions and/or employees.
Note: For a definition of unresolved findings, 486D 4155.1 1.B.7.f

4 » engaged in business practices that do not conforgererally accepted practice

of prudent lenders or that demonstrate irrespolitgibi

5 convicted of, or pled nolo contendere to, a feloglgted to participation in the rea
estate or mortgage loan industry
* during the seven-year period preceding the daspplication for licensing and

registration, or
* at any time preceding such date of applicatiothaffelony involved an act of
fraud, dishonesty, breach of trust, or money latnde

Continued on next page
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Chapter 1, Section B HUD 4155.2

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.2 1.B.7.d HFSH Act Eligibility Requirement (continued)

All Principal Owners and Corporate Officers must canfirm that the institution and any
officer, partner, director, principal, manager, supervisor, loan processor, loan
underwriter, or loan originator participating in FH A programs, is not...

6 in violation of provisions of th&ecure and Fair Enforcement (S.A.F.E.) for
Mortgage Licensing Act of 200@ublic Law 12 U.S.C 5101 et seq.), or any

applicable provision of state law.

7 in violation of any other requirement as establishg the Secretary.

4155.2 1.B.7.e
Investigations
for Crimes
Related to the
Mortgage
Industry

4155.2 1.B.7.f
Definition of
Corporate
Officer

1-B-16

Reference: For more information on civil money penaltieseBlUD 4155.2
9.D.5

All principal owners and corporate officers of FH#proved lenders must
confirm that none of their employees or subsidgaee involved in
investigations or reviews that may be due to atam= of fraud,
embezzlement, forgery, or any other crime relatetth¢ real estate or
mortgage loan industry.

FHA defines a Corporate Officer as a person withafthe following titles:

* Owner

» President

* Vice President

* Chief Operating Officer

 Chief Financial Officer

 Director

» Corporate Secretary

» Chief Executive Officer

* Member (i.e., of a Limited Liability Corporatiorgand
» Chairman of the Board.

Continued on next page



HUD 4155.2

Chapter 1, Section B

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

41552 1.B.7.9
Definition of
Unresolved
Findings

The unresolved findings and lawsuits and findirefenenced irHUD 4155.2
1.B.7.dmay include, but are not limited to

* Fair Housing Act lawsuits by the Department of ibesalleging an ongoing
pattern or practice of discrimination

» HUD letters of findings or charges alleging systemiolations of the Fair
Housing Act

 open issues in any HUD Office of the Inspector Gain@IG) audit,
investigation or review

 any action by HUD’s Mortgagee Review Board (MRB)

* the suspension, surrender, or revocation of asear any kind (e.qg.,
Mortgage Broker License, CPA) by a state or logebgiction

* the imposition of fines, settlement agreementstler monetary sanctions
by a state or local entity, or

 any other action taken by a government agency.

Findings are considered “unresolved” until an aci®taken by the
investigating entity, or the entity formally deten@s that no action is
warranted.

Continued on next page
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Chapter 1, Section B HUD 4155.2

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.2 1.B.7.h  An FHA-approved lender is required to notify FHAaify of its individual

Change of employees are subject to a sanction or anotherrasinaitive action.
Lender Status

under the Lender must report to FHA business changes inctuttia

HFSH Act

» debarment, suspensionldDP, or the application of other sanctions,
exclusions, fines, or penalties pursuant to applecarovisions of state or
federal law, and applied to the lender, or to ainhe lender’'s
- officers
- partners
—directors
— principals
- managers
— supervisors
—loan processors
—loan underwriters, or
- loan originators, and

* revocation of a state-issued mortgage loan origimatense issued pursuant

to theS.A.F.E.Act, or any other declaration of ineligibility muant to state
law.

References. For more information on

 the S.A.F.E. Mortgage Licensing Act of 2008, see
http://www.nls.gov/offices/hsg/ramh/safe/safeaati,.and

« all business changes lenders must report to FH&, se
— Chapters 2 and 6 4f{UD 4060.1REV-2, Mortgagee Approval Handbook
- ML 10-38 and
-HUD 4155.2 1.B.7.k

Continued on next page
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HUD 4155.2

Chapter 1, Section B

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.2 1.B.7.i
Compliance

with the SAFE
Act and NMLS

4155.2 1.B.7 ]
Notification of
Business
Changes

The failure of an FHA-approved lender to complyhiite requirements of
the S.A.F.E. Act and applicable state law is cdasaithdrawal of FHA
lender approval, or loss of authorization to pgsate in FHA lending
programs.

Principal Owners and Corporate Officers must comfinat all employees, as
required, consistently meet their respective stét@nsing requirements, as
well as all federally-mandated licensing or re@iStm requirements,
including registration with the Nationwide Mortgalgeensing System and
Registry (NMLS).

References: For more information on

 the S.A.F.E. Mortgage Licensing Act of 2008, see
http://www.nls.gov/offices/hsg/ramh/safe/safeaati,.and

* each state’s NMLS requirements and implementatiangp see
http://mortgage.nationwidelicensingsystem.org

Subsequent to approval, an FHA-approved lender musediately notify
HUD in writing of any business changes that affecapproval status or its
ability to effectively and efficiently engage in BPHactivity, such as changes
to corporate officers, shareholders, ownershigneaships or control. These
changes must be reported on the lender's comp#eyHead, signed by a
principal owner or corporate officer, and sent to:

U.S. Department of Housing and Urban Development
Office of Lender Activities and Program Compliance
Attn: Director, Lender Approval and Recertificatio
451 7" St. SW, Room B-133/P3214

Washington, DC 20410

References:
* For additional information on all business changeslers must
report to FHA, see
— Chapter 6 oHUD 4060.1REV-2, Mortgagee Approval Handbook
— ML 10-38, and
-HUD 4155.2 1.B.7.k
* For a definition of corporate officer, se®D 4155.2 1.B.7.e

Continued on next page
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Chapter 1, Section B HUD 4155.2

7. Helping Families Save Their Homes Act and Other
Housing Act Requirements, Continued

4155.2 1.B.7.k FHA Connection (FHAC) must reflect an approved Ergicurrent address

Changes to at all times. For HUD to ensure a delivery conftran of any official
Lender’s notices, the lender must input its street addresisa FHAC field labeled
Address Administrative Address.

4155.2 1.B.7.l  Under Section 203 of thdFSH Act, an FHA-approved lender must use its
Use of Lender's HUD-registered business name(s) in all advertisésnamd promotional

Name in materials related to FHA programs. HUD-registdradiness names must
Ag&’::‘;ﬁgg include any aliases or “doing business as” (DBAjaa on file with FHA.
u

HFSH Act

Lenders must keep copies of all advertisementgamuotional materials for
a period of two years from the date that the maleare circulated or used to
advertise.

4155.2 1.B.7.m UnderHFESH it is a violation warranting a civil money penalb use,

Unauthorized without authorization
Use of Seal,
Logo or

* the FHA seal or logo
Acronyms

* the Department of HUD seal or logo

 the Government National Mortgage Association (&nviiae) seal or logo

* the acronyms HUD, FHA or GNMA, or

« any other official seal or logo of the DepartmehHD, except as
authorized by the Secretary.

References. For more information on
* civil money penalties, seeUD 4155.2 9.D.5and
* additional requirements for lenders under HFSHMEe®9-31.
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Chapter 1, Section B

8. Reporting Fraud and Abuse

Introduction

Change Date

4155.2 1.B.8.a
Reporting
Fraud,
Violations and
Program
Abuses

This topic contains information on reporting fraart abuse, including

* reporting fraud, violations and program abuses
* methods of reporting fraud or abuse, and
* management response and corrective actions forriadadeficiencies.

March 1, 2011

A lender, or any of its employees, must report irdiately to HUD if they
detect any

* violations of law or regulation
« false statements

* potential fraud

» material deficiencies, or

* program abuses.

Lenders must monitor all loans they originate, unaiée or service for the
above items throughout the lifecycle of the loans.

Continued on next page
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Chapter 1, Section B HUD 4155.2

8. Reporting Fraud and Abuse, Continued

4155.2 1.B.8.b
Methods for
Reporting
Fraud or Abuse

4155.2 1.B.8.c
Management
Response and
Corrective
Actions for
Material
Deficiencies

1-B-22

A report of fraud or abuse may be submitted to HlHD

* the Internet at
http://www.hud.gov/offices/pih/programs/ph/rhiipfagporting.cfmat

* the Neighborhood Watch Early Warning system, asrdsed in paragraph
7-3(J) ofHUD 4060.1 REV-2Mortgagee Approval Handbook

* phone, by calling
- toll-free at 1-800-347-3735, or
—TDD at 202-708-2451

« fax, at 202-708-4829, or

* U.S. Mall, by sending the report to the followinddaess:

U.S. Department of Housing & Urban Development
Office of Inspector General Hotline

Assistant Inspector General for Investigations

451 7" Street, S.W., Room 8270

Washington, DC 20410

Reference: For theHotline Complaint Intake Form, see
http://www.hud.gov/offices/pih/programs/ph/rhiipfsdcomplaintform.dac

Management is expected to review and respond aiogbydo each instance
of fraud or other serious deficiency, indicatingavkteps, if any, have been
taken to cure or resolve the violations.

All corrective actions taken in response to insésnaf fraud or other serious
material deficiencies should be reported to HUDthiNeighborhood Watch
Early Warning System, as describedddD 4155.2 1.B.8.b
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Chapter 1, Section C

Section C. Home Mortgage Insurance Programs

Overview

In This Section

This section contains the topics listed in theeadi#low.

Topic Topic Name See Page

1 General Information on Home Mortgage 1-C-2
Insurance Programs

2 Section 203(b) Home Mortgage Insurance 1-C8

3 Section 203(h) Home Mortgage Insurance for 1-C-6
Disaster Victims

4 Section 203(i) Home Mortgage Insurance for 1-C-9
Outlying Areas

5 Section 203(k) Rehabilitation Home Mortgage 1-C-11
Insurance and Streamlined Limited Repair
Program

6 Section 203(n) Single Family Cooperative 1-C-17
Program

7 Section 220(d)(3)(A) Urban Renewal Mortgagel-C-19
Insurance

8 Section 220(h) Insured Improvement Loanst 1-C-23
Urban Renewal Areas

9 Section 223(e) Miscellaneous Housing 1-C-25
Insurance

10 [Placeholder] 1-C-27

11 Section 234(c) Mortgage Insurance for 1-C-28
Condominium Units

12 Section 238(c) Mortgage Insurance in Militafy 1-C-31
Impacted Areas (MIAS)

13 Section 245(a) Graduated Payment Mortgage 1-C-32
(GPM) and Growing Equity Mortgage (GEM

14 Section 247 Single Family Mortgage Insurancel-C-37
on Hawaiian Home Lands (HHL)

15 Section 248 Single Family Mortgage Insuramncel-C-41
on Indian Lands (IL)

16 Section 251 Adjustable Rate Mortgages 1-C-43
(ARMS)

17 Section 255 Home Equity Conversion 1-C-48
Mortgage (HECM)

1-C-1



Chapter 1, Section C HUD 4155.2

1. General Information on Home Mortgage Insurance

Programs

I ntroduction

Change Date

415521.C.la
Types of

M ortgage
Insurance
Programs

415521.C.1b
Enabling
Legidation for
Single Family
Insurance
Programs

1-C-2

This topic contains general information on home tgexye insurance
programs, including

* a description of the types of home mortgage instegmmograms described
in this section, and

* the enabling legislation for these programs.

March 1, 2011

This section provides a brief description of allA&kingle family mortgage
insurance programs. Unless otherwise stated, FEiAgle family programs
are limited to primary residences only.

All of the FHA's single family programs are authaed by the enabling
legislation of Title 1l of the National Housing AcEach program is generally
referred to by its particular section of the Act.

Reference: For more information on FHA’s home mortgage nasice
programs, seelUD 4155.2 1.A.1




HUD 4155.2

Chapter 1, Section C

2. Section 203(b) Home Mortgage Insurance

I ntroduction

Change Date

415521.C.2a
Description of
Section 203(b)
Insurance

4155.21.C.2b
Determination
of the 203(b)
Maximum
Insurable
Mortgage for
Purchases

This topic contains information on the Section 2)3{ome Mortgage
Insurance program, including

* a description of Section 203(b) insurance

* the determination of the maximum insurable mortgag@urchases
* statutory loan limits

* maximum loan-to-value (LTV) ratios

* the required minimum investment policy

* the mortgage term

* MIP payment, and

* the refinancing policy.

March 1, 2011

Section 203(b) Home Mortgage Insurance insureseienagainst losses on
mortgage loans used to

« finance the purchase of proposed, under constryatioexisting one- to
four-family dwellings or manufactured homes, or
* refinance indebtedness on existing housing.

The maximum insurable mortgage under Section 208(@¢termined by the
lesser of the

* statutory maximum loan limit, or
* applicable loan-to-value (LTV) ratio.

References: For information on
* statutory loan limits, sedUD 4155.2 1.C.2.cand
 maximum LTV ratios, seelUD 4155.2 1.C.2.d

Continued on next page
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2. Section 203(b) Home Mortgage Insurance, Continued

4155.21.C.2c
Section 203(b)
Statutory Loan
Limits

4155.21.Cc.2d
Section 203(b)
Maximum LTV
Ratios

1-C-4

Statutory loan limits for home mortgage loans ur8(b) in high-cost areas
are based upon the median sales prices in the Stagutory limits may be
50% higher in Alaska, Hawaii, Guam, and the Virglands.

Note: Dollar limitations may be increased by up to 20%e increase is
directly attributable to the cost and installat@ira solar energy system on the

property.

Reference: Statutory loan limits may be found
 on the HUD website atww.hud.goy or
* by accessing the FHA Connectiorhéips://entp.hud.gov/clas/

The maximunlLTV for a property depends upon the

* stage of construction:

- proposed

—under construction, or

— existing
* appraised value and sales price (for a purchasd), a
* borrower’s decision credit score.

Note: Although the upfront mortgage insurance premiurNIIP) may be
financed, the underwriter should not include it wiag@plying the appropriate
LTV.

References:. For more information on
* maximum LTVs for
— properties in different stages of construction, lded® 4155.1 2.B
- refinance transactions, see HUD 4155.1 3.A.1.g
— borrowers using 203(h), Mortgage Insurance for SimaVictims, see
HUD 4155.1 6.A.6.d
- borrowers with non-traditional or insufficient cretistories, seélUD
4155.1 4.C.3.aand
* minimum decision credit scores, 986D 4155.1 4.A.1.@andHUD 4155.1

4.A.1.)

Continued on next page
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Chapter 1, Section D

Section D. FHA Connection

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Pags
1 Overview of the FHA Connection 1-D-2
2 Accessing the FHA Connection 1-D-6
3 Requesting an FHA Case Number 1-D-9
4 Canceling and Reinstating Case Numbers 1-D-12
5 Transferring Case Numbers 1-D-13
6 FHA Connection for Third-Party Originators| 1-D-16

and Sponsors

1-D-1



Chapter 1, Section D HUD 4155.2

1. Overview of the FHA Connection

Introduction

Change Date

4155.21.D.1.a
Description of
FHA
Connection

1-D-2

This topic contains general information on the FB@nnection, including

* a description of FHA Connection

* FHAC functionality

* FHAC Help Screen information

* FHAC error messages

* logging appraisal information into FHAC, and
* FHAC B2G.

March 1, 2011

The FHA Connection (FHAC) is an interactive podalthe Internet that
provides approved FHA lenders real-time accessversl FHA systems,
including FHA’s Computerized Homes Underwriting M@ement System
(CHUMS).

Reference: For more information, see tiké¢1A Connection Guide

Continued on next page



HUD 4155.2 Chapter 1, Section D

1. Overview of the FHA Connection, Continued

4155.21.D.1.b FEHAC provides lenders with the ability to perform folowing transactions
FHAC electronically:
Functionality
* request
- FHA case number assignments
— appraiser assignments
— case queries
- refinance authorizations
—insurance
—inspector assignments
—loan data
— case cancellations
- Credit Alert Interactive Voice Response System (CRS) authorizations
- reports, and
—Home Equity Conversion Mortgage (HECM) insurance
« transfer cases to other lenders or sponsors
 query approval lists
* create
— Institutional Master File (IMF) sponsor relationssj and
— Authorized Agents for Title I
* register
— underwriters
—automated underwriting systems, and
— sponsored third-party originators (TPO)
* transmit any additional FHA information on a pautar property
» change IMF addresses
* inquiry IMF addresses, and
 add Title | and Title Il branches.

I mportant: Direct Endorsement (DE) lenders must use FHAGe T
Homeownership Centers (HOC) will not accept teley@hor mail requests for
case numbers, case status, or any actions thatecperformed by the lender
through FHAC.

Continued on next page
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HUD 4155.2

1. Overview of the FHA Connection, Continued

4155.21.D.1.c
Help Screen
Information

4155.21.D.1d
FHAC Error
Messages

4155.21.D.1.e
Logging
Appraisal
Information
Into FHAC

1-D-4

A Help ? icon is located on the upper right hancheoof eactFHAC screen
to assist the user. The Help window describesysteem’s

» functions

* data entry fields

» valid data entries, and

* information that is returned to the user upon penfog various functions.

Important: Lenders should consult the Help screens befolimga&tHA for
assistance with the data entry fields.

Reference: For more information on FHAC, see thEA Connection Guide

FHAC users receive immediate feedback, in the formeaftenic error
messages, on reasons for possible non-insurareaedeks must correct any
errors before cases are submitted for insurance.

Reference: For information on the types of errors the lenaest correct
prior to submitting the case binder for insurarss® theFHA Connection
Guide

For all cases, includingdECMs, the

* appraiser must send his/her original appraisalcar@dcopy to the lender
(the appraiser should not mail the appraisal tdHO€), and

* lender is required to enter the appraisal inforarainto FHAC prior to
receiving insurance.

When mailing the HUD case binder to the HOC, Btielender must include
the original appraisal and copy provided by theraiger.

Note: Lenders originating HECM loans enter the apaidargormation into
FHAC for the system to calculate the mortgage insuranemium (MIP).

References: For more information on
* on the Appraisal Logging screen, 9k 10-15 and
* FHAC, see th&HA Connection Guide

Continued on next page



HUD 4155.2 Chapter 1, Section D

1. Overview of the FHA Connection, Continued

4155.21.D.1f The FHA Connection Business-to-Government (FHAC B&g@ecification

FHAC B2G allows lenders to transmit data directly from th@im internal loan
processing systems to FHA without re-keying data fHAC or functional
equivalent.

B2G reduces the data entry burden for lenders B saefficient
transmission of large volumes of data to FHA. FRAC B2G Guide and a
list of available functions and enhancements mafpbed at
http://www.hud.gov/offices/hsqg/sfh/f17c/welcome.cfm

1-D-5
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2. Accessing FHA Connection

Introduction

Change Date

4155.21.D.2.a
Where to
Access FHA
Connection

4155.21.D.2.b
Types of IDs
for FHAC

1-D-6

This topic contains information on accessing théREbnnection, including

» where to access FHA Connection (FHAC)
* types of user IDs for FHAC, and
* obtaining user IDs for FHAC.

March 1, 2011

The FHA Connection (FHAC) is accessed on the Ietern

 from the HUD website atww.hud.govy or
 athttps://entp.hud.gov/clas

Also available at the HUD website are the

» FHA Connection Quick Start Guide, with in-depth instructions on using the
portal, and
» FHA Connection Guide, which describes the functions available to leader

A user identification number (ID) is necessaryigmonto theFHAC portal.
The two types of user IDs that are issued are the

 Application Coordinator ID, and
 Standard ID.

Each lender must designate an Application Coordirettthe corporate level
prior to requesting standard IDs.

Note: A maximum of two Application Coordinator IDs mhag issued per
lender at the corporate level.

Continued on next page



HUD 4155.2 Chapter 1, Section D

2. Accessing FHA Connection, Continued

4155.21.D.2.c The table below describes the stages in the prdoesbtaining Application

Obtaining User  Coordinator and standard user IDs F&tAC.
IDs for FHAC

Stage Description

1 The lender designates an Application Coordin@oa maximum
of two Coordinators).
2 The Application Coordinator obtains an ID by cdatipg theFHA
Application Coordinator Registration Forom the FHAC website
with the following information:

* name

* Social Security number (SSN)

* lender ID

» e-mail address

* mother’'s maiden name

* desired password, and

* the system name for which they are applying forlbhe
3 After successfully completing the form

* the system generates a user ID which is mailededender’s
president/CEO, and

* the president/CEO forwards the ID upon receipheo t
Application Coordinator.

Note: If the president/CEO feels that the applicamugtt not
receive this ID, he/she may contact the Help Ling-&00-
CALLFHA (800-225-5342) to have the ID terminated.

4 Once the Application Coordinator has his/herdiher lender
employees may request standard IDs for themselves b

» completing the FHAC ID Registration form, indicajithat they
are requesting standard 1Ds, and
* providing the same information as in Stage 2.

Continued on next page
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HUD 4155.2

2. Accessing FHA Connection, Continued

4155.2 1.D..c Obtaining User IDs for FHAC (continued)

Stage Description
5 After the employees successfully complete thegjistrations
* the system generates the standard IDs, and
* the Application Coordinator is able to retrieve tbs from the
system.
6 The Application Coordinator uses the FHMaintenance Screen

to

* grant company employees proper authorization anesacto
different applications (such &ase Query, Appraiser
Reassignment, Insurance Processing, etc.), and

» remove IDSrom the system when necessary.

1-D-8
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Chapter 1, Section D

3. Requesting an FHA Case Number

Introduction

Change Date

4155.2 1.D.3.a
Requesting an
FHA Case
Number

4155.21.D.3.b
Requesting
Case Number
Before
Appraiser
Assignment

This topic contains information on using the FHANGection to obtain case
numbers, including

requesting an FHA case number, and

requesting case number before appraiser assignment
case numbers on sponsored originations

NMLS ID for case number assignment, and
requirements for obtaining case numbers.

March 1, 2011

Lenders should request and cancel case numbetgsondance with prudent
business practices and existing guidance, usinglt#e Connection (FHAC)
or its functional equivalent. A case number shdaddbtained only when the
lender has an active loan application for the sttijerrower and property in
accordance wittHUD 4155.2 1.A.2.a

Sponsored third-party originators (TPO) cannot oFel¢A case numbers or
access FHAC.

References: For more information on
* ordering case numbers on sponsored originatiorsie® 4155.2 1.D.3.c

« additional requirements for requesting a case nunseeHUD 4155.2
1.D.3.e

» cancellation of case numbers, $8¢D 4155.2 1.D.4and
* FHAC, see th&HA Connection Guide

Lenders may request a case numbé&HMC without first having to select an
appraiser from the FHA Appraiser Roster and inpatdppraiser’s
information in theCase Number Assignment screen.

The effective date of the appraisal must be aftercise number assignment
date, except in limited circumstances as desciilétUD 4155.2 4.4.0

References: For more information on
* theFHA Appraiser RosterseeHUD 4150.2 and
* property valuation and appraisals, see Chapter-idd 4155.2.

Continued on next page
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HUD 4155.2

3. Requesting an FHA Case Number, Continued

4155.2 1.D.3.c
Case Numbers
on Sponsored

Originations

4155.2 1.D.3.d
NMLS ID for
Case Number
Assignment

4155.2 1.D.3.e
Requirements
for Obtaining
Case Numbers

1-D-10

Lenders will not be able to order case numbersgponsored originations
unless theiT PO has been registered HHAC, per instructions provided at
HUD 4155.2 1.D.6.a

On theCase Number Assignment screen, the sponsoring lender that is
requesting the case number must answer, “Is tBigoasored Originator
Case?” If the lender selects

* Yes it must click on th&ponsored Originator EIN selection from the drop-
down window, and enter the TPQZN in the field, or

* No, this response indicates that it is acting ind@eacity of an FHA-
approved entity. The lender must click on @reginator 1D selection from
the drop-down window, and enter the FHA lenderrhe field.

Effective April 1, 2011, the name of the loan o#fiavho took the application
from the borrower and his/her Nationwide Mortgageehsing System and
Registry identification number (NMLS ID) must betered on the revised
Uniform Residential Loan Applicatioand theCase Number Assignment
screen irEHAC.

Reference: For additional information required on sponsof&® loans, see
HUD 4155.2 1.D.3.c

Effective April 18, 2011, when requesting a casmber, FHA systems will
require the lender to

» certify that it has an active loan application tioe subject borroweand
property in accordance withUD 4155.2 1.A.2.aand

* provide the subject borrower’s name and social r#gyawmber forall
proposed construction and existing constructios fean one year old.

Reference: For a screen shot of the system enhancement #r thi
requirement, see Appendix | bfL 2011-10Q
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Chapter 1, Section D

4. Canceling and Reinstating Case Numbers

Introduction

Change Date

4155.21.D.4.a
Canceling a
Case Number

This topic contains general information on canaghnd reinstating case
numbers, including

 canceling a case number
e automatic case number cancellations, and
 reinstatement of case numbers.

March 1, 2011

The lender must fax a cancellation request, sp@agfthe reason for
cancellation, to the appropriate Homeownership &¢tOC) to close an
outstanding file and cancel the FHA case number if

 an appraisal has not been completed and the barmei@ot close the loan
as an FHA loan

 the FHA mortgage insurance will not be sought, or

* the appraisal has already expired.

Reference: For information on requesting an FHA case numbeeHUD
4155.21.D.3

Continued on next page
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4. Canceling and Reinstating Case Numbers, Continued

4155.21.D.4.b
Automatic Case
Number
Cancellations

4155.21.D.4.c
Reinstatement
of Case
Numbers

1-D-12

Beginning April 18, 2011, FHA'’s systems will autotcally cancel an
uninsured case number where there has been nayafdivsix months since
the last action taken, except for

* an appraisal update, or
* transmission of the Upfront Mortgage Insurance Ruem(UFMIP) to
FHA.

“Last action taken” includes

» case number assigned

* appraisal information entered

e firm commitment issued by FHA

* insurance application received and subsequent epdand
* Notice of Return (NOR) and resubmissions.

Last action taken doewt include updates to borrowers’ names and/or
property addresses. For example, making changée taumber of borrowers
on a loan will not reset the six-month timeframedatomatic cancellation

A report on case numbers that will be automaticadlgcelled the following
month may be accessed throdghA Connection/Sngle Family
Origination/Origination Reports.

If a case number has been canceled, and FHA insewmalh be sought, the
lender must fax a request to the approp#@C, requesting that the case
number be reinstated to an active status.

Case numbers that were automatically cancelletydimgy those for
condominium units, will not be re-instated unldss kender provides
evidence that

* the subject loan closed prior to cancellation ef¢tase number, such as a
HUD-1 Settlement Satement, or

* not reinstating the case number causes an unddsiarto the borrower
that is unrelated to recent changes to premiumsuaddrwriting
requirements.
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Chapter 1, Section D

5. Transferring Case Numbers

Introduction

Change Date

4155.21.D.5.a
Requirements
for the
Transferring
Lender

This topic contains information on transferringeasimbers, including

* requirements for the transferring lender

case number transfer for new borrower using exjstippraisal

case number transfer involving a rejected loan

case number transfer involving a Master Appraisgdtt (MAR), and
case number transfer involving a sponsored origmat

March 1, 2011

Transferring lenders are expected to cooperateartransfer of case
numbers. At the borrower’s request, the lendertrassign the case number
to the new lender using tl@&ase Transfer function in the FHA Connection
(FHAC). Additionally, the transferring lender

* is not entitled to a fee for the transfer of a streamigfenance case number,
regardless of the current stage of processinghfotdan

* may be entitled to any lock-in fee collected frdre borrower at the time of
application

* isrequired to provide the new lender with the agadaibut isnot required
to provide any processing documents.

Note: If processing documenése provided, the transferring lender

* must negotiate the fee with the new lender, and

* is not authorized to charge the borrower a separateofethé transfer of the
processing documents.

Reference: For more information on the FHA Connection, bik¢D 4155.2
1.D.2

Continued on next page
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5. Transferring Case Numbers, Continued

4155.21.D.5.b

Case Number
Transfer for
New Borrower
Using Existing
Appraisal

4155.2 1.D.5.c
Case Number
Transfer
Involving a
Rejected Loan

4155.2 1.D.5.d
Case Number
Transfer
Involving a
MAR

1-D-14

If a case number transfer involves a new borrovsergian existing appraisal,
the new lender

* collects an appraisal fee from the new borrowed, an
* sends the fee to the original lender, who, in tuefynds the fee to the
original borrower.

If the transfer involves a rejected loan, the orddilender must complete the
Mortgage Credit Rgect function inEHAC prior to transferring the loan.

Reference: For more information on the FHA Connection, sikd¢D 4155.2
1.D.2

If a case number transfer involves a Form HUD 91B2@aster Appraisal
Report (MAR), the transferring lender is only entitled to a-paita share of the
cost of the MAR.

While the lender may have expended resources torothte MAR in
anticipation of capturing most, if not all, of thedividual mortgage loans, it
may not deny an appraisal assignment request ¢éoravieer who wishes to
use an alternative lender.

Example: If the MAR is for 100 units at a cost of $10,08@ new lender
pays the transferring lender $100 per unit.

Important: As of January 12, 2011, no new case numberswilissigned
for loans in which the appraisal report is a MAIRor more information on
the elimination of MARS, sellL 11-07.

Continued on next page
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5. Transferring Case Numbers, Continued

4155.21.D.5.e To transfer a case number to a new approved lemdgyonsored third-party
Case Number  griginator (TPO), the transferring lender must ctetethe actions iFHAC

Transfer as described in the table below.
Involving a
gp_onsored If the loan origination company is | Then, from the drop-down
riginator L : :
acting in the capacity of... window...
sponsored third-party originator | « click on Sponsored Originator
(TPO) EIN selection

« enter the EIN in the field, and
 enter date of Assignment Letter.
FHA-approved lender * click onOriginator ID selection

« enter the FHA approved lender ID
in the field, and

enter date of Assignment Letter.

Note: The date of Assignment Letter is the date thatttansfer between
lenders occurred.
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HUD 4155.2

6. FHA Connection for Third-Party Originators and Sponsors

Introduction

Change Date

4155.2 1.D.6.a
Sponsored
Originator
Maintenance
Screen in FHA
Connection

4155.21.D.6.b
Sponsored
Originators in
FHAC

1-D-16

This topic contains information on the use of FH&n@Gection (FHAC) for
third-party originators and their sponsoring lersd@ncluding

 sponsored originator maintenance screen in FHA Eciion
sponsored originators in FHAC, and

case number assignment screen for sponsored drggisa

Insurance Application and HECM Insurance Applicatsecreens, and
case query screen.

March 1, 2011

Third-party originators (TPO) must be registere@ihA Connection (FHAC)
by their sponsoring lenders, on t@nsored Originator Maintenance screen
listed on theSingle Family Origination, FHA Approval List selection screen.
The sponsoring lender’'s FHAC Application Coordimatast grant the
appropriate users access to registe0s, as described iHUD 4155.2 1.D.
2.C.

For registrations, the TPO must provide the

* entity’s legal name

» Employer Identification Number (EIN) issued by théernal Revenue
Service, and

» Nationwide Mortgage Licensing System & Registry (N®) identification
number.

Lenders can view existing or add new TPOs orjumsored Originator
Maintenance screen

Once a sponsorePO has been registered MHAC, any sponsoring lender
may process FHA loans with that entity.

Lenders that are FHA-approved may originate FHA%as a sponsored
originator. The processes in this section reggréiHAC for sponsored
TPOs also apply to FHA-approved lenders actingpaasored originators.

Continued on next page
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Chapter 1, Section D

6. FHA Connection for Third-Party Originators and Sponsors,

Continued

4155.2 1.D.6.c
Case Number
Assignment
Screen for
Sponsored
Originations

4155.21.D.6.d
Insurance
Application and
HECM
Insurance
Application
Screens

4155.21.D.6.e
Case Query
Screen

The Case Number Assignment screen irfHAC requires the entry of data that
indicates if a loan is a sponsored originationth§TPO s not already
registered in FHAC, the sponsoring lender will reeean error message
when requesting a case number.

References. For information on
* registering TPOs in FHAC, sé8JD 4155.2 1.D.6.gand
» ordering case numbers for sponsored originatiazei5ID 4155.2 1.D.3.c

The twolnsurance Application entry screens will display the sponsored
TPOs name andIN that was previously entered on tBase Number
Assignment screen.

References: For more information on

* the Case Number Assignment screen for Sponsored Originations, si&éD
4155.2 1.D.6.cand

» ordering case numbers for sponsored originatiazei5ID 4155.2 1.D.3.c

The Case Query screen will display the sponsoréBO for sponsored
originator cases.
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Section A: Direct Endorsement (DE) Program Lender

Overview

Application

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page

1 Overview of the DE Program Lender 2-A-2
Application and Approval Process

2 Lender Eligibility Requirements 2-A-5

3 General Information on Underwriting and 2-A-9
Underwriters

4 Underwriter Qualification Criteria and 2-A-11
Responsibilities

2-A-1



Chapter 2, Section A HUD 4155.2

1. Overview of the Direct Endorsement (DE) Program Lender
Application and Approval Process

Introduction

Change Date

4155.2 2.A.1.a
DE Program
Participation Is
a Privilege

4155.22.A.1.b
Lender Code of
Ethics

2-A-2

This topic contains information on the Direct Engkment (DE) Program
lender application and approval process, including

» DE Program patrticipation is a privilege

* the lender code of ethics

» DE lender application file at HOC, and

» an overview of the DE lender application and appt@vocess.

March 1, 2011

FHA'’s approval of a lender to participate in thed2t Endorsement (DE)
Program is a privilege. To obtain DE approvakrder must demonstrate it
has the qualifications, experience, and experntis;tierwrite mortgage loans
that satisfy FHA requirements. To maintain apploadender must
consistently underwrite and close loans that mie&tHA requirements.

A DE lendermustconduct its business operations in accordance with

 accepted sound mortgage lending practices

* ethics

* standards, and

« all federal and state laws applicable to mortgaayeing.

Continued on next page
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1. Overview of the Direct Endorsement (DE) Program Lender
Application and Approval Process, Continued

4155.22.A.1.c  Each Homeownership Center (HOC) must establisle ddr every lender

DE Lender that applies foDE approval within its jurisdiction. The file musbmtain
Application File

at HOC  documentation of the entrance conference withehder

* copies of the conditional approval letter, or récletter if applicable, and
* individual Underwriting Reports for the 15 (or mppge-closing test cases.

Reference: For information on the pre-closing test casesphae¢iUD
4155.22.B.3

4155.2 2.A.1.d The table below describes the stages of the |lesqoj@ication and approval
Overview of DE  process for th®E Program.

Lender

Application and

Approval

Process

Stage Description

1 The lender applies for, and receives, basic @@l from
FHA'’s Office of Lender Activities and Program Conagpice,
located at FHA Headquarters.

References: For the requirements for obtaining basic FHA
mortgage lender approval, see

» HUD 4060.1 Mortgagee Approval Handbook

« ML 10-20

e« HUD 4155.2 2.Aand

* HUD 4155.2 2.B

2 The lender applies for pre-closing DE approvaserding to the
HOC where their corporate office is located

* a letter requesting pre-closing DE approval, whindhudes the
DE underwriter’'s name and Computerized Home Undéngr
Management System (CHUMS) identification (ID) numiznd

* a copy of the HUD approval letter, received frora @iffice of
Lender Approval in HUD Headquarters, granting bagiproval

Continued on next page
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1. Overview of the Direct Endorsement (DE) Program Lender
Application and Approval Process, Continued

Overview of DE Lender Application and Approval Proces: (continued)

Stage Description
3 Upon receipt of the written request from the Emdhe HOC

* sends out an approval letter for pre-closing thelides the
specific requirements that must be met for uncaoowtd DE
approval

* provides reference material to the lender

* establishes a lender file, and

* sets up an entrance conference with the lendechaieither
conducted face-to-face or by telephone.

Note: The purpose of the conference is to

 educate the lender about the submission and piaogess
procedures used by the HOC for pre-closing testscas

* provide the lender with contact information for tH&C

* highlight underwriting requirements, and

+ allow the HOC to answer questions from the lender.

4 The lender submits DE pre-closing test casesplor coded case

binders, to the HOC.

Reference: For more information on the pre-closing testecas
review phase, sé¢eUD 4155.2 2.B.3

5 The lender is either granted unconditional apgkov is
terminated.

Reference: For more information on the unconditional ap@iov
phase, seBlUD 4155.2 2.B.4
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2. Lender Eligibility Requirements

Introduction This topic contains information on lender eligityilrequirements, including

* basic lender eligibility requirements

quality control plarrequired for lender approval
changes affecting DE approval status

use of lender’s staff appraisers/inspectors

use of lender’s staff underwriter/appraiser, and
exceptions to use of staff appraisers/inspectors.

Change Date March 1, 2011

4155.2 2.A.2.a The table below outlines the requirements that gag# lenders must meet to
Basic Lender  be eligible for participation in the Direct Endamsent (DE) Lender Program.
Eligibility

Requirements

Requirement Description

Application A lender must apply for, and receivasic FHA mortgage
lender approval from FHA'’s Office of Lender Actirgs
and Program Compliance.

Lender Statug An eligible lender must be either a

* supervised or non-supervised mortgage lender, or
e governmental institution.

Note: A third-party originator (TPO) may participate i
FHA programsonly by establishing a sponsorship
relationship with an FHA-approved lender, as désctiin
HUD 4155.2 2.B.6

Experience An eligibl®E lender must have

« five years’ experience in the origination of sintgenily
mortgages, or

* a principal officer with a minimum of five years’
managerial experience in the origination of sirfglaily
mortgages.

Continued on next page
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2. Lender Eligibility Requirements, Continued

4155.2 2.A.2.¢ Basic Lender Eligibility Requirements (continued)

4155.2 2.A.2.b
Quiality Control
Plan Required
for Lender
Approval

2-A-6

Requirement Description
Staff An eligible DE lender must have on staff a full &m
Requirement | employee to serve as underwriter.

References:

» For general information on underwriting/underwistesee
HUD 4155.2 2.A.3

 For a description of the qualification criteria and
responsibilities of the underwriter, sid&D 4155.2
2.A4

Quality An eligible DE lender must have developed and

Control Plan | implemented a Quality Control Plan.

Reference: For more information on quality control plans
seeHUD 4155.2 2.A.2.b

Net Worth An eligible DE lender must have the nettiv
requirements prescribed HUD 4060.1 REV-2Mortgagee
Approval Handbookand updated biiL 10-20.

In order to qualify for basic FHA approval, a lendeust

» implement a written Quality Control Plan that
— ensures compliance with the rules, regulations,athdr FHA issuances
regarding mortgage loan origination and servicarg)
—is independent of the loan production function, and
* review and, when necessary, modify its existingl@u&ontrol Plan to
effectively evaluate and monitor the overall quadif loans submitted for
DE.

Note: Quality Control Plans doot have to name the FHA or tidE
Program.

Reference: For information on the primary objectives of QiyaControl
Plans and suggested underwriting and servicingefjuies, see Chapter 7 of

HUD 4060.1 REV-2Mortgagee Approval Handbook

Continued on next page
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2. Lender Eligibility Requirements, Continued

4155.2 2.A.2.c
Changes
Affecting DE
Approval
Status

4155.2 2.A.2.d
Use of Lender’s
Staff

Appraiser/
Inspector

4155.2 2.A.2.e
Use of Lender
Staff
Underwriter/
Appraiser

Lenders must notify FHA of changes that affeé approval status, as
described irHUD 4155.2 2.B.1.c

The lender may use its own staff appraiser andeictsp to perform appraisals
and inspections, except as notedHldD 4155.2 2.A.2.f The table below
outlines the requirements for staff appraisersiasgectors.

Role Requirement
Appraiser Staff appraisers must be registereBdA Roster of
Appraisergo perform appraisals for FHA loans.

Reference: For information on the FHA Roster of
Appraisers, seBlUD 4150.2 Valuation Analysis for Singlg
Family One to Four Unit Dwellings

Inspector Staff inspectors must be registere@léA Roster of
Inspectorgo perform inspections for FHA loans.

Reference: For information on the FHA Roster of
Inspectors, sedUD 4145.1 Architectural Processing and
Inspections for Home Mortgage Insurance

A DE underwriter may perform the mortgage credit anslg&the borrower
and the full underwriting analysis of the appraesadl application on the same
mortgage.

A DE underwriter who is also an appraiser on thé\Fbkter may not
perform an appraisal of the property that is t@éeurity for the mortgage
loan if he/she will perform the mortgage creditlgss of the borrower
and/or the full underwriting analysis of the apation.

Reference: For information on underwriter qualificationsdan
responsibilities, sedUD 4155.2 2.A.3

Continued on next page
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2. Lender Eligibility Requirements, Continued

4155.2 2.A.2.f
Exceptions to
Use of Staff
Appraiser/
Inspector

2-A-8

A lender’s staff technicians manpt be used, and qualified independent fee
appraisers and/or fee inspectors from the FHA Restastbe used, for
mortgage loans in which

* the borrower or seller is an employee of the lendier
* the lender
- has provided the construction loan, or
- has a financial interest in, owns, is owned byaf@liated with the
building or selling entity or real estate firm.

References. For more information on

* loans involving a business relationship that maystitute a conflict of
interest, seélUD 4155.2 3.B.2

* loans made to a lender’'s employee, lded 4155.2 3.B.3and

 the FHA Appraiser and Inspector Rosters, e 4155.2 2.A.2.d
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Chapter 2, Section A

3. General Information on Underwriting and Underwriters

Introduction

Change Date

4155.2 2.A.3.a
Importance of
the
Underwriter

4155.2 2.A.3.b
Underwriter
Sanctions and
Ineligibility

This topic contains general information on undetiwgi and underwriters,
including

* the importance of the underwriter

 underwriter sanctions and ineligibility

* registering an underwriter in FHA Connection, and
 use of an Automated Underwriting System (AUS).

March 1, 2011

The underwriter’s role and responsibilities ar¢ical elements of the Direct
Endorsement (DE) Program, and FHA looks to the imdeer as its focal
point.

To participate in th®E Program, a lender must have a qualified underwrite
on staff.

References: For information on
 underwriter qualifications and responsibilitiese B8®JD 4155.2 2.A.4
* lender eligibility criteria for the DE Program, sé&/D 4155.2 2.A.2

The mortgage lender is responsible for ensuringrtbaanctions exist
against its underwriter, as describedHidD 4155.2 1.B.7.&andHUD 4155.1
4.A.2.c Likewise, the underwriter cannot have any delemgu-ederal debt,
and maynat be listed on FHA Credit Alert Interactive Voicegponse
System (CAIVRS).

Continued on next page
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3. General Information on Underwriting and Underwriters,
Continued

4155.2 2.A.3.c  The lender must register each of its underwritef/SHA Connection

Registering an  (FHAC).

Underwriter in

FHA By registering an underwriter iFHAC, the lender certifies that he/she meets

Connection the necessary qualifications describe#liD 4155.2 2.A.4.aand is not
ineligible due to any criteria describedHiyD 4155.1 2.A.3.b

Reference: For more information on FHA Connection, $¢dD 4155.2 1.D

4155.2 2.A.3.d Mortgage lenders may use an Automated UnderwrBiygtem (AUS) that
Use of an AUS  employs the FHA Technology Open To Approved Lend&RTAL)
Mortgage Scorecard.

These systems evaluate loan application elemerdsiding information on
the applicant’s

e income

* credit history
 cash reserves, and
* mortgage loan.

AUS data is used to provide an underwriting recommgaowlahat either the

* borrower’s credit and capacity are acceptable, or
* loan application must be referred to an individwadlerwriter.

Important: An AUS doesot evaluate property acceptability; for this, an
individual underwriter must review the appraisal.

References. For more information on the TOTAL scorecard, see
« HUD 4155.1 6.A.1

* Mortgagee Letters (ML2004-0%1 04-44 04-47 05-15 and

* the TOTAL Mortgage Scorecard User Guide

2-A-10



HUD 4155.2 Chapter 2, Section A

4. Underwriter Qualification Criteria and Responsibilities

Introduction This topic contains information on

 underwriter qualifications, and
 underwriter responsibilities.

Change Date March 1, 2011

4155.2 2.A.4.a The table below describes the qualifications nergder a lender’s staff

Underwriter underwriter to be approved by HUD/FHA.
Qualifications

Qualification Description
General The underwriter must béudl time employee of the lende
and must be

-

* a corporate officer with signatory authority (ohetwise
authorized to bind the mortgage lender in matters
involving origination of mortgage loans), and

» employed by only one lender.

Note: The originating lender mayot contract out the
underwriting function.

Reference: For a definition of Corporate Officer, see
HUD 4155.2 1.B.7.e

Character The underwriter must be a reliable aspaesible
professional who is

« skilled in mortgage evaluation, and
« able to demonstrate knowledge and experience riegard
principles of mortgage underwriting.

Reference: For more information on underwriting
responsibilities, seeUD 4155.2 2.A.4.b

Continued on next page
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HUD 4155.2

4. Underwriter Qualification Criteria and Responsibilities,

Continued

4155.2 2.A.4a Underwriter Qualifications (continued)

Qualification

Description

Location

FHA has no requirement regarding thetioosof an
underwriter (for example, the main office or a lmfan
office).

Experience

The underwriter must have a minimuninie years full-
time recent experience (or equivalent) reviewinthbo
credit applications and one-to-four unit property
appraisals.

This experience should have been with an

* institutional investor originating for its own pfwlio or
purchasing these types of mortgage loans, or

« originator selling these types of mortgage loans to
investors.

Notes:

» Experience related solely to either mortgage ciadit
appraisal review counts for one half of the total
requirement.

» Other experience may include quality control re\sew
for investors or similar experiences.

Ineligibility
under the
HFSH Act

The underwriter may not be subjectaioy of the actions
or restrictions listed iUD 4155.2 1.B.7d
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4. Underwriter Qualification Criteria and Responsibilities,

Continued

4155.22.A.4.b The table below outlines the responsibilities assiitmy the underwriter.

Underwriter
Responsibilities

Responsibility

Description

Familiarity with
Underwriting
Procedures

The lender is responsible for ensuring the undéevisi
familiarity with

* the underwriting procedures discussed in principal
underwriting handbooks
— HUD 4155.1 Mortgage Credit Analysis for
Mortgage Insurance on One-to-Four Family
Properties and
—HUD 4155.2 Lender’s Guide to the Single Family,
Mortgage Insurance Process
* the appraisal procedures discussed in valuation
handbooks
—HUD 4145.1 Architectural Processing and
Inspections for Home Mortgage Insurance
—HUD 4150.1 Valuation Analysis for Home
Mortgage Insuranceand
—HUD 4150.2 Valuation Analysis for Single Family
One- to Four-Unit Dwellings
— HUD 4905.1 Requirements for Existing Housing,
One-to-Four-Family Living Unitsand
—HUD 4910.1 Minimum Property Standards for
Housing and
« all applicable FHA Mortgagee Letters that affect
appraisals and credit underwriting.

Coordination and
Compliance

The underwriter is responsible for

« coordinating all phases of the loan underwriting
process, and

 ensuring compliance with all FHA requirements an
prudent underwriting procedures.

[®X

Continued on next page
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4. Underwriter Qualification Criteria and Responsibilities,
Continued

4155.2 2.A.4.k Underwriter Responsibilities (continued)

Responsibility Description
Verification of The underwriter must ensure that information is
Information obtained and verified with at least the same daaie t

would be exercised if originating a mortgage inebhi
the lender would be entirely dependent on the ptgpe
as security to protect its investment.

Appraisal Review| The underwriter must ensure reasonable conclusions,
and Credit sound reports, and compliance with FHA requirements
Analysis by

* reviewing appraisal reports and compliance
inspections, and

» documenting all credit analyses performed and/or
obtained by fee and staff personnel.

Loan The underwriter is responsible for making decisions
Acceptability with due diligence and in a prudent manner, regardi
the

* acceptability of the

— appraisal

- inspections, and

— borrower’s capacity to repay the mortgage, and
« overall acceptability of the mortgage loan for FHA

insurance.
Personnel The underwriter must monitor and evaluate the
Performance performance of fee and staff personnel used for the

Direct Endorsement (DE) Program.

Continued on next page
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4. Underwriter Qualification Criteria and Responsibilities,

Continued

4155.2 2.A.2b Underwriter Responsibilities (continued)

Responsibility

Description

Detection of
Warning Signs

The underwriter must be

* attuned to the warning signs that may indicate any
irregularities, and
» alert and able to detect fraud.

Certification Page
3, Form HUD-
92900-A

By executing page 3 of ForllUD-92900-A HUD/VA
Addendum to Uniform Residential Loan Application
the underwriter certifies that he/she

* has personally reviewed all application documents

« finds compliance with the applicable requirements,
and

* is approving the loan for closing.

Closing Review
and Certification

The underwriter (or the lender or lender’s closing
department) must

* review all
- closing documents
— certifications on the closing statements, and
—legal instruments and other documents executed
closing, and
« certify on page 4 of forrlUD-92900-A HUD/VA

Addendum to Uniform Residential Loan Application

that the

- transaction and loan meet statutory and regulato
requirements of the FHA and National Housing A
and

—loan has been closed in accordance with the tern

at

Yy
ct,

and sales price specified in the sales contract.
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Section B: Direct Endorsement (DE) Program Lender
Approval

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page

1 General Information on Direct Endorsement 2-B-2
Lender Approval

2 Overview of the Direct Endorsement Lender| 2-B-4
Approval Process

3 Direct Endorsement Pre-Closing Test Case 2-B-6
Review Phase

4 Direct Endorsement Unconditional Approval| 2-B-10
Phase

5 Principal/Authorized Agent Relationship 2-B-12

6 Requirements for Sponsors of Third-Party 2-B-14
Originators

2-B-1
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1. General Information on Direct Endorsement Lender
Approval

Introduction The topic contains general information on Directi&sement (DE) lender
approval, including

* two phases of DE Lender approval

« eligibility for participation in the pre-closing veew phase
» DE authority for the lender, and

» changes that affect DE lender approval status.

Change Date March 1, 2011

4155.2 2.B.1.a The table below describes the two phases of thaelegpproval process in
Two Phases of  the Direct Endorsement (DE) Program.

DE Lender
Approval
DE Lender Approval Description of Phase
Phase
Pre-closing “test case” The lender with pre-closing approval submits “tesde” loans
review phase to FHA for review prior to closing.

References: For more information on the

* DE lender approval process, $¢6D 4155.2 2.B.2

* pre-closing review phase, se&D 4155.2 2.B.3and
Unconditional approval | The lender, having successfully completed the poshoy
phase review phase, receives unconditional approval fFté\ and
may close loans prior to submitting them to FHA for
endorsement.

Reference: For more information on the unconditional
approval phase, sétJD 4155.2 2.B.4

Continued on next page
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1. General Information on Direct Endorsement Lender
Approval, Continued

4155.22.B.1.b Alender is eligible and approved to participat¢he pre-closing test case
Eligibility for review phase upon satisfactory completion of theamee conference with

Participation in - the Homeownership Center (HOC).
the Pre-Closing

Review Phase  peterence: For more information on the entrance confereseeHUD

4155.22.A.1.d

4155.2 2.B.1.c  FHA grantsDE authority to the lendenot the individual underwriter. If a
DE Authority lender hires a registered DE underwriter who wasipusly employed by
for the Lender  another FHA-approved lender, a 15 case pre-clasivigw is still required.

4155.22.B.1.d An unconditionally approveDE lender that loses all of its registered DE
Changes That  underwriters automatically loses its DE approvatust, and must set up an

Affect DE Authorized Agent or Sponsored Third-Party Origimg&PO) relationship
Lender with another lender, or cease originating FHA loans

Approval

Status

Lenders are required to notify FHA whenever theeechanges that affect
their DE approval status

References: For more information on

* the Principal/Authorized Agent relationship, $€8D 4155.2 2.B.5
» Sponsored Third-Party Originators, $¢6D 4155.2 2.B.6and

» changes affecting DE approval status,de® 4155.2. 1.B.7.9g
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2. Overview of the Direct Endorsement Lender Approval
Process

Change Date March 1, 2011

4155.2 2.B.2.a This table outlines steps in the Direct Endorsenieai Lender approval

DE Lender process.
Approval
Process
Stage Description
1 A lender that applies for unconditional DE Lendpproval must

submit a minimum of 15 mortgage loan applicatiesttcases” for
review by the Homeownership Center (HOC).

Note: The test cases may vary by loan type, and nepsesent
expected underwriting situations. Since they aterstted to the
jurisdictional HOC prior to closing, the lender'sderwriter cannot
fully execute the Underwriter Certification on P&ef formHUD
92900-A HUD/VA Addendum to Uniform Residential Loan
Application

Reference: For instructions on completing the Underwriter
Certification during the pre-closing review phasegHUD 4155.2
2.B.3.h

2 The HOC performs a detailed review of each taseé @pplication.

Reference: For more information on the HOC's test case
application review requirements, 966lD 4155.2 2.B.3.c
3 If the test cases demonstrate

* acceptablainderwriting,
— FHA issues a firm commitment to the lender to iesamy of
the eligible test cases, and
—the process continues with Stage 6, or
* unacceptableinderwriting, the process continues with Stage

==

Continued on next page
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Chapter 2, Section B

2. Overview of the Direct Endorsement Lender Approval

Process, continued

4155.2 2.B.2.a DE Lender Approval Proce (continued)

Stage

Description

4

If the test cases demonstrateacceptablaeinderwriting, the HOC
may

* request more cases be submitted as part of thpeeet, and/or
» discontinue accepting test cases while the lendarstits
underwriters on FHA requirements.

Reference: For more specific information about how the HOC
handles unacceptable underwriting, bik¢D 4155.2 2.B.3.e

Once the lender properly completes the requastidases, FHA
will grant unconditional DE approval.

After granting unconditional approval to a lendae HOC will
perform post-endorsement technical reviews (PETRhe first 30
cases submitted by the lender, to ensure conticoegbliance with
FHA underwriting standards.

Reference: For more information on PETRs performed by the
HOC, seeHUD 4155.2 9.B.1
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3. Direct Endorsement Pre-Closing Test Case Review Phase

Introduction

Change Date

4155.2 2.B.3.a
Test Case
Submission to
the HOC

2-B-6

The topic contains information on the pre-closihgge of the Direct
Endorsement (DE) Lender Approval process, including

* test case submission to the HOC

* instructions for completing the Underwriter Ced#tion on test cases
* HOC test case review requirements

* granting DE approval

* unacceptable underwriting on test cases

* test case review underwriting report, and

* special test case requirements for HECMs.

March 1, 2011

To be granted unconditional Direct Endorsement (BYiroval for forward
mortgages, the lender must submit 15 pre-closisigcses within a period of
12 consecutive months to the Homeownership CehRt@) for review prior
to closing.

If a loan was closegrior to review by the HOC, the

* lender is responsible for making any corrections roviding any
documents required by the HOC prior to insurana®esement, and

» HOC isnot obligated to insure the mortgage if the reviewursgments
cannot be met.

Continued on next page
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3. Direct Endorsement Pre-Closing Test Case Review Phase,

Continued

4155.2 2.B.3.b
Instructions for
Completing the
Underwriter
Certification on
Test Cases

4155.2 2.B.3.c
HOC Test Case
Review
Requirements

Because the lender must submit the test case apphgackage to thdOC
prior to closing the mortgage loan, the Underwfitertgagee Certification
on Page 3 of forrllUD-92900-A HUD/VA Addendum to Uniform
Residential Loan Applicatioannot be fully executed. During the pre-
closing review phase, the lender must

» complete all information on the Underwriter/MortgagCertification with
the exception of the closing date

= notsign the certification, since the underwriter catnmake the closing
certifications

* not have the lender’s representative sign the ceatiba, and
» submit Page 4 of the form with the closing docursent

Reference: For instructions on completing each page of fetidD-92900-A
HUD/VA Addendum to Uniform Residential Loan Appglma seeHUD
4155.11.B.3.c

During the pre-closing review phase, th®C must review in detail each test
case application received from the lender, inclgdin

* the property appraisal

* value determination

* the mortgage credit analysis, and

* ensuring lender compliance with any requiremenégisio to the mortgage
insurance program.

If the application is eligible, a firm commitmestissued to the lender.

Continued on next page
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3. Direct Endorsement Pre-Closing Test Case Review Phase,

Continued

4155.2 2.B.3.d
Granting DE
Approval

4155.2 2.B.3.e
Unacceptable
Underwriting

on Test Cases

2-B-8

UnconditionalDE approval will be granted when the lender has ssfody
underwritten and processed 15 test cases, as eeddy the issuance of firm
commitments by thelOC.

TheHOC may request that additional cases be submittpaaof the test
period if the first 15 test cases dot

» demonstrate acceptable underwriting, or
* represent expected underwriting situations, inclgaio fewer than five
streamline refinances or automated underwrittendoa

If the lender has submitted 30 test cases andcaslinot met the standards for
unconditional approval, the HOC may

« inform the lender that no additional test cases beagubmitted for a period
of up to 180 days, to allow the lender time tortriéé underwriters on FHA
requirements, or

» discontinue accepting cases.

Continued on next page



HUD 4155.2

Chapter 2, Section B

3. Direct Endorsement Pre-Closing Test Case Review Phase,

Continued

4155.2 2.B.3.f
Test Case
Review
Underwriting
Report

4155.2 2.B.3.9
Special Test
Case
Requirements
for HECMs

An Underwriting Report must be completed on alt tases and maintained
in the lender file at thelOC.

Any deficiencies will be noted on the UnderwritiRgport, regardless of
whether or not a firm commitment is issued. Thgart, which should be
reviewed by thé&E underwriter/lender, is available through the FHA
Connection (FHAC).

References. For information on
 the contents of the HOC's lender file, $¢&D 4155.2 2.A.1.cand

» Underwriting Report requirements, see the FHA Catioe —Underwriter
Review Functions — Underwriter Activity.

For lenders wishing to receive unconditiob& approval status for Home
Equity Conversion Mortgages (HECM), a separateestjis required.
Additionally, there must be

 an entrance conference, which may be held sepaatéh conjunction
with the entrance conference for forward loans, and

* a minimum of five pre-closing test case reviews.

Reference: For more information on the Section 255 HECMguemn, see
HUD 4155.2 1.C.17andHUD 4235.1 Home Equity Conversion Mortgages

2-B-9
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4. Direct Endorsement Unconditional Approval Phase

Introduction

Change Date

4155.2 2.B.4.a
Granting
Unconditional
DE Approval

4155.22.B.4.b
Post-
Endorsement
Technical
Reviews on DE
Lenders

2-B-10

This topic contains information on the unconditioaaproval phase for a
Direct Endorsement (DE) lender, including

* granting unconditional DE approval

* post-endorsement technical reviews of DE lenders
» adding a new underwriter, and

 unconditional approval acceptance by other HOCs.

March 1, 2011

Upon satisfactory completion of the pre-closing tese review phase, as
described irHUD 4155.2 2.B.3the lender receives a letter evidencing
unconditional approval for Direct Endorsement (DE).

After the lender is granted unconditiost approval, the Homeownership
Center (HOC) performs post-endorsement technivaéwes (PETR) of

* the first 30 cases submitted by the lender, and
= a percentage of subsequent cases.

Reference: For more information on PETRS, 946D 4155.2 9.B.Jand
HUD 4155.2 9.C

Continued on next page
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Chapter 2, Section B

4. Direct Endorsement Unconditional Approval Phase,

Continued

4155.2 2.B.4.c
Adding a New
Underwriter

After Approval

4155.22.B.4.d
Unconditional
Approval
Acceptance by
Other HOCs

A new underwriter joining the staff of an unconditally-approve®E lender
doesnot need to go through the pre-closing test caseweplease.In such
cases, the lender is responsible for ensuringhieatew underwriter

* meets basic eligibility requirements

* is registered with his/her new company in FHA Cantios, and

* performs the underwriting function in a manner ¢stesit with FHA
guidelines.

References: For information on

* the pre-closing review phase, 366D 4155.2 2.B.3

 underwriter eligibility criteria and qualificationseeHUD 4155.2 2.A.4
and

* FHA Connection, seelUD 4155.2 1.D

Once a lender has received unconditidd&lapproval in on¢1OC, all other
HOCs will recognize that approval. HOCs rely oe &xperience and
judgment of other HOCs in determining lender eligio

2-B-11
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HUD 4155.2

5. The Principal/Authorized Agent Relationship

Introduction

Change Date

4155.2 2.B.5.a
Designation of
a Lender as an
Authorized
Agent

2-B-12

This topic contains information on the Principalthorized Agent
relationship, including

* designation of a lender as an Authorized Agent, and
* Principal/Authorized Agent roles and relationship.

March 1, 2011

Any Direct Endorsement (DE) approved lender, [seigervised, non-
supervised, or a qualified government mortgagedenthy, when acting as
the Principal, designate a DE-approved supervisem-supervised
mortgage lender to be its Authorized Agent.

The table below describes the type of underwriipgroval each entity must
possess as of effective July 1, 2011. An FHA-apgddender that has not
obtained unconditional DE approval by July 1, 204l no longer be able to
act as a Principal. It may continue to pursue nda@nal approval and
participate in FHA programs as a sponsored thirtlygaiginator (TPO).

and the Authorized

For this mortgage
type...

the Principal may
have either...

Agent must have...

Forward mortgage

unconditional
* DE approval, or
* HECM approval

unconditional DE
approval.

HECM

unconditional
» DE approval, or
* HECM approval

unconditional HECM
approval.

Note: The relationship must be documented in FHA Cohae (FHAC) by
the Authorized Agent.

Continued on next page
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5. The Principal/Authorized Agent Relationship, Continued

4155.2 2.B.5.b  The Principal must originate the loan and the Ac#teal Agent must

Principal/ underwrite the loan. The loan may close in eiffaty’s name, and either
Authorized may submit the loan for insurance endorsement.

Agent Roles

and

The Principal’s FHA ID number must be entered m t@riginator” field on

Relationship the FHA case file and iIRHAC.

Note: TPGs maynotact as Principal or Authorized Agent.

References: For more information on the

* Principal/Authorized Agent relationship, se&/D 4060.1 Mortgagee
Approval HandbookandML 2010-2Q and

* FHA Connection, seelUD 4155.2 1.D

2-B-13
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6. Requirements for Sponsors of Third-Party Originators

Introduction

Change Date

4155.2 2.B.6.a
General Policy
Guidelines
Governing
Third-Party
Originators
(TPO)

2-B-14

This topic contains information on the requiremdatssponsors of third-
party originators, including

* general policy guidelines governing third-partyganators (TPO)
» TPO underwriting and appraisals

* sponsoring lender’s Areas Approved for Business

* sponsoring lender’s responsibility for FHA comphan
sponsoring lender’s responsibility for legal corapkie
sponsored TPO loan performance data

quality control for TPOs

monitoring early payment defaults of sponsoredioations, and
 temporary extension of FHA approval for loan copaslents.

March 1, 2011

A third- party originator (TPO) must be sponsorgdabh FHA-approved
Direct Endorsement (DE) lender. The lender witkteine the exact
origination and processing duties its sponsored T&Operform in
conjunction with FHA-insured mortgage transactions.

TPOs cannot underwrite, own or service FHA-insuoaahs.

References. For specific information on the role of
* sponsored third-party originators, $é¢eD 4155.2 1.A.3.aand
* the sponsoring lender, se&D 4155.2 1.A.3.c

Continued on next page
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Chapter 2, Section B

6. Requirements for Sponsors of Third-Party Originators,

Continued

4155.2 2.B.6.b
TPO
Underwriting
and Appraisals

4155.2 2.B.6.c
Sponsoring
Lender’s Areas
Approved for
Business

For a loan originated by BPQO, the sponsoring lender must underwrite the
property and the borrower. An FHA-approved stafiraiser employed by
the sponsor may perform the appraisal, unlessdah®Wwer or seller is an
employee of the underwriting lender.

Reference: For more information on the role of the sponseeHUD 4155.2
1.A3.c

If the sponsor'©E approval is through a Homeownership Center (HOC)
other than the local HOC, the sponsoring lendertmus

* write to the local HOC and request DE approval, and
* enclose a copy of its unconditional approval lefitem the other HOC.

The lender may underwrite sponsoiig@lO loans in any state in which it is
permitted by the state to do so, and in which grensored TPO is permitted
to conduct origination activities.

An approved lender’s wholesale Areas Approved fosiBess, therefore,
consist of all states in which it sponsors a TP& theets the applicable
requirements for loan origination of that statej anwhich the lender is
permitted by the state to underwrite mortgage I@tssponsor mortgage
originators.

Reference: For the list of Single Family Origination Lendireas
Approved for Business, sé8JD 4155.2 12.E.2

Continued on next page
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HUD 4155.2

6. Requirements for Sponsors of Third-Party Originators,

Continued

4155.2 2.B.6.d
Sponsoring
Lender’s
Responsibility
for FHA
Compliance

4155.2 2.B.6.e
Sponsoring
Lender’s
Responsibility
for Legal
Compliance

2-B-16

Lenders that wish to sponsbPOs are required to register these entities in
FHA Connection, per instructions providedHD 4155.2 1.D.6

The lender is responsible for compliance with Freéguirements in all
aspects of an FHA loan transaction, whether perdrby the sponsoring
lender or the TPO, unless applicable law or reguiagoverning the
violation(s) in question requires specific knowledm the part of the party to
be held responsible.

Lenders should pursue sponsoring relationships reghonsible originators,
and diligently monitor and evaluate the activie®l performance of those
they sponsor.

Lenders shall ensure that each of their sponsbirEds

« adhere to all applicable federal, state and loagliirements governing their
FHA loan origination and processing activities, and

 obtain and maintain a unique identifier from theiblavide Mortgage
Licensing System and Registry (NMLS ID), in accorcawith the
registration guidelines set by NMLS.

Lenders must carefully evaluate the specific gundsl governing the
programs and activities in which they wish to paptate, as well as relevant
state and local laws and regulations governing sistikities.

Reference: For more information on FHA’s employment requients for
approved lenders, see Chapter HofD 4060.1 REV-2Mortgagee Approval
Handbook.

Continued on next page
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6. Requirements for Sponsors of Third-Party Originators,

Continued

4155.2 2.B.6.f
Sponsored TPO
Loan
Performance
Data

4155.2 2.B.6.9
Quality Control
for TPOs

4155.2 2.B.6.h
Early Payment
Defaults of
Sponsored
Originations

Neighborhood Watch will provide loan performancéadar all loans
originated via a sponsor@dO relationship. The data will be available only
to FHA-approved lenders, to evaluate TPO loan patgon trends and
performance.

Lenders will be able to access aggregate compardtita for all sponsored
TPOs for a rolling two-year period, and loan-lepetformance data for the
loans on which they acted as sponsor for their TPO.

A link to sponsored TPO performance is availablehmEarly Warnings
menu selection. Sponsors can search for a TP@teyirg the entity’s legal
name oNMLS ID number in the selection field.

Sponsoring lenders are responsible for performumgity control review of
loans originated by and acquired from each of thBi®s. The procedures
used to review and monitor sponsored TPOs mustddeded in the lender’s
Quiality Control Plan, and must, at a minimum, ikduhe requirements
outlined in paragraph 7-6 éfUD 4060.1, REV-2

Reference: For more information, sédlL 2011-02

In addition to loans selected for routine qualibyittol reviews, sponsoring
lenders must review all early payment defaults (E@jinated by their
TPGs. EPD are defined as loans that become 60 or day®past due within
the first six payments.

Lenders must review EPDs within 45 days from the @nthe month in
which the loans are reported as 60 days past due.

Reference: For more information, including the EPD reviesport and
follow-up requirements, see paragraph 7-6(EjioD 4060.1, REV-2

Continued on next page
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6. Requirements for Sponsors of Third-Party Originators,

Continued

4155.2 2.B.6.i
Temporary
Extension of
FHA Approval
for Loan
Correspondents

2-B-18

FHA no longer approves Loan Correspondents afteeBder 31, 2010, and
they are statutorily prohibited from closing FHAsured loans in their own
names. There is, however, a temporary extensiéiiadf approval for
currently-approved Loan Correspondents until M&th2011, for the
narrow purpose of allowing loans in their pipelinelose in their names.
FHA approval of all Loan Correspondents for allestpurposes expired on
December 31, 2010.

This extension only applies to those loans, forclwhas of December 31,
2010, a case number had been assigati,

* HUD has issued a firm commitment for insurance, or
» aDE underwriter has
— approved the borrower for such loan (i.e., the éerdhs received and
accepted approval ViIBOTAL scorecard or has manually underwritten the
loan), and
—reviewed and approved the appraisal.

Loans eligible for this extension must close by dhaB1, 2011. All other
pipeline loans not meeting the above criteria thatot close prior to
January 1, 2011 must close in the name of an apdrBtA lender or
sponsoring lender.

References: For more information on

* this extension, seatp://www.hud.gov/offices/hsag/sfh/waivers12201@,pd
and

* the policy for third-party originators, se#JD 4155.2 2.B.6.a
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Section C: Lender Insurance (LI) Program Eligibility &
Approval

Overview

InthisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 General Information on the Lender Insurance  2-C-2
(LI) Program
2 LI Program Eligibility & Approval 2-C-4
Requirements

2-C-1
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1. General Information on the Lender Insurance (LI) Program

I ntroduction

Change Date

4155.22.C.1a
Basicsof theLl
Program

2-C-2

This topic includes general information on the Lemhsurance (LI)
Program, including

* the basics of the LI Program

* the benefits of the LI Program

* PETRs on LI loans, and

* regulations governing LI (reference).

March 1, 2011

The Lender Insurance (LI) Program enables higheperihg FHA-approved
Direct Endorsement (DE) lenders, with acceptabfaludeand claim rates, to
endorse FHA mortgage loans without a pre-endorseregiew conducted by
FHA.

An LI approved lender performs its own pre-endorsetmeview and submits
loan level data to FHA via the FHA Connection (FHABusiness to
Government (B2G) or other electronic meaR$IAC

* performs an automated verification process to chieeldata for accuracy
and completeness, and

* electronically generates a mortgage insuranceficatg, to serve as
evidence that the mortgage has been insured, [b#relevel data
submission clears all the risk-mitigation edits FH#s in place.

The lender isot required to provide a case binder in advance of
endorsement, unless the loan does not clear FHAs.e

If the LI lender has been approved for electromignsission, the lender may
submit an electronic case binder (eCB) insteadhadrd copy case binder.

References. For more information on

* LI endorsement processing, $86gD 4155.2 8.C.3

* requirements for LI lender pre-insurance revieve 6D 4155.2 8.A.2
* LI case binder submission, sd&/D 4155.2 8.B.7and

* LI lender submission requirements for case bindelscted for post
endorsement technical review (PETR), Bé¢D 4155.2 9.B.1.d

Continued on next page
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Chapter 2, Section C

1. 1. General Information on the Lender Insurance (LI)
Program, Continued

4155.22.C.1.b
Benefitsof the
L1 Program

4155.22.C.1c
PETRson LI
Loans

4155.2C.1.d
Regulations
Governing LI
(Reference)

TheLl Program reduces a lender’s submission of casetsrid FHA and
the need to have FHA review the application for tigge insurance before
endorsement. The need to submit case bindersisbyddbtices of Return
(NOR) is also dramatically reduced.

If FHA does require submission of a case binder, all mailiogts associated
with the mortgage insurance endorsement procesdiarmated for those
lenders that choose to submit case binders elecaibn

Reference: For more information in LI endorsement procegsseeHUD
4155.2 8.C.3

Under thell Program, FHA selects a sample of mortgages far pos
endorsement technical review (PETR).

Note: A lender may submit case binders for PETR ingpap electronic
format.

Reference: For more information on submission requireméoitsase
binders selected for PETR, d6&/D 4155.2 9.B.1.d

The regulations governing thé Program may be found in

« 24 CFR 203.4
« 24 CFR 203.6and
« 24 CFR 203.255(f)

2-C-3
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2. Lender Insurance Program Eligibility & Approval
Requirements

Introduction This topic contains information on the eligibilitgquirements for the Lender
Insurance (LI) Program, including

* LI Program eligibility

* acceptable claim/default rate for LI lenders
* LI Program approval requirements

* duration of LI Program approval, and

* termination of LI approval.

Change Date March 1, 2011

4155.22.C.2a  To participate in the Lender Insurance (LI) Prograrfender must
L1 Program
Eligibility « be an unconditionally approved Direct EndorsemBig)(ender, and
» have an acceptable default and claim record, agided inHUD 4155.2
2.C.2.h for two years prior to its application for paipation in the LI
Program.

For DE lenders that underwrite as sponsors fod4party originators (TPO),
the default and claim rate is the aggregate of bettl originations and
mortgages underwritten for their sponsored TPOs.

Lenders must agree to indemnify FHA under the dooms of Section 256(c)
of the National Housing Act (NHA).

Note: LI eligibility is company-specific and not determirgttthe branch
level.

Reference: For information on LI endorsement processing,t$eD 4155.2
8.C.3

Continued on next page
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Chapter 2, Section C

2. Lender Insurance Program Eligibility & Approval
Requirements, Continued

4155.22.C.2b
Acceptable
Claim/Default
Ratefor LI
Lenders

4155.22.C.2c
L1 Program
Approval
Requirements

4155.22.C.2d
Duration of LI
Program
Approval

4155.22.C.2e
Termination of
L1 Approval

An acceptable claim/default rate is defined asdpatnor below 150% of the
national averageDE lenders that operate only in one state have g to
have a compare rate using FHA loans made in thtd shly rather than the
national average.

A DE lender wishing to participate in tlé Program must request approval.
Access to the LI Program is conditioned upon tinelég’s certification,
executed as an electronic acknowledgement thrdugRHA Connection
(FHAC), that it will comply with the LI Program’srpcedures and
requirements.

Each lender must acknowledge, prior to particiggtthat it is eligible under
the LI Program and will participate according t@kgable regulations and
other written instructions from FHA.

Approval for theLl Program is effective for one year. At the enthefone-
year period, the lender will be automatically chetby FHA's system of
records. If the lender’s claim/default performanoatinues to be acceptable
and meets all other criteria, the lender’s apprémall participation will be
renewed for another year.

A lender’s approval to participate in the Program may be terminated if the
lender

« fails to adopt and employ prudent review techniques
* loses itsDE approval
* has a branch office terminated by, or
» fails to meet the eligibility criteria listed in
-HUD 4155.2 2.C.2.a
—HUD 4155.2 2.C.2.band
-HUD 4155.22.C.2¢c

2-C-5
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Section A. Finance Related Policies

Overview

Chapter 3, Section A

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Mortgage Note and Security Instrument 3-A-2
Requirements
2 Policies on Prepayment 3-A-3
3 Policy on Assumptions 3-A-4

3-A-1
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1. Mortgage Note and Security Instrument Requirements

Change Date

4155.23.A.1a
Requirements
for Noteand
Security

I nstrument

3-A-2

March 24, 2011

The note and security instrument (mortgage, deerust, or security deed)
must meet FHA requirements. FHA may prescribeeeithe

» complete security instrument, or

* use of FHA-approved uniform language, for casaeshich FHA doesot
prescribe the complete security instrument.

Reference: For more information on the note and securisgruniment, see
HUD 4155.2 6.B
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Chapter 3, Section A

2. Policies on Prepayment

I ntroduction

Change Date

4155.23.A.2.a
Prepayment
Palicy

4155.23.A.2b
M ortgages on
Which Advance
Notice of
Prepayment Is
Required

4155.23.A.2c
Prepayment
Penalty and
Due-on-Sale
Clauses

This topic contains information on prepayment, uwlithg

* prepayment policy
* mortgages on which advance notice of prepaymeeqsired, and
* prepayment penalty and due-on-sale clauses.

March 24, 2011

A borrower may prepay a mortgage in whole or irt.par

Reference: For more information on prepayment requiremesgsHUD
4155.23.A2.a

If a mortgage was insured

* before August 2, 1985
—the borrower must provide 30 days written noticerapayment to the
lender or be charged one extra month’s interest, an
- the payment must reach the lender by the firshefhonth, or
* on or after August 2, 1985
—advance notice of prepayment is not required, and
—if the payment is received after the first dayr@ tmonth, the lender may,
at its option, collect the remainder of that mostimterest.

FHA does not permit either prepayment penaltiesua-on-sale clauses on
insured mortgages, except for cases in which FH#&@es a due-on-sale
clause in connection with

* tax-exempt bond financing by state or local gove¥nts, or
* the implementation of statutory restrictions oruasgtions.

3-A-3
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3. Policy on Assumptions

Change Date March 24, 2011

4155.23 A.3a If the loan application was signed by the borrotlefiore December 1, 1986,
Restrictionson  the FHA-insured mortgage generally contains naim&ins on assumability.
Assumptions
For a mortgage where the application was sigmeal after December 1,
1986 the loanmay be assumable depending on a creditworthinesswenfie
the assumptor(s).

Reference: For more information on assumptions, biééD 4155.1 7

3-A-4
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Section B. Loans Involving HUD Employees, Relationships
Posing a Possible Conflict of Interest, and Lender Employees

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Loans Involving HUD/FHA Employees 3-B-2
2 Loans Involving a Business Relationship Posing 3-B-3
a Possible Conflict of Interest
3 Loans Involving Lender Employees 3-B-4

3-B-1
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HUD 4155.2

1. Loans Involving HUD/FHA Employees

Introduction

Change Date

4155.2 3.B.1.a
Applications
for HUD/FHA
Employees or
Members of
Their
Households

4155.2 3.B.1.b
Underwriting
Applications
from
HUD/FHA
Employees or
Members of
Their
Households

3-B-2

This topic contains information on loans that imeHUD/FHA employees,
including

» applications for HUD/FHA employees or members @ifitihouseholds, and
 underwriting applications from HUD/FHA employeesnembers of their
households.

March 24, 2011

The jurisdictional Homeownership Center (HOC) isprensible for
underwriting and approval of loan applications HWD/FHA employees or
members of their households.

Reference: For the exception to this policy, se&D 4155.2 3.B.1.b

Loan applications from HUD/FHA employees or memhsrheir
households areot eligible for underwriting by Direct Endorsement§p
lenders or evaluation by any automated underwrgiygiem, except
streamline refinances. For a loan application Iving a HUD/FHA
employee or a member of his/her household, theclemaist

* process the loan application, and

» submit the complete underwriting loan package, m@fiConfidential,” to
the attention of the Processing and Underwriting€don Director for
underwriting, commitment processing and approval.

TheHOC reviews the loan package, and approves or demeegpplication of
the HUD/FHA employee or the member of his/her hbosg

Exception: For streamline refinancesly, any HUD/FHA employee or
member of his/her household (for example, spoumenp, or child) may have
his/her streamline refinance underwritten and apgat@denied by ®E

lender.

Reference: For more information on streamline refinancegtUD 4155.1
3.CandHUD 4155.1 6.C
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2. Loans Involving a Business Relationship Posing a
Possible Conflict of Interest

Change Date March 24, 2011

4155.2 3.B.2.a A lender that has provided a construction loarhaw a financial interest in,
DE Program owns, is owned by or affiliated with the buildingselling entity or real
Participation estate firm, may originate mortgages under theddiemdorsement (DE)

by anEntity | ander progranprovided that

With a Possible

Conflict of : . - .

Interest * the appraisal is performed by a qualified, independ=HA Roster

appraiser, and

» when required, inspections are performed by fegeic®rs on the FHA
Inspector Roster.

The lender’s personnel may perform the mortgagéitca@alysis.

3-B-3
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3. Loans Involving Lender Employees

Change Date March 24, 2011

4155.2 3.B.3.a If alender's employee is the borrower or selleaimortgage loan transaction
Loans
'”VOlVirjg the « the employeeannot be involved in processing the application
Ilé(rannSIi;/Zes  an independent FHA Roster appraiser, who is ndiaafd with the lender,
must be used
« if an inspection is involved, it must be performmdan FHA-approved fee
inspector
* the application should be processed by a diffdoegmich from the one at
which the employee works, or by the lender’'s mdfice, and
* the case must be clearly annotated with “EmployeetheHUD-92900-
LT, FHA Loan Underwriting and Transmittal Summary, and the front of the
case binder.
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Chapter 4

Chapter 4. Property Valuation and Appraisals

1. General Information on Property Valuation and Eligibility

Introduction

Change Date

4155.24.1.a
Purpose of
Property
Valuation

This topic contains general information on property valuation, including

e the purpose of property valuation

e lender responsibility for appraisers

e appraisal management company (AMC) and third party organization fees

e verification of compliance with property requirements

e lender responsibility for determination of property eligibility and accuracy
of appraised value

e variations in the property appraisal and underwriting process

e property eligibility for FHA insurance

e property eligibility under Section 223(e)

e compliance inspection requirements

e appraisal assignment to ensure appraiser competency

e preventing improper influences on appraisers

e prohibition of mortgage brokers and commission based lender staff from the
appraisal process

e appraiser independence safeguards

e appraiser selection in the FHA Connection, and

e DE underwriter responsibility for quality of appraisal report.

February 22, 2010

The purpose of the property valuation process is to

e determine eligibility for mortgage insurance based on the condition and
location of a property, and

e estimate the value of the property for mortgage insurance purposes.

The appraisal is the lender’s tool for making this determination.

Continued on next page
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Chapter 4

1. General Information on Property Valuation and Eligibility,

Continued

4155.24.1.b
Lender
Responsibility
for Appraisers

4155.24.1.c
Appraisal and
Appraisal
Management
Company
(AMC)/Third
Party
Organization
Fees

The lender is equally responsible, along with the appraiser, for the quality,
integrity, accuracy and thoroughness of the appraisal. The lender will be held
accountable by HUD if the lender knew, or should have known, that there
were problems with the integrity, accuracy and thoroughness of an appraisal
submitted to FHA for mortgage insurance purposes. Lenders that submit
appraisals to HUD that do not meet FHA requirements are subject to the
imposition of sanctions by the HUD Mortgagee Review Board.

Note: This applies to both sponsor lenders that underwrite loans and loan
correspondent lenders that originate loans on behalf of their sponsors.

References: For information on

e certification requirements for appraisers, see 4150.2 5-1 A.2

e appraisal assignment to ensure appraiser competency, see HUD 4155.2 4.1.1
e preventing improper influences on appraisers, see HUD 4155.2 4.1.k, and

e appraiser independence safeguards, see HUD 4155.2 4.1.m.

FHA does not require the use of AMCs or other third party organizations for
appraisal ordering, but recognizes that some lenders use AMCs and/or other
third party organizations to help ensure appraiser independence.

FHA-approved lenders must ensure that

e FHA Appraisers are not prohibited by the lender, AMC or other third party,
from recording the fee the appraiser was paid for the performance of the
appraisal in the appraisal report

e FHA Roster appraisers are compensated at a rate that is customary and
reasonable for appraisal services performed in the market area of the
property being appraised

o the fee for the actual completion of an FHA appraisal may not include a fee
for management of the appraisal process or any activity other than the
performance of the appraisal

e any management fees charged by an AMC or other third party must be for
actual services related to ordering, processing or reviewing of appraisals
performed for FHA financing, and

e AMC and other third party fees must not exceed what is customary and
reasonable for such services provided in the market area of the property
being appraised.

Continued on next page
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1. General Information on Property Valuation and Eligibility,

Continued

4155.24.1d
Verification of
Compliance
With Property
Requirements

41552 4.1.e
Lender
Responsibility
for
Determination
of Property
Eligibility and
Accuracy of
Appraised
Value

4155.24.1.F
Variations in
the Property
Appraisal and
Underwriting
Process

As the on-site representative for the lender, the appraiser provides preliminary
verification that a property meets the General Acceptability Standards, which
include the Minimum Property Requirements (MPR) or Minimum Property
Standards (MPS).

The table below outlines the requirements for FHA financing.

To be eligible for FHA
financing ...

new construction
existing construction

Must comply with HUD’s Minimum
Property Standards ...

including 24 CFR 200.926d.
contained in HUD 4905.1,
Requirements for Existing Housing
One- to Four-Family Living Units,
Appendix D.

contained in HUD 4930.3G,
Permanent Foundations Guide for
Manufactured Housing.

manufactured homes

Lenders are responsible for properly reviewing appraisals and determining if
the appraised value used to determine the mortgage amount is accurate and
adequately supports the value conclusion.

References: For more information on property eligibility, see

e HUD 4155.14.B

e HUD 4150.2, Valuation Analysis for Single Family One to Four Unit
Dwellings, Appendix D, and

e HUD 4930.3G, Permanent Foundations Guide for Manufactured Housing.

The property appraisal and underwriting process varies by

e stage of construction, and
e type of processing.

References: For more information on

e the property appraisal and underwriting process, see HUD 4150.2
e appraisals, see HUD 4155.2 4.4, and

e the underwriting process, see HUD 4155.1 1.1.

Continued on next page
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1. General Information on Property Valuation and Eligibility,

Continued

4155.24.1.4
Property
Eligibility for
FHA Insurance

Only one to four unit properties, including a one family unit in a
condominium project, are eligible for mortgage insurance, except for
mortgage insured under Section 220 of the National Housing Act. The
mortgage must be on real estate held

e in fee simple

e on leasehold under a lease for not less than 99 years which is renewable, or

e under a lease having a period of not less than 10 years to run beyond the
maturity date of the mortgage.

For properties processed under the HECM program, the mortgage must be on
real estate held

e in fee simple

e on leasehold under a lease for not less than 99 years which is renewable, or

¢ under a lease having a remaining period of not less than 50 years beyond the
date of the 100" birthday of the youngest mortgagor.

References: For more information on

e eligible properties, see HUD 4155.1 4.B, and

e the Section 220 (d)(3)(A), Urban Renewal Mortgage Insurance program, see
HUD 4155.2 1.C.7, and

e the Section 220 (h), Insured Improvement Loans-Urban Renewal Areas
program, see HUD 4155.2 1.C.8.

Continued on next page
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1. General Information on Property Valuation and Eligibility,

Continued

4155.24.1.h
Property
Eligibility
Under Section
223(e)

A mortgage may be insured pursuant to Section 223(e) for the repair,
rehabilitation, construction, or purchase of properties in older, declining urban
areas. Eligibility under Section 223(e) is determined by the appropriate HOC.

If the case is being processed under the Direct Endorsement (DE) Lender
Program, the lender must submit the case binder to the appropriate HOC for
prior approval processing and Section 223(e) consideration. The case binder
must be submitted after the appraiser and the lender’s underwriter have
determined that

e the property does not meet the location eligibility requirements of Section
203(b), but

e the property is located in an older, declining urban area that may qualify for
Section 223(e).

Reference: For more information on the Section 223(e) program, see HUD
4155.21.C.9.

Continued on next page
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1. General Information on Property Valuation and Eligibility,

Continued

41552 4.1.i
Compliance
Inspection
Requirements

Compliance inspections completed by FHA Roster Inspectors or local
authority with jurisdiction may be required for

e proposed construction or properties under construction

e properties undergoing substantial rehabilitation, and

e existing properties requiring repairs to major systems (for example,
structural, heating, and so on).

The number and timing of inspections for new construction depends upon the

e stage of construction (proposed construction, under construction, or new
construction less than one year old)

e coverage by an acceptable 10 year warranty plan

e issuance of a building permit and Certificate of Occupancy (CO) by the
local jurisdiction

e acceptability of inspections by the local community, and

e the type of construction (stick built, manufactured home, or condominium
conversions). Modular homes are treated the same as stick built.

A clear final inspection or, in certain cases, a Certificate of Occupancy, will
be required before FHA will insure the mortgage.

Part B, Certificate of Completion, of Fannie Mae Form 1004D/Freddie Mac
Form 442 provides for compliance repair and completion inspections for
existing and new construction dwellings.

References: For more information on
e compliance inspections, see
— HUD 4145.1, Architectural Processing and Inspections for Home
Mortgage Insurance, and
—HUD 4150.2, Valuation Analysis for Single-Family One- to Four-Unit
Dwellings
e required inspections on newly-constructed manufactured homes, see 4155.2
4.10.e
e property eligibility, see HUD 4930.3G, Permanent Foundations Guide for
Manufactured Housing, and
e use of the Appraisal Update and/or Completion Report form, HUD 4155.2
4.4.k, HUD 4155.2 4.4.1 and HUD 4155.4.4.m.

Continued on next page
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1. General Information on Property Valuation and Eligibility,

Continued

4155.14.1.]
Appraisal
Assignment to
Ensure
Appraiser
Competency

4155.2 4.1.k
Preventing
Improper
Influences on
Appraisers

An appraiser who is primarily experienced in appraising detached, single
family dwellings in one market may lack the knowledge, experience and/or
resources for obtaining market data that will enable the appraiser to perform
quality appraisals on condominiums or manufactured homes in the same
market, or on detached, single family homes in another market a short
distance away.

The valuation principles for appraising all residential properties are
essentially the same, no matter the market in which the property is located.
However not all appraisers are knowledgeable and experienced, or have
access to sources of data for all markets.

The lender must select an appropriate appraiser for every assignment, one
who has knowledge of the market area, or geographic competency.

A lender must not assume, simply because an appraiser is state-certified, that
the appraiser is qualified and knowledgeable in a specific market area or
property type. It is incumbent upon the lender to determine whether an
appraiser’s qualifications, as evidenced by educational training and actual
field experience, are sufficient to enable the appraiser to competently perform
appraisals before assigning an appraisal to him/her.

In order to help FHA Roster appraisers avoid conflicts of interest or
appearance of conflicts of interest, no member of a lender’s loan production
staff or any person who is compensated on a commission basis tied to the
successful completion of a loan, or reports, ultimately, to any officer of the
lender not independent of the loan production staff and process, shall have
substantive communications with an appraiser relating to or having an impact
on valuation, including ordering or managing an appraisal assignment.

References: For more information on
e communication with appraisers, see 4150.2 1-2C
e lender responsibilities for appraisers, see HUD 4155.2 4.1.b

e prohibition of mortgage brokers and commission based lender staff from the
appraisal process, see HUD 4155.2 4.1.1, and

e appraiser independence safeguards, see HUD 4155.2 4.1.m.

Continued on next page
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Continued

4155.24.1.1
Prohibition of
Mortgage
Brokers and
Commission
based Lender
staff from the
Appraisal
Process

4155.24.1.m
Appraiser
Independence
Safeguards

FHA prohibited lenders from accepting appraisal reports completed by an
appraiser selected, retained or compensated, in any manner by real estate
agents. To ensure appraiser independence, FHA-approved lenders are now
prohibited from accepting appraisals prepared by FHA Roster appraisers who
are selected, retained or compensated in any manner by a mortgage broker or
any member of a lender’s staff who is compensated on a commission basis
tied to the successful completion of a loan.

Lenders, and third parties working on behalf of lenders, are prohibited from

e withholding or threatening to withhold timely payment or partial payment
for an appraisal report

e withholding or threatening to withhold future business from an appraiser

e demoting or terminating, or threatening to demote or terminate, an appraiser

e expressly or impliedly promising future business, promotions or increased
compensation for an appraiser

e conditioning the ordering of an appraisal report or the payment of an
appraisal fee, salary or bonus on the opinion, conclusion or valuation to be
reached, or on a preliminary value estimate requested from an appraiser

e requesting that an appraiser provide an estimated, predetermined or desired
valuation in an appraisal report prior to the completion of that report

e requesting that an appraiser provide estimated values or comparable sales at
any time prior to the appraiser’s completion of an appraisal report.

e providing to the appraiser an anticipated, estimated, encouraged or desired
value for a subject property or a proposed or target amount to be loaned to
the borrower, except that a copy of the sales contract for purchase must be
provided

e providing stock or other financial or non-financial benefits to
— the appraiser,

— the appraisal company

— the appraisal management company, or

— any entity or person related to the appraiser, appraisal company or
management company

Continued on next page

4-8



HUD 4155.2

Chapter 4

1. General Information on Property Valuation and Eligibility,

Continued

4155.2 4.1.m
Appraiser
Independence
Safeguards
(continued)

e allowing the removal of an appraiser from a list of qualified appraisers, or

the addition of an appraiser to an exclusionary list of qualified appraisers,

used by any entity without prompt written notice to such appraiser, which

notice shall include written evidence of the appraiser’s

— illegal conduct

— violation of the Uniform Standards of Professional Appraisal Practice
(USPAP) standards

— violation of state licensing standards, or

— improper or unprofessional behavior or other substantive reason for
removal

ordering, obtaining, using, or paying for a second or subsequent appraisal or

automated valuation model (AVM) in connection with a mortgage financing

transaction unless

— there is a reasonable basis to believe that the initial appraisal was flawed
or tainted and such appraisal is clearly and appropriately noted in the loan
file

— such appraisal or automated valuation model is done pursuant to written,
pre-established bona fide pre- or post-funding appraisal review or quality
control process or underwriting guidelines, and

— the lender adheres to a policy of selecting the most reliable appraisal,
rather than the appraisal that states the highest value, or

any other act or practice that impairs or attempts to impair an appraiser’s

independence, objectivity or impartiality, or violates law or regulation,

including, but not limited to the Truth in Lending Act (TILA) and

Regulation Z and USPAP.

Note: If absolute lines of independence cannot be achieved as a result of the
lender’s small size and limited staff, the lender must be able to clearly
demonstrate that it has prudent safeguards in place to isolate its collateral
evaluation process from influence or interference by its loan production
process.

References: For more information on
e lender responsibilities for appraisers, see HUD 4155.2 4.1.b, and
e preventing improper influences on appraisers, see HUD 4155.2 4.1.k.

Continued on next page
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1. General Information on Property Valuation and Eligibility,
Continued

4155.24.1.n Lenders are also responsible for assuring that the appraiser who actually
Appraiser conducted the appraisal is correctly identified in FHA Connection. Lenders
Selection inthe  \yho fail to assure that the FHA Connection reflects the correct name will be
FHA subject to administrative sanctions.

Connection

4155.24.1.0 The DE Underwriter who is responsible for the quality of the appraisal report
DE is allowed to communicate with the appraiser, to request clarifications and

Underwriter discuss components of the appraisal that influence its quality.
Responsibility
for Quality of
Appraisal
Report

The underwriter bears the primary responsibility for determining the
eligibility of a property for FHA insurance.

4-10



HUD 4155.2

Chapter 4

2. General Acceptability Standards and Property Eligibility

Introduction

Change Date

4155.24.2.a
Basis for
Determination
of

MPS and MPR

This topic contains information on General Acceptability Standards and
property eligibility, including

e the basis for the determination of MPS and MPR

e minimum property standards for houses and manufactured homes
e site condition standards

e lead-based paint standards

e services and facilities standards

e access standards

e restrictions regarding non residential use, and

e rejection of “existing” or newly constructed property.

October 26, 2009

The application of MPS for new construction is determined by

e construction status (proposed construction, under construction, or existing
construction less than one-year old), and
e construction type (on-site construction or manufactured housing).

A property is considered “new construction” if it was completed less than one
year from the date of the Certificate of Occupancy (CO) or its equivalent.

The application of MPR for an “existing” property is determined by the date
of the CO or its equivalent. To be considered “existing” property, it must be
over one year from the date of the CO.

References: For additional information on

e minimum property requirements for existing construction, see HUD 4905.1,
Requirements for Existing Housing- One- to Four-Family Living Units, as
modified by ML 05-48

e proposed construction, see HUD 4910.1, Minimum Property Standards for
Housing, 1994 Edition, as modified by ML 05-48, and

e rehabilitation construction, see HUD 4240.4, Section 203(k) Rehabilitation
Home Mortgage Insurance.

Continued on next page
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2. General Acceptability Standards and Property Eligibility,

Continued
4155.24.2.b The table below contains the general minimum property standards in order for
Property houses and manufactured homes to be eligible for FHA insurance.
Standards for
Houses and References: For more information on property eligibility, see
PR Tor Site o HUD 4155.1 4.8, and
Manufactured  ® HUD 4150.2, including the revised Appendix D.
Housing
Dwelling Type Property Standards
Housing Eligible housing includes

e detached or semi-detached dwellings
e row houses

o multiplex dwellings, and

e individual condominium units.

Important: If not detached

o the dwelling must be separated from an adjoining dwelling by a party or
lot line wall extending the full height of the building, and

e each living unit must be individually accessible for use and maintenance
without trespass on adjoining properties.

Continued on next page

4-12



HUD 4155.2

Chapter 4

2. General Acceptability Standards and Property Eligibility,

Continued

4155.2 4.2.b Property Standards for Houses and MPR for Site Built and Manufactured Housing

(continued)

Dwelling Type Property Standards
Manufactured A manufactured home is a structure that is
Homes

e transportable in one or more sections

e designed and constructed to Federal Manufactured Construction and
Safety Standards, and

¢ 50 labeled regarding conformance with the Federal Manufactured Home
Construction and Safety Standards (MHCSS).

To be eligible for FHA mortgage insurance, the manufactured home must

e have at least 400 square feet as the minimum floor area

e be constructed after June 15, 1976, in conformance with the MHCSS, as
evidenced by an affixed certification label

e be classified as real estate (but need not be treated as real estate for
purposes of state taxation)

e be designed to be used as a dwelling with a permanent foundation built
to FHA requirements

e be built and must still be remaining on a permanent chassis

¢ have a mortgage that
— covers both the unit and its site, and
— has a term of not more than 30 years from the date of amortization, and

e have a finished grade elevation beneath the home (including the
basement) at or above the 100 year flood elevation.

References: For additional information on manufactured homes, see

e HUD 4145.1, Architectural Processing and Inspections for Home
Mortgage Insurance

e HUD 4150.2, Valuation Analysis for Single-Family One- to Four-Unit
Dwellings

o flood insurance for manufactured homes, HUD 4155.2 4.3.q.

e property eligibility requirements specific to manufactured homes, HUD
4155.2 4.10, and

e manufactured housing condominium projects, HUD 4155.1 4.B.1.b.

Continued on next page
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Continued

4155.24.2.c

Site Condition

Standards

4155.24.2d
Lead-Based
Paint
Standards

4155.24.2.e
Services and
Facilities
Standards

4155.2 4.2 f
Access
Standards

The site conditions of a property must be free of health and safety hazards.

If the property was built before 1978

e the seller must disclose known information on lead-based paint and lead-
based paint hazards before selling the house

e the sales contracts must include a disclosure form about lead-based paint,
and

e the buyers have up to 10 days from the date of the signing of the sales
contract to check for lead.

FHA may insure a mortgage on a house, even with lead-based paint, if
defective paint surfaces are treated. However, FHA will not pay the cost to
have the lead-based paint removed, treated, or repaired.

Utilities and other facilities should be independent for each unit and must
include

e a continuing supply of safe, potable water

e sanitary facilities and a safe method of sewage disposal
e heating adequate for health and comfort

e domestic hot water, and

e electricity for lighting and equipment.

There must be vehicular access to the property by means of an abutting public
or private street.

If private, there must be a permanent recorded easement and provisions for
permanent maintenance. Each property must have access to its rear yard.

Continued on next page
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2. General Acceptability Standards and Property Eligibility,

Continued

4155.24.2.9
Restrictions on
Non Residential
Use

4155.24.2.h
Rejection of
“Existing” or
Newly
Constructed
Property

Non residential use must be subordinate to the property's residential use and
character, and it may not exceed 25 percent of the total floor area.

The following non residential properties are ineligible for mortgage
insurance:

e commercial enterprises

e boarding houses

e hotels/motels

e tourist houses

e private clubs

e bed and breakfast establishments, and
e fraternity/sorority houses.

Exception: Exceptions to this restriction are made for Section 203(k)
properties.

References: For more information on

e allowable commercial space on Section 203(k) properties, see HUD 4150.2,
Valuation Analysis for Single-Family One- to Four-Unit Dwellings, and

e the Section 203(k) program, see HUD 4155.2 1.C. 5.

When examination of “existing” or newly constructed property reveals
noncompliance with the General Acceptability Standards, an appropriate
specific condition (repair) to correct the deficiency is required, if correction is
feasible.

If correction is not feasible, and only major repairs or alterations can affect
compliance, the lender must reject the property.

Note: The appraiser must note those repairs necessary to make the property
comply with FHA’s General Acceptability Standards, together with the
estimated cost to cure. The lender will determine which repairs for existing
properties must be made for the property to be eligible for FHA-insured
financing.

Continued on next page
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Chapter 4

3. Requirements for Properties in Special Flood Hazard
Areas (SFHA)

Introduction

Change Date

4155.24.3.a
Responsibility
for
Determining
Property
Eligibility in
SFHA

This topic contains information on eligibility requirements for various types
of properties in special flood hazard areas (SFHA), including

e responsibility for determining property eligibility
e properties ineligible for FHA insurance
e eligibility of proposed and new construction in SFHAS
e lender discretion on requiring a flood elevation certificate and/or flood
insurance
e flood insurance requirements for
— existing construction
— condominiums, and
— manufactured homes, and
e the required amount of insurance coverage.

October 26, 2009

The lender is responsible for determining the eligibility of properties in
special flood hazard areas (SFHA) as designated by the Federal Emergency
Management Agency (FEMA). The FHA appraiser is required to review the
FEMA Flood Insurance Rate Map, note the FEMA zone designation on the
Uniform Residential Appraisal Report (URAR), and, if the property is located
in a SFHA, attach a copy of the flood map panel. Lenders are strongly
encouraged, however, to obtain a flood zone certification independent of any
assessment made by the appraiser, to avoid culpability for regulatory
violations or civil claims for damages that may arise from improper
determinations.

Lenders must inform borrowers of the requirement to obtain adequate flood
insurance as a condition of closing for properties where any portion of the
dwelling and related structures and equipment are located in a SFHA. They
must require the escrow of flood insurance premiums if escrow is required for
other items such as hazard insurance and taxes.

Continued on next page
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3. Requirements for Properties in Special Flood Hazard
Areas (SFHA), continued

4155.24.3.b
Properties in
SHFA
Ineligible for
FHA Insurance

4155.24.3.c
Eligibility of
Proposed and
New
Construction in
SFHAs

A property is not eligible for FHA insurance if a residential building and
related improvements to the property are located within a SFHA (Zone A, a
“Special Flood Zone Area”, or Zone V, a “Coastal Area”), and insurance
under the National Flood Insurance Program (NFIP) is not available in the
community.

If any portion of the property improvements (the dwelling and related
structures/equipment essential to the value of the property and subject to
flood damage) is located within a SFHA, the property is not eligible for FHA
mortgage insurance unless

e a final Letter of Map Amendment (LOMA) or final Letter of Map Revision
(LOMR) that removes the property from the SFHA is obtained from FEMA,
or

e if the property is not removed from the SFHA by a LOMA or LOMR, the
lender obtains a FEMA National Flood Insurance Program Elevation
Certificate (FEMA form 81-31), prepared by a licensed engineer or
surveyor, documenting that the lowest floor (including the basement) of the
residential building, and all related improvements/equipment essential to the
value of the property, is built at or above the 100-year flood elevation in
compliance with the NFIP criteria.

If a LOMA or LOMR is obtained that removes the property from the SFHA,
neither flood insurance nor a flood elevation certificate is required.

Insurance under the NFIP is required when a flood elevation certificate
documents that the property remains located within a SFHA.

Note: The LOMA, LOMR or flood elevation certificate must be submitted
with the case for endorsement.

Reference: For more information on the National Flood Insurance Program
criteria, see 44 CFR 60.3 — 60.6.

Continued on next page
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3. Requirements for Properties in Special Flood Hazard
Areas (SFHA), continued

4155.24.3d
Lender
Discretion on
Requiring a
Flood Elevation
Certificate
and/or Flood
Insurance

4155.2 4.3.e
Flood
Insurance
Requirements
for Existing
Construction

4155.2 4.3.f
Flood
Insurance for
Condominiums

If a lender is uncertain about whether a property is located within a SFHA, it
may require a flood elevation certificate. In addition, the lender has
discretion to require national flood insurance even if

e the residential building and related improvements to the property are not
located within the SFHA, but

e the lender has reason to believe that the building and related improvements
to the property may be vulnerable to damage from flooding.

Insurance under the NFIP must be obtained as a condition of closing and
maintained for the life of the loan for an existing property when any portion
of the residential improvements is determined to be located in a SFHA. If the
improvements are subsequently removed from a SFHA by a LOMA or
LOMR, flood insurance will no longer be required.

The Homeowners’ Association (HOA), not the individual condominium
owner, is responsible for maintaining flood insurance on buildings located
within a SFHA.

The lender is responsible for ensuring that the HOA obtains and maintains
adequate flood insurance if the FHA appraiser reports that buildings in a
condominium project are located within a SFHA. The flood insurance
coverage must protect the interest of borrowers who hold title to individual
units as well as the common areas of the condominium project.

A LOMA, LOMR or elevation certificate is acceptable evidence if any part of
the property improvements is located within the SFHA.

Reference: For more information on LOMA, LOMR and elevation certificate
see 4155.2 4.3.c.

Continued on next page
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3. Requirements for Properties in Special Flood Hazard
Areas (SFHA), continued

4155.24.3.9
Flood
Insurance for
Manufactured
Homes

4155.2 4.3.h
Required
Insurance
Amount

If any portion of property improvements for both new and existing
manufactured home properties are located within a SFHA (Zones A or V), the
property is not eligible for FHA mortgage insurance without

e a FEMA-issued LOMA or LOMR, or

e an elevation certificate, prepared by a licensed engineer or surveyor on the
finished construction, indicating that the finish grade beneath the dwelling
or manufactured home is at or above the 100-year return frequency flood
elevation.

Note: When utilizing an elevation certificate, the property remains in a
SFHA and flood insurance is required. Neither an elevation certificate nor
flood insurance is required with LOMA or LOMR that removes the property
from the SFHA.

Important: For manufactured homes with basements, the grade beneath the
basement must be at or above the 100-year flood elevation.

National flood insurance is required for the term of the loan and must be
maintained in an amount equal to the least of the following:

e the development cost of the property, less estimated land cost

¢ the maximum amount of the NFIP insurance available with respect to the
property improvements, or

e the outstanding principal balance of the loan(s).

References: For more information on flood insurance requirements, see

HUD 4150.2, Valuation Analysis for Single-Family One- to Four-Unit

Dwellings.

4-19



HUD 4155.2 Chapter 4

4. Appraisal Requirements

Introduction This topic contains information on the requirements for appraisals, including

e the FHA policy on appraisals

e appraisal reporting standards

e appraisal reporting forms

e the term of an appraisal

e the FHA policy on the reuse of appraisals

e the FHA policy on appraisal extensions

e appraisal and inspection fees

e lender responsibility for providing appraised value documentation to the
borrower

e appraisal transfer and change of client name when the borrower switches
lenders

e ordering a second appraisal when the borrower switches lenders

e when the appraisal and/or completion report form is used

e when the appraisal and/or completion report form is not used, and

e who may use the appraisal and/or completion report form.

Change Date February 22, 2010

41552442 Except for certain streamline refinance transactions, FHA requires an
FHA Policy on  appraisal of all properties to establish an estimated value for mortgage
Appraisals insurance purposes.

All individual properties, whether proposed construction, under construction,
or existing construction, must meet MPS or MPR.

References: For more information on
e streamline refinance transactions, see HUD 4155.1 3.C, and
e appraisal requirements for individual properties, see
— HUD 4140.1, Land Planning Principles for Home Mortgage Insurance
— HUD 4150.2, Valuation Analysis for Single-Family One- to Four-Unit
Dwellings, and
— ML 05-34 and ML 05-48.

Continued on next page
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4. Appraisal Requirements, Continued

4155.24.4.b
Appraisal
Reporting
Standards

An appraisal performed for FHA purposes requires that the appraiser

e address all sections of the appraisal form

e complete the form in a manner that clearly reflects the thoroughness of the
investigation and analysis of the appraisal findings, and

e ensure that the conclusions about the observed conditions of the property
provide rationale for the opinion of market value.

The completed appraisal form utilized, together with the required exhibits,
constitutes the reporting instrument to HUD for FHA-insured mortgages.

References: For information on appraisal forms, see
e HUD 4155.2 4.4.¢c, and
e HUD 4150.2, Appendix D.

Continued on next page
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4. Appraisal Requirements, Continued

4155.24.4.c
Appraisal
Reporting
Forms

being appraised.

The appraisal reporting form used depends on the type of property that is

The table below lists the appraisal forms used by the appraiser, depending

upon the type of property being appraised.

Important: Regardless of which form in the table below is used, the Fannie
Mae Form 1004MC, Market Conditions Addendum, must be completed along

with the appropriate appraisal form.

Reference: For access to these forms, see the HUDCLIPS Web site at
http://www.hud.gov/offices/adm/hudclips/.

Appraisal Form

Form Usage

Uniform Residential Appraisal Report (URAR)
( Fannie Mae Form 1004, March 2004)

Required to report an appraisal of

e a One unit property, or
e a One unit property with an accessory unit.

Manufactured Home Appraisal Report ( Fannie
Mae Form 1004C, March 2005)

Required to report an appraisal of a one-unit
manufactured home.

Individual Condominium Unit Appraisal
Report ( Fannie Mae Form 1073, March 2005)

Required to report an appraisal of

e a unit in a condominium project, or
e a condominium unit in a planned unit
development (PUD).

Small Residential Income Property Appraisal
Report ( Fannie Mae Form 1025)

Required to report an appraisal of a two to
four unit property.

Manufactured Home Appraisal Report ( Fannie
Mae Form 1004C, March 2005)

Required to report an appraisal of a
condominium manufactured home.

Individual Condominium Unit Appraisal
Report (Fannie Mae Form 1073)

Required as an addendum to the appraisal
report if the property is located in a
manufactured housing condominium project
(MHCP).

Continued on next page
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4. Appraisal Requirements, Continued

Appraisal Reporting Forms (continued)

Appraisal Form

Form Usage

Appraisal Update and/or Completion Report
(Fannie Mae Form 1004D/Freddie Mac Form

442/March 2005)

This is a dual-purpose form.

e Part A, Summary Appraisal Update Report

— provides for updates of existing appraisals
when the appraiser concurs with the
original appraisal report, and

— updates the appraisal by incorporating the
original appraisal report.

e Part B, Completion Report, provides for
compliance repair and completion
inspections for existing and new
construction dwellings.

References: For information on the use of

e Fannie Mae Form 1004D/Freddie Mac
Form 442/March 2005, Appraisal Update
and/or Completion Report, see
—HUD 4155.2 4.4.k, HUD 4155.2 4.4.1 and

HUD 4155.2 4.4.m, and
— ML 09-51.

e other required appraisal forms, see HUD
4150.2, Valuation Analysis for Single
Family One to Four Unit Dwellings,
Appendix D.

Continued on next page
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4. Appraisal Requirements, Continued

4155.2 4.4.d
Term of an
Appraisal

4155.24.4.
FHA Policy on
Appraisal
Reuse

41552 4.4.f
FHA Policy on
Appraisal
Extensions

The validity period for all appraisals on existing, proposed and under
construction properties is 120 days.

If the appropriate HOC determines that soft market conditions exist in certain
areas or markets, it may shorten the term of appraisals for substantial
rehabilitation upon advance notice to lenders.

The term of the appraisal begins on the day the home is inspected by the
FHA-approved appraiser and this date appears on the URAR.

Appraisals cannot be reused after the mortgage for which the appraisal was
ordered has closed.

A new appraisal is required for each refinance transaction requiring an
appraisal.

Example: An appraisal used for the purchase of a property cannot be used
again for a subsequent refinance, even if six months has not passed.

If a borrower signs a valid sales contract or is approved for a loan prior to the
expiration date of the appraisal, the term of the appraisal may be extended, at
the option of the lender, for 30 days to allow for the approval of the borrower
and closing of the loan.

Approval of the borrower occurs when the lender’s DE underwriter signs the
HUD-92900-LT, FHA Loan Underwriting and Transmittal Summary.

Continued on next page
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4. Appraisal Requirements, Continued

4155.24.4.9
FHA Policy on
Appraisal and
Inspection Fees

4155.24.4.h
Lender
Responsibility
for Providing
Appraised
Value
Documentation
to the Borrower

4155.2 4.4.i
Appraisal
Transfer and
Change of
Client Name
when the
Borrower
Switches
Lenders

The lender is responsible for collecting and promptly paying appraisers and
inspectors.

In accordance with the provisions of the National Housing Act, the lender
must provide to the borrower a Statement of Appraised Value.

The lender accomplishes this by giving the borrower a copy of HUD -
92800.5B, Conditional Commitment — DE Statement of Appraised Value, or a
copy of the completed appraisal report, at or before loan closing.

In cases where a borrower has switched lenders, the first lender must, at the
borrower’s request, transfer the case to the second lender. FHA does not
require that the client name on the appraisal be changed when it is transferred
to another lender.

In accordance with the Uniform Standards of Professional Appraisal Practice
(USPAP), the second lender is not permitted to request that the appraiser
change the name of the client within the appraisal report unless it is a new
appraisal assignment. To effect a client name change, the second lender and
the original appraiser may engage in a new appraisal assignment wherein the
scope of work is limited to the client name change. A new client name should
include the name of the client (Ilender) and HUD.

References: For more information on
e transferring case numbers, see HUD 4155.1 1.D.5, and
e ordering second appraisals, see HUD 4155.2 4.4.].

Continued on next page
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4. Appraisal Requirements, Continued

4155.2 4.4.j FHA prohibits “appraiser shopping”, where lenders order additional
Ordering a appraisals in an effort to assure the highest possible value for the property,
Second and/or the least amount of deficiencies or repairs are noted and required by

Appraisal when the appraiser.
the Borrower

Switches

Lenders However, in the case where a borrower switches from one FHA lender (first

lender) to a second lender, and an appraisal was ordered by and completed for
the first lender, a second appraisal may be ordered by the second lender if the

o first appraisal contains material deficiencies, as determined by the Direct
Endorsement underwriter for the second lender

e appraiser performing the first appraisal is on the second lender’s
exclusionary list of appraisers, or

o failure of the first lender to provide a copy of the appraisal to the second
lender in a timely manner would cause a delay in closing, posing potential
harm to the borrower, which includes events outside the borrower’s control
such as
— loss of interest rate lock
— purchase contract deadline
— foreclosure proceedings, and/or
— late fees.

For the first two scenarios above, the lender must ensure that copies of both
appraisals are retained in the case binder. For the third scenario, the appraisal
from the first lender must be added to the case binder when it is received.

Important: In all cases, the lender must document why a second appraisal
was ordered and retain the explanation in the case binder.

References: For more information on
e appraisal reuse, see HUD 4155.2 4.4.e, and
e appraisal extensions, see HUD 4155.2 4.4.1.

Continued on next page
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4. Appraisal Requirements, Continued

4155.2 4.4.k The FHA appraiser should only use Fannie Mae Form 1004D/Freddie Mac
When the Form 442, Appraisal Update and/or Completion Report under the conditions
Appraisal described in the table below.

and/or
Completion
Report Form Is
Used

When the lender...

Then the appraiser...

e needs to extend the validity period of
an existing appraisal that is due to
expire, and

e does not want to order a new appraisal

should use Part A/Appraisal Update.

needs to extend the validity period of an
existing appraisal for new construction
that is incomplete

should use Part A/Appraisal Update.

needs to report the

e completion of a repair, and/or

e satisfaction of requirements and
conditions noted on the original
appraisal report referenced in the
header of the Summary Appraisal
Update and/or Completion Report

should use Part B/Completion Report.

Continued on next page
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4. Appraisal Requirements, Continued

4155.2 4.4 The FHA appraiser may not use Fannie Mae Form 1004D/Freddie Mac Form
When the 442, Appraisal Update and/or Completion Report under the conditions

Appraisal described in the table below.
and/or

Completion
Report Form Is
Not Used

If.. Then the appraiser ...

e the property has declined in value may not use Part A/Appraisal Update.

e the building improvements that contribute
value to the property cannot be observed
from the street or a public way, or

o the exterior inspection of the property reveal
deficiencies or other significant changes that
did not exist as of the effective date of the
appraisal report being updated

e the property is new construction and may not use Part B/Completion Report.
manufactured housing, and

e a form HUD-92051, Compliance Inspection
Report, is required

w

4155.2 4.4.m The FHA appraiser who performed the original appraisal, if currently in good
Who May Use  standing on the FHA Appraiser Roster, may use Part A, Summary Appraisal

the Appraisal  Update Report, or Part B, Completion Report.
Update and/or

Completion

Report Form Any other FHA appraiser, currently in good standing on the FHA Appraiser

Roster, may only use Part B, Completion Report.

Reference: For information on how to use the Appraisal Update and/or
Completion Report form, see ML 09-51.
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5. Appraisal Repair Requirements

Introduction

Change Date

4155.24.5.a
FHA Policy on
Appraisal
Repair
Requirements

This topic contains information on repair requirements, including

e the FHA policy on repair requirements on an appraisal
e types of repairs

e properties with defective conditions, and

e additional required inspections by qualified entities.

December 30, 2009

In the performance of an FHA appraisal, the appraiser must

e denote any deficiency in the appropriate section(s) of the appraisal report
(site issues in the site section, improvement issues in the improvements
section, and so on), and

e note those repairs necessary to make the property comply with FHA’s MPR,
or MPS, together with the estimated cost to cure.

The lender determines which repairs for existing properties must be made for
the property to be eligible for FHA-insured financing.

Reference: For information on compliance inspection requirements, see
HUD 4155.2 4.1.i.

Continued on next page
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5. Appraisal Repair Requirements, Continued

4155.24.5.b
Types of
Repairs

The types of repairs that may need to be made to a property include

e cosmetic repairs, and

e required repairs.

The table below describes cosmetic and required repairs.

Type of Repair

Description

Cosmetic repairs

These repairs are not required, however, they must be
considered in the overall condition rating and
valuation of the property. Such repairs would include
surface treatments, beautification or adornment not
required for the preservation of the property.

Generally, worn floor finishes or carpets, holes in
window screens, or a small crack in a windowpane
are examples of deferred maintenance that do not rise
to the level of a required repair, but must be reported
by the appraiser.

Required repairs

The physical condition of existing building
improvements must be examined at the time of the
appraisal to determine whether repairs, alterations or
inspection are necessary or essential to eliminating
conditions that threaten the continued physical
security of the property.

Required repairs must be limited to those required to

e protect the health and safety of the occupants
(Safety)

e protect the security of the property (Security), and

e correct physical deficiencies or conditions affecting
structural integrity (Soundness).

Continued on next page
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5. Appraisal Repair Requirements, Continued

4155.245c A property with defective conditions is unacceptable for FHA insurance until
Properties With  the conditions have been remedied and the probability of further damage has
Defective been eliminated. Defective conditions include

Conditions

e defective construction, and
e other readily observable conditions that impair the safety, security, or
structural soundness of the dwelling.

4155.24.5.d Typical conditions that would require further inspection or testing by
Additional qualified individuals or entities include

Required

g‘jgﬁ?ggﬂs bY o infestation — evidence of termites

Entities e inoperative or inadequate plumbing, heating, or electrical systems

e structural failure in framing members

e leaking or worn-out roofs

e cracked masonry or foundation damage, and
e drainage problems.

Reference: For more information on compliance inspection requirements, see
e HUD 4155.2 4.1.i

e ML 05-48

e ML 05-34, and

e HUD 4150.2.
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6. Satisfying Repair Requirements

Introduction

Change Date

4155.2 4.6.a
FHA Policy on
Satisfying
Repair
Requirements

This topic contains information on satisfying repair requirements, including

e the FHA policy on satisfying repair requirements noted on the appraisal
report

e the Compliance Inspection Report

e the Lender Certification

e the escrow of funds for completion of construction

e the lender obligation to complete improvements

February 22, 2010

Repair requirements outstanding on the appraisal report must be satisfied
before the mortgage is submitted for endorsement. Satisfaction of repair
requirements can be submitted by providing

e a Compliance Inspection Report (HUD-92051), as described in HUD
4155.24.6.b

e Part B of Fannie Mae Form 1004D/Freddie Mac Form 442, Appraisal
Update and/or Completion Report

e the Mortgagee’s Assurance of Completion (HUD-92300) of escrowed
repairs, as described in HUD 4155.2 4.6.c, or

e a certification from a *“qualified” professional on their company form or
letterhead.

Note: A “qualified” professional may be a professionally licensed
e engineer

e home inspector, or

e trades person.

Reference: For more information on compliance inspection requirements, see
HUD 4155.2 4.1.i.

Continued on next page
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6. Satisfying Repair Requirements, Continued

4155.24.6.b
Compliance
Inspection
Report

4155.2 4.6.c
Lender
Certification

Form HUD-92051, Compliance Inspection Report, or Part B of Fannie Mae
Form 1004D/Freddie Mac Form 442, Appraisal Update and/or Completion
Report, are used to certify that repairs have been completed satisfactorily.

Part B of Fannie Mae Form 1004D/Freddie Mac Form 442, Appraisal Update
and/or Completion Report provides for compliance repair and compliance
inspections for existing and new construction dwellings.

Important: Part B of Fannie Mae Form 1004D/Freddie Mac Form 442 may
not be used in lieu of Form HUD-92051, Compliance Inspection Report, for
new construction and manufactured housing.

These forms must be prepared, as appropriate, by

e an appraiser, or

e an FHA fee inspector, for inspections that require architectural expertise
(such as structural or basic system repair).

Such reports must be reviewed by FHA or the lender’s underwriter, as
appropriate.

Note: An FHA-approved inspector list is available via the FHA Connection,
located at https://entp.hud.gov/clas/.

References: For more information on

e compliance inspection requirements, see HUD 4155.2 4.1.i

e use of the Appraisal Update and/or Completion Report form, see
—HUD 4155.24.1.k
—HUD 4155.24.1.1, and
—HUD 4155.24.1.m.

A lender certification HUD-92300, Mortgagee’s Assurance of Completion is
acceptable in those instances in which the required repair items are minor and
uncomplicated.

Note: If the borrower could complete the work on his/her own as normal
maintenance, FHA considers the work to be “minor”.

Continued on next page
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4155.24.6.d
Escrow of
Funds for
Completion of
Construction

4155.2 4.6.e
Lender
Obligation to
Complete
Improvements
Regardless of
Escrow
Reserves

If adverse weather conditions prevent completion of the repairs, it is not
always necessary to complete all new construction items (for example,
landscaping) or required repairs (such as exterior painting) before submitting
the mortgage for insurance endorsement. In certain situations, funds may be
escrowed, and FHA will accept a HUD-92300, Mortgagee’s Assurance of
Completion at the time of endorsement.

The escrow of funds may only be used when

e the dwelling is habitable, safe and essentially complete

e the deferred work cannot be acceptably completed prior to loan closing, but
will be completed within six months

e all other conditions of the appraisal have been satisfied by compliance
inspections or by an acceptable Mortgagee’s Assurance of Completion, and

e the lender has not been denied the privilege of using a Mortgagee’s
Assurance of Completion due to poor follow up or non satisfaction of
outstanding escrows.

The lender assumes the obligation to satisfactorily complete improvements,
regardless of the adequacy of the funds reserved by escrow or letter of credit.

An appraiser or an inspector on FHA’s Appraiser Roster or FHA’s Panel of
Inspectors must confirm that the work was satisfactorily completed.

References:

e For lists of such appraisers or inspectors, see the HUD Web site at
www.hud.gov.

e For more information on the escrow of funds and verification of work
completion, see HUD 4145.1, Architectural Processing and Inspections for
Home Mortgage Insurance.
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7. Prohibition on Property Flipping

Introduction

Change Date

4155.24.7.a
Definition:
Property
Flipping

4155.24.7.b
Inapplicability
of Property
Flipping
Restrictions to
New
Construction

This topic contains information on the prohibition of property flipping,
including the

e definition of property flipping

e inapplicability of property flipping restrictions to new construction

e requirement that the seller must be the owner of record

e appraiser responsibility for analyzing prior sales of a property

e restriction on re-sales occurring 90 days or less after acquisition

e required second appraisal on properties sold between 91 and 180 days after
acquisition

e re-sales occurring between 91 days and 12 months following acquisition,
and

e exceptions to the 90-day restriction.

February 22, 2010

The term property flipping refers to a practice whereby recently acquired
property is resold for a considerable profit with an artificially inflated value,
often abetted by a lender’s collusion with an appraiser.

The restrictions listed in this topic, and in 24 CFR 203.37a do not apply to a
builder selling a newly built home or building a home for a borrower wishing
to use FHA-insured financing.

Continued on next page
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7. Prohibition on Property Flipping, Continued

4155.24.7.c
Seller Must Be
the Owner of
Record

4155.24.7d
Appraiser
Responsibility
for Analyzing
Prior Sales of a
Property

4155.24.7.e
Restriction on
Re-Sales
Occurring 90
Days or Less
After
Acquisition

To be eligible for a mortgage insured by FHA

e a property must be purchased from the owner of record
e the transaction may not involve any sale or assignment of the sales contract,
and

¢ the lender must obtain, and submit in the case binder to HUD,
documentation verifying that the seller is the owner or record.

Such documentation may include, but is not limited to

e a property sales history report

e a copy of the recorded deed from the seller, or

e other documentation, such as a copy of a property tax bill, title
commitment, or binder, demonstrating the seller’s ownership of the
property and the date it was acquired.

Note: This requirement applies to all FHA purchase money mortgages,
regardless of the time between re-sales.

To be in compliance with updated Standard Rule 1-5 of the Uniform
Standards of Professional Appraisal Practice (USPAP), appraisers are
required to analyze any prior sales of a subject property in the previous three
years for one to four family residential properties.

Mortgage lenders may rely on the information provided by the appraiser in
the Uniform Residential Appraisal Report (URAR) describing the Date, Price
and Data for Prior Sales for the subject property within the last three years.

If a property is re-sold 90 days or fewer following the date of acquisition by
the seller, the property is not eligible for a mortgage insured by FHA.

FHA defines the

e seller’s date of acquisition as the date of settlement on the seller’s purchase
of that property, and

e re-sale date as the date of execution of the sales contract by a buyer
intending to finance the property with an FHA-insured loan.

Reference: For exceptions to this 90-day restriction, see HUD 4155.2 4.7.h

Continued on next page
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41552 4.7.f
Second
Appraisal
Required on
Properties Sold
Between 91 and
180 Days After
Acquisition

4155.24.7.9
Resales
Occurring
Between 91
Days and 12
Months
Following
Acquisition

A lender must obtain a second appraisal by another appraiser if

e the re-sale date of a property is between 91 and 180 days following the
acquisition of the property by the seller, and

e the resale price is 100 percent or more over the price paid by the seller when
the property was acquired.

FHA reserves the right to revise the resale percentage level at which this
second appraisal is required by publishing a notice in the Federal Register.

Example: If a property is re-sold for $80,000 within six months of the
seller’s acquisition of that property for $40,000, the lender must obtain a
second independent appraisal supporting the $80,000 sales price. Even if the
lender provides documentation showing the cost and extent of rehabilitation
that went into the property resulting in the increased value, the second
appraisal is still required.

Note: The cost of the second appraisal may not be charged to the borrower.

FHA reserves the right to require additional documentation from a lender to
support the resale value of a property if

e the resale date is more than 90 days after the date of acquisition by the
seller, but before the end of the twelfth month following the date of
acquisition, and

e the resale price is 5 percent or greater than the lowest sale price of the
property during the preceding 12 months.

At FHA'’s discretion, such documentation may include, but not be limited to,
an appraisal from another appraiser.

Continued on next page
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4155.24.7.h
Exceptions to
the 90 Day
Restriction

The only exceptions to the 90 day resale restriction described in HUD 4155.2
4.7.e are for

e properties acquired by an employer or relocation agency in connection with
the relocation of an employee

e re-sales by HUD under its Real Estate Owned (REO) program

e sales by other United States Government agencies of single family
properties pursuant to programs operated by these agencies

e sales of properties by nonprofits approved to purchase HUD owned single
family properties at a discount with resale restrictions

e sales of properties that are acquired by the seller by inheritance

e sales of properties by state and federally-chartered financial institutions and
government sponsored enterprises

e sales of properties by local and state government agencies, and

e sales of properties within Presidentially Declared Disaster Areas.

Any subsequent re-sales of the properties described above must meet the 90
day threshold in order for the mortgage to be eligible as security for FHA
insurance.

Note: HOCs do not have the authority to waive the 90-day resale restriction
because it is a regulatory requirement and not an administrative policy.
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8. Seller Concessions and Verification of Sales

Introduction

Change Date

4155.2 4.8.a
FHA Policy on
Appraisal
Requirements
for Sales
Concessions

4155.24.8.b
Types of Sales
Concessions

This topic contains information on FHA requirements regarding seller
concessions and verification of sales. It includes information on

e the FHA policy on appraisal requirements for sales concessions
e types of sales concessions, and
e lender requirements regarding sales concessions.

May 10, 2009

Sales concessions influence the price paid for real estate. For this reason,
FHA requires that appraisers identify and report sales concessions and
properly address and/or adjust the comparable sale transactions to account for
sales concessions in the appraisal of all properties to be security for an FHA-
insured loan.

Sales concessions may be in the form of any of the following concessions
given by the seller or any other party involved in a mortgage transaction:

e loan discount points

e loan origination fees

e interest rate buy downs

e closing cost assistance

e payment of condominium fees
e builder incentives

e down payment assistance

e monetary gifts, or

e personal property

Continued on next page
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8. Seller Concessions and Verification of Sales, continued

4155.24.8.c
Lender
Requirements
Regarding
Sales
Concessions

FHA requires that lenders comply with the requirements listed below with
respect to sales concessions:

e 0N any real estate purchase transaction, the lender must provide the
appraiser with a complete copy of the ratified sales contract, including all
addenda, for the subject property that is to be appraised

e lenders must provide appraisers with all financing data and sales
concessions for the subject property granted by anyone associated with the
transaction (Note: Sales concession information must include gifts and/or
down payment assistance, which may or may not be included in the contract
of sale.), and

e if a lender requests a reconsideration of value, the lender must provide the
appraiser with any amendments to the contract that occurred after the
effective date of the appraisal.

Note: Contributions from sellers or other interested third parties to the
transaction that exceed 6 percent of the sales price or other financing
concessions must be treated as inducements to purchase, thereby reducing the
amount of the mortgage.

Reference: For information on inducements to purchase, see HUD 4155.1
2.A4.
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9. Reporting Requirements for Appraisals in Declining
Markets

Introduction This topic contains information on the reporting requirements for appraisals
in declining markets, including

e a description of a “declining market” for purposes of properties that are to
be collateral for FHA-insured mortgages

e the policy requiring the use of closed comparables and active
listings/pending sales

e specific requirements for reporting comparable listings/pending sales for
appraisals in declining markets, and

e requirements regarding market trend data sources.

Change Date May 10, 2009

41552492 While there is no standard industry definition, for purposes of performing

Description of  appraisals on properties that are to be collateral for FHA-insured mortgages, a

MDeclllTnfq “declining market” is considered to be any neighborhood, market area, or
arket” for

region that demonstrates a decline in prices or deterioration in other market

g%ggiﬁz sfl'hat conditions as evidenced by an oversupply of existing inventory or extended

Are Collateral marketing times

for an FHA- .. . . . .

Insured Note: A declining trend in the market must be identified by the conclusions

Mortgage of the Fannie Mae 1004MC, Market Conditions Addendum. The appraiser
must provide a summary comment and provide support for all conclusions
relating to the trend of the current market.

4155.24.9.b In order to show recent market activity, appraisals of properties located in

Policy declining markets must include at least two comparable sales that

Requiring Use

of Comparables o o|seq within 90 days prior to the effective date of the appraisal, and

for A isal - . .

FgerpoEtFi)r:ZIisr? e are as similar as possible to the subject property.

Declining ) ) ) ) e

Markets Note: In cases where compliance with this requirement is difficult or not

possible due to the lack of market data, a detailed explanation is required.

Continued on next page
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Chapter 4

9. Reporting Requirements for Appraisals in Declining
Markets, Continued

4155.24.9.c
Specific
Requirements
for Reporting
Comparable
Listings/
Pending Sales
for Appraisals
in Declining
Markets

In order to ensure that FHA receives an accurate and thorough appraisal
analysis, the inclusion of comparable listings and/or pending sales is required
in appraisals of properties that are located in declining markets. Specifically,
the appraiser must

e include a minimum of two active listings or pending sales on the appraisal
grid of the applicable appraisal reporting form in comparable 4-6 position or
higher (in addition to the three settled sales)

e ensure that active listings and pending sales are market tested and have
reasonable market exposure to avoid the use of over priced properties as
comparables. (Note: Reasonable market exposure is reflected by typical
marketing times for the neighborhood. The comparable listings should be
truly comparable and the appraiser should bracket the listings using both
dwelling size and sales price whenever possible.)

e adjust active listings to reflect list to sale price ratios for the market

e adjust pending sales to reflect the contract purchase price whenever possible
or adjust pending sales to reflect list to sale price ratios

e include the original list price, any revised list prices, and total days on the
market (DOM) (Note: Provide an explanation for DOM that do not
approximate time frames reported in the Neighborhood section of the
appraisal reporting form or that do not coincide with the DOM noted in the
Market Conditions Addendum.)

e reconcile the adjusted values of active listings or pending sales with the
adjusted values of the settled sales provided (Note: If the adjusted values
of the settled comparables are higher than the adjusted values of the active
listings or pending sales, the appraiser must determine if a market condition
adjustment is appropriate. The final value conclusion should not be based
solely on the comparable listing or pending sales data.), and

e include an absorption rate analysis, which is critical to developing and
supporting market trend conclusions, as mandated by the Market Conditions
Addendum. (Example: Assuming 36 sales during a six-month period, the
absorption rate is 6 sales per month (36/6).

Continued on next page
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9. Reporting Requirements for Appraisals in Declining
Markets, Continued

4155.24.9.d Data regarding market trends is available from a number of local and
Specific nationwide sources. Appraisers must be diligent in using only impartial
Requirements  sources of data. The appraiser must
for Market
Trend Data e verify data via local parties to the transaction, such as
Sources

—agents

— buyers

—sellers, and

— lenders, or

e use public records or another impartial data source that can be replicated if a
sale cannot be verified by a party.

Unacceptable Sources:

Unacceptable data sources include local and national media and other sources
considered not readily verifiable. A Multiple Listing Service (MLS) by itself
is not considered a verification source.

Notes:

o Appraisal results should be able to be replicated.

e Known or reported incentives or sales concessions must be noted in the
financing section of the grid for any active or pending comparable used.
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Chapter 4

10. Property Eligibility Requirements Specific to
Manufactured Homes

Introduction

Change Date

4155.24.10.a
Foundation
Requirements
for
Manufactured
Homes

4155.2 4.10.b
Engineer’s
Certification on
Foundation
Compliance for
Manufactured
Homes

This topic contains information on the requirements for property eligibility
specific to manufactured homes, including

e foundation requirements for manufactured homes

e Engineer’s Certification on Foundation Compliance for Manufactured
Homes

e use of the Engineer’s Certification for future loans

e perimeter enclosures for manufactured homes

e required inspections for new construction manufactured homes, and
e termite control for manufactured homes.

February 22, 2010

All manufactured home permanent foundation systems must follow the FHA
guidelines in effect at the time of the certification, which are currently
published in the Permanent Foundations Guide for Manufactured Housing
(PFGMH).

Reference: For more information on PFGMH, see HUD 4930.3G, or
www.huduser.org/publications/destech/permfound.html.

The lender must submit an Engineer’s Certification on Foundation
Compliance, attesting to compliance with the current PFGMH, which must be

e completed by a licensed professional engineer or registered architect, who is
licensed/registered in the state where the manufactured home is located

e site-specific, and

e included in both the lender’s loan file and the insuring binder when
submitted to FHA.

Note: The certification must contain the engineer’s or registered architect’s
signature, seal, and/or state license/certification number. In states where seals
are issued, the seal must be on the certification.

Reference: For more information on PFGMH, see HUD 4930.3G, or
www.huduser.org/publications/destech/permfound.html.

Continued on next page
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Chapter 4

10. Property Eligibility Requirements Specific to
Manufactured Homes, Continued

4155.2 4.10.c
Use of the
Engineer’s
Certification on
Foundation
Compliance for
Manufactured
Homes for
Future Loans

4155.2 4.10.d
Perimeter
Enclosures for
Manufactured
Homes

A copy of the foundation certification, showing that the foundation met the
PFGMH guidelines that were in effect at the time of certification, is
acceptable for future FHA loans, provided there are no alterations and/or
observable damage to the foundation.

A copy of the foundation certification is not required in the loan file or
insuring binder for any

e FHA-to-FHA transaction, provided that no modifications have been made to
the foundation or structure from the date of the effective certification, or
e FHA/HUD Real Estate Owned (REO) Division sales.

For the space beneath a manufactured home to be properly enclosed, the
perimeter enclosure must

e be a continuous wall (whether bearing or non-load bearing)
e be adequately secured to the perimeter of the unit

e separate the crawl space from backfill

e keeps out vermin and water, and

e allow for proper ventilation of the crawl space.

For new construction, the space beneath the home shall be enclosed by a
continuous foundation-type construction designed to resist all forces to which
it is subjected without transmitting forces to the building superstructure. The
enclosure shall be constructed of materials that conform to the PFGMH, and
to HUD Minimum Property Standards (MPS), such as concrete, masonry, or
treated wood.

For existing construction, there must be adequate backing, such as concrete,

masonry, or treated wood, to permanently attach and support or reinforce the
skirting, if the perimeter enclosure is non-load bearing skirting comprised of
lightweight material.

References: For more information on

e HUD Minimum Property Standards, see HUD 4910.1.

e PFGMH, see HUD 4930.3G, or
www.huduser.org/publications/destech/permfound.html.

Continued on next page
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10. Property Eligibility Requirements Specific to
Manufactured Homes, Continued

4155.24.10. For newly-constructed manufactured homes, initial and final inspections must
Required be completed in accordance with the requirements in HUD 4145.1, REV-2,
Inspections for  CHG-1, Architectural Processing and Inspections for Home Mortgage

oW ction  Insurance; and reported using the Compliance Inspection Report form. The
Manufactured  '"oPections must be performed by
Homes

e FHA Compliance Inspectors

e licensed engineers

e registered architects, or

e other qualified construction industry professionals, as determined by the
lender.

The inspector must have a copy of the FHA-required foundation certification,
and related plans and specifications at the time of the inspection.

FHA Roster appraisers may use Part B of Fannie Mae Form 1004D/Freddie
Mac Form 442, Appraisal Update and/or Completion Report, which provides
for compliance repair and completion inspections for existing and new
construction dwellings.

Important: The FNMA form Fannie Mae Form 1004D/Freddie Mac Form
442, Appraisal Update and/or Completion Report may not be used in lieu of
form HUD-92051, Compliance Inspection Report, for new construction and
manufactured housing.

References: For more information on

e inspection requirements, see HUD 4145.1, Architectural Processing and
Inspections for Home Mortgage Insurance

e the Compliance Inspection Report, see form HUD-92051

e PFGMH, see HUD 4930.3G, or
www.huduser.org/publications/destech/permfound.html, and

e the use of Fannie Mae Form 1004D/Freddie Mac Form 442/March 2005,
Appraisal Update and/or Completion Report, see
—HUD 4155.2 4.4.k, HUD 4155.2 4.4.1, and HUD 4155.2 4.4.m, and
— ML 09-51.

Continued on next page
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Chapter 4

10. Property Eligibility Requirements Specific to
Manufactured Homes, Continued

4155.2 4.10.f
Termite
Control for
Manufactured
Homes

The steel chassis under a newly-constructed manufactured home unit is not an
effective termite barrier. Any one, or a combination of the following methods
is required for maximum protection against termites, including

e chemical soil treatment

e EPA-registered bait treatments

e pressure preservative-treated wood, or
e naturally termite-resistant wood.

Termite protection policies for existing manufactured homes will be handled
in the same manner as stick-built homes. State or local requirements are to be
followed.

Reference: For more information regarding termite protection requirements
on existing properties, see ML 05-48.
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HUD 4155.2

Section A. Loan Closing Policies

Overview

Chapter 6, Section A

In This Section ~ This section contains the topics listed in the table below.

Topic Topic Name See Page
1 General Loan Closing Requirements 6-A-2
2 Loan Closing Documentation Requirements 6-A-8
3 Closing Costs and Other Fees 6-A-12
4 Prohibited Payments and Loans 6-A-14
5 Closing Certifications and Sales Contracts 6-A-16
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Chapter 6, Section A HUD 4155.2

1. General Loan Closing Requirements

Introduction

Change Date

4155.26.A.1l.a
Lender
Responsibilities
at Loan Closing

4155.26.A.1.b
Discussion of
Approval
Conditions

6-A-2

This topic contains general information on loan closing requirements,
including

e lender responsibilities at loan closing

e discussion of approval conditions

e settlement date and endorsement submission

e per diem interest and interest credits at closing

e payment factors for principal and interest payments

e use of power of attorney at closing

e title insurance

e lender responsibilities for title objections

e projecting and collecting real estate tax payments, and
o title issues for manufactured homes.

December 23, 2010

At loan closing, the lender is responsible for

e resolving all problems regarding title to the real estate

e reviewing all documents to ensure compliance with all conditions of the
commitment

e closing the loan before the expiration of the
— FHA-issued Firm Commitment or Direct Endorsement (DE) approval,

and

— credit documents, and

e submitting the loan documents for insurance within 60 days of loan closing
or funds disbursement, whichever is later.

The lender is responsible for discussing the conditions of the DE lender’s
approval, or FHA’s Firm Commitment, if applicable, with the borrower, and,
if applicable, the seller or builder.

Continued on next page
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Chapter 6, Section A

1. General Loan Closing Requirements, Continued

4155.26.A.1.c
Settlement Date
and
Endorsement
Submission

4155.26.A.1d
Per Diem
Interest and
Interest Credits
at Closing

The date of closing/settlement is generally considered the date on which the
note and mortgage are signed by the borrower. This is also the date defined
as the settlement date on the HUD-1 Settlement Statement.

However, the 60-day endorsement submission clock begins on the date that
the lender relinquishes control of the loan proceeds (disburses the mortgage
funds), for both purchase money mortgages and refinance transactions.

This results in a consistent, easily understood start date so that lenders can
meet the obligation to submit uniform case binders to FHA for endorsement
processing.

The funding/disbursement date must be entered

e on the HUD-1 Settlement Statement, Block I, and
e as the closing date on the
— Automated Clearing House (ACH) screen, and
— FHA Connection screen.

Note: On a refinance, the deadline by which the lender must submit any
UFMIP is calculated beginning on the funding/disbursement date.

The lender may collect interim or per diem interest from the date it disburses,
or relinquishes control of the loan proceeds. Interim interest for the period
preceding amortization must be computed using a daily factor of 1/365" of
the annual rate.

On the purchase of a primary residence, the lender may credit up to seven
calendar days of per diem interest to the borrower and have the mortgage
payments begin the first day of the succeeding month. This reduces the
burden on borrowers whose loans were scheduled to close at the end of the
month, but did not, due to unforeseen circumstances.

On a refinance, the lender and borrower may agree to a per diem interest
credit of up to 30 calendar days (up to the day prior to the first payment date)
and have the mortgage payment begin the first day of the succeeding month.

A per diem interest credit may not result in cash back to the borrower.

Continued on next page
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Chapter 6, Section A HUD 4155.2

1. General Loan Closing Requirements, Continued

4155.26.A.1.e  Lenders may use a six-digit factor for the monthly principal and interest

Factors for payment. A tolerance of four cents per thousand is permitted.
Principal and

Interest

Payments

4155.26.A.1.f A borrower may designate an attorney-in-fact to use a power of attorney to
Use Power of sign documents on his/her behalf at closing, including
Attorney At
Closing « page four of form HUD-92900-A, Addendum to the Uniform Residential
Loan Application, and
e the final Fannie Mae Form 1003/Freddie Mac Form 65, Uniform
Residential Loan Application (URLA), if signed at closing.

Lenders are required to submit copies of the initial URLA and form HUD-
92900-A if all borrowers did not sign the final version.

Any power of attorney, whether specific or general, must comply with state
law, and allow for legal enforcement of the mortgage note in the jurisdiction.

References: For additional information on

e powers of attorney, see HUD 4155.1 1.B.3.3, and

e requirements for initial and final URLAs and Addendums, see
—HUD 4155.1 1.B.1.3, and
—HUD 4155.1 1.B.3.c

Continued on next page
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HUD 4155.2

Chapter 6, Section A

1. General Loan Closing Requirements, Continued

4155.2 6.A.1.9
Title Insurance

4155.2 6.A.1.h
Lender
Responsibilities
for Title
Objections

FHA does not require title insurance for forward mortgages at loan closing.
However, the lender is responsible for conveying good, marketable title to
FHA when a claim is filed.

Exception: The one exception to this policy involves property that previously
had been sold by HUD (REO sale) and FHA has insured the mortgage
financing the subsequent purchase of the property. If such a property had a
title defect prior to the original conveyance to FHA, the lender is not held
responsible for any title defects arising prior to the sale by FHA.

References: For more information on
e HUD REO sales and prior title defects, see 24 CFR 203.390, and
o title exceptions, see HUD 4155.2 6.C.

With respect to title objections, the lender is responsible for

e reviewing 24 CFR 203.389 for a full description of the General Waiver of
Objection to title provisions

e reporting any additional exceptions discovered during the title search to the
DE underwriter before the loan is closed (unless the exceptions are covered
by the General Waiver)

e reviewing other title matters not covered by the General Waiver

e making decisions about these other title conditions and whether a title
condition significantly affects the property’s value and/or marketability, and

e ensuring that FHA will accept any conditions of title to the property.

Reference: For more information on title objections and the General Waiver
for customary easements, restrictions, and encroachments, see HUD 4155.2
6.C.

Continued on next page

6-A-5


http://edocket.access.gpo.gov/cfr_2008/aprqtr/24cfr203.390.htm
imi-internal:4155-2.6.C
http://edocket.access.gpo.gov/cfr_2008/aprqtr/24cfr203.389.htm
imi-internal:4155-1.9.2.d
imi-internal:4155-2.6.C
imi-internal:4155-2.6.C

Chapter 6, Section A HUD 4155.2

1. General Loan Closing Requirements, Continued

4155.2 6.A.1.i
Projecting Real
Estate Tax
Payments

6-A-6

The lender may project real estate tax payments, and collect those funds as a
portion of the monthly escrow account payment without violating the Real
Estate Settlement Procedures Act (RESPA).

RESPA requires that a borrower receive an initial escrow account statement at
settlement or within 45 days of settlement. In conducting this analysis,
RESPA permits lenders and mortgage servicers to project the disbursements
for real estate taxes for the ensuing 12 months and collect funds based on this
projection.

On a newly-constructed dwelling, however, the lender must not predicate a
borrower’s monthly escrow payments on the value of vacant land when tax
authority reassessments are likely to occur within 12 months of mortgage loan
closing.

Reference: For more information on estimating property taxes for
underwriting purposes, see HUD 4155.1 4.F.2.d.

Continued on next page
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HUD 4155.2

Chapter 6, Section A

1. General Loan Closing Requirements, Continued

4155.2 6.A.1j
Title Issues for
Manufactured
Homes

All manufactured home units and land must be classified as real estate to be
eligible for Title 11 FHA Insurance. When the land is purchased separately
from the manufactured housing unit, there may be two deeds, a

e property deed for the land, and
e chattel deed or motor vehicle title for the unit.

FHA requires one clear title at the time of closing.
Lenders must

e comply with all state or local requirements for proper purging of the title
(chattel or other equivalent debt instrument) to the manufactured home, and
e ensure that the subject property is classified or taxed as real estate.

The lender must provide evidence that the title policy specifically states the
manufactured home and land are classified as real estate (but need not be
treated as real estate for purposes of state taxation).

Certification of purged title of the manufactured home must be provided to
show that the unit has been officially converted from chattel to real property.
Once the manufactured home unit is permanently attached to land, the lender
must file a request or application to purge the manufactured home title with
the appropriate state or local authority (i.e. Department of Motor Vehicles).

If the original chattel deed or title is not purged, the property does not have
marketable real estate title. In the event of a foreclosure, therefore, HUD will
not accept a conveyance or pay a claim.

The lender may resolve title issues through services such as the website
offered by Fannie Mae,
https://www.efanniemae.com/sf/quides/ssg/relatedsellinginfo/manufachousin
a/index.jsp?from=hp, which includes state-by-state titling information for
loans secured by manufactured housing.
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Chapter 6, Section A HUD 4155.2

2. Loan Closing Documentation Requirements

Introduction This topic contains information on loan closing documentation requirements,
including

» required language for closing documents

e signature requirements at loan closing

e final URLA and form HUD-92900-A requirements

¢ endorsement package submission

e required disclosure statement when initial Addendum is not completed, and
e closing in compliance with loan approval.

Change Date December 23, 2010

4155.26.A.2.a  The forms and/or language prescribed by FHA must be used in the legal

Required documents used for loan closing.

Language for

Closing Reference: For information on FHA forms and language requirements for the
Documents mortgage and note, see HUD 4155.2 6.B.

Continued on next page
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HUD 4155.2

Chapter 6, Section A

2. Loan Closing Documentation Requirements, Continued

41552 6.A.2.b
Signature
Requirements
at Loan Closing

All individuals who appear on the loan application must sign and date the
mortgage note and all closing documents, where appropriate.

Any individual whose signature is required by state law to create a valid first
lien, pass clear title, or waive inchoate rights must sign the security
instrument, such as the

e mortgage
e deed of trust, or
e security deed.

All owners of the property who will be vested in title must sign the security
instrument, except as described in HUD 4155.1 4.A.1.i. Cosigners and non-
occupant borrowers who do not have ownership interest in the property
(vested title) are not required to take title or sign the security instrument.

References: For more information on

e electronic signatures on third party documents, see HUD 4155.1 1.B.1.k,
and

e cosigner requirements, see HUD 4155.1 4.A.1.e.

Continued on next page
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Chapter 6, Section A HUD 4155.2

2. Loan Closing Documentation Requirements, Continued

4155.2 6.A.2.c
Final URLA
and Form
HUD- 92900-A
Requirements

4155.26.A.2d
Endorsement
Package
Submission

6-A-10

The underwriter must have the final form HUD-92900-A, Addendum to the
Uniform Residential Loan Application and final Fannie Mae Form 1003,
Uniform Residential Loan Application (URLA) before underwriting the loan
application, whether or not they have been signed by the borrower at that
time.

If the lender uses only one loan application that serves as both the initial and
final, the lender must still obtain a completed final Addendum before
underwriting the loan.

In the endorsement package, the lender must submit a

e copy of the final loan application, and

o satisfactory letter of explanation from the borrower addressing any
significant variances between the initial loan application and final
application.

Continued on next page
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Chapter 6, Section A

2. Loan Closing Documentation Requirements, Continued

4155.26.A.2.e
Required
Disclosure
Statement
When Initial
Addendum Is
Not Completed

4155.2 6.A.2.f
Closing in
Compliance
With Loan
Approval

When the lender chooses not to complete an initial form HUD-92900-A,
Addendum to the Uniform Residential Loan Application, (that is, the lender
asks the borrower to sign a completed Addendum before the loan is
underwritten), simultaneous appraisal and mortgage credit review is
permissible if the lender discloses to the borrower that the lender’s Direct
Endorsement (DE) underwriter may adjust the appraised value.

The disclosure statement below must be signed by the borrower(s) and
becomes part of the official file submitted to FHA for endorsement:

I (we) understand that my (our) application for an FHA-insured mortgage is
being processed under the Direct Endorsement (DE) program. The lender
has advised me (us) that the appraiser has assigned a value of

$ to the property being purchased.

I am (we are) aware that the official determination will be made by the DE
underwriter when he/she reviews the report.

It is understood that I (we) may elect to cancel the application or
renegotiated with the seller if the DE underwriter reduces the value below the
amount set forth in the sales contract, or requires additional repairs for
which the seller will not be responsible.

The loan must close in the same manner in which it was underwritten and
approved.

FHA may withhold endorsement of the loan if there are additional signatures
on the security instruments and/or mortgage note of individuals not reviewed
during mortgage credit analysis, except for a non-purchasing spouse or any
requirements of a state or local jurisdiction necessary to perfect the lien.

Reference: For additional information on non-purchasing spouse
requirements, see HUD 4155.1 4.A.5.
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Chapter 6, Section A HUD 4155.2

3. Closing Costs and Other Fees

Introduction

Change Date

4155.2 6.A.3.a
Collecting
Customary and
Reasonable
Fees

6-A-12

This topic contains information on closing costs and other fees, including

e collecting customary and reasonable fees
e other fees and charges

e closing costs as downpayment, and

e rejecting charges and fees.

December 23, 2010

The lender may only collect fair, reasonable, and customary fees and charges
from the borrower for all origination services. FHA will monitor to ensure
that borrowers are not overcharged. Furthermore, the FHA Commissioner
retains the authority to set limits on the amount of any fees that a lender may
charge a borrower(s) for obtaining an FHA loan.

Aggregate charges may not violate FHA’s tiered pricing rules, per ML 94-16.
Additionally, FHA does not allow “mark-ups.” The cost for any item charged
to the borrower must not exceed the cost paid by the lender, or charged to the
lender by the service provider.

Only the actual cost for the service may be charged to the borrower.

References: For more information on
e closing costs, see HUD 4155.1 5.A.2.3, and
e other fees and charges, see HUD 4155.2 6.A.3.b.

Continued on next page
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HUD 4155.2 Chapter 6, Section A

3. Closing Costs and Other Fees, continued

4155.26.A.3.b  The table below describes fees and charges a lender may assess, but which are
Other Feesand  not considered closing costs.

Charges
Type of Fee Description
Discount Points Discount points charged by the lender on a purchase transaction may

be charged to the buyer, but may not be included in the financed
mortgage amount.

Reasonable discount points for refinance transactions may be
financed into the mortgage amount, subject to equity requirements
and other restrictions applied to refinances.

Reference: For more information on refinance transaction
requirements, see HUD 4155.1 3.A.

e Lock-Ins These provide a written guarantee that ensures the loan terms
e Rate Locks

¢ will not change for a definite period of time (for instance not less
than 15 days), or
e are limited to the extent to which the terms may change.

Reference: For more information on rate locks, see HUD 4155.2
3.A.2.b.

4155.26.A.3.c  Closing costs may not be used to help meet the minimum 3.5%

Closing Costs  downpayment requirement.

as

Downpayment  cjosing costs are not considered in the mortgage amount or downpayment
calculation for purchase money mortgages.

4155.26.A.3.d  The appropriate Homeownership Center (HOC) may reject charges, based on

Rejecting what is reasonable and customary for the area.
Charges and

Fees
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Chapter 6, Section A HUD 4155.2

4. Prohibited Payments and Loans

Introduction This topic contains information on prohibited payments and loans, including

e paying unearned fees
e prohibition on funds advances, and
e providing below market rate or non-interest loans.

Change Date December 23, 2010

4155.26.A4.a A lender is not permitted to pay any fee, compensation, or thing of value

Paying other than for services actually performed, including
Unearned Fees

e kick back fees

o fees above that actually paid for the service

e finders fees or payments to any party referring the loan

e payment to a party that has received, or will receive other payment for the
service, unless it is a commission for selling a hazard insurance policy at the
borrower’s request, and

o fees prohibited by the Real Estate Settlement Procedures Act (RESPA).

4155.26.A.4b  Advancing funds in anticipation of commissions on sales being financed with

Prohibitionon  FHA-insured mortgages is prohibited.
Funds

Advances

Continued on next page
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4. Prohibited Payments and Loans, Continued

4155.26.A.4c A lender may not provide below-market rate or non-interest loans to any

Providing parties from whom the lender accepts proposals for FHA-insured mortgages,
Below-Market jncluding but not limited to
Rate or Non-

Interest Loans | oo estate brokers or agents

e mortgage brokers
e packagers, or
e builders.

6-A-15



Chapter 6, Section A HUD 4155.2

5. Closing Certifications and Sales Contracts

Introduction This topic contains information on closing certifications and sales contracts,
including

e determining the closing certifications

e lender’s certificate

e policy on sales contracts

e amendatory clause in the sales contract
 required language for the amendatory clause

e real estate certification, and

e when the real estate certification is not needed.

Change Date December 23, 2010

Continued on next page
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Chapter 6, Section A

5. Closing Certifications and Sales Contracts, Continued

4155.2 6.A5.a
Determining
the Closing
Certifications

4155.26.A.5.b
Lender’s
Certificate

The closing certifications that the lender must execute are dictated by the type
of processing, such as

e direct endorsement (DE), or
e FHA/HUD underwritten.

By signing the Lender’s Certificate on page 4 of form HUD-92900-A,
Addendum to the Uniform Residential Loan Application, the lender is stating
that

e statements made in the application for insurance and the Certificate are true
and correct

e conditions listed or appearing in any outstanding commitment issued under
the case number have been fulfilled

e complete disbursement of the loan was made to the borrower, or his/her
creditors for his/her account and with his/her consent

e the security instrument has been recorded, and is a good and valid first lien
on the property

e no charge has been made to or paid by the borrower, except as permitted
under FHA regulations

e copies of the credit and security instruments that are submitted herewith are
true and exact copies as executed and filed for record, and

e no one has paid any kickbacks, fee or consideration of any type, directly or
indirectly, to any party connected with the transaction, except as permitted
under FHA regulations and administrative instructions.

The lender’s representative also certifies that, at the time of closing the
mortgage loan, he/she has personally reviewed the mortgage loan documents,
closing statements, application for insurance endorsement, and all
accompanying documents.

Continued on next page
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5. Closing Certifications and Sales Contracts, Continued

4155.2 6.A.5.c
Policy on Sales
Contracts

4155.26.A5.d
Amendatory
Clause to the
Sales Contract

6-A-18

Except for houses sold by FHA under the REO program, FHA is not a party
to the sales agreement.

When a sales contract contains conditions that, if performed, would violate
FHA’s requirements, the lender must obtain an addendum or modification to
the purchase agreement that allows conformance to those requirements.

Nevertheless, failure to perform a condition of the sales contract is not
grounds for denying loan endorsement, provided the loan closes in
compliance with all regulations and policies.

Example: The sales contract may require the seller to pay an amount in
excess of present seller contribution limitations.

An amendatory clause must be included in the sales contract when the
borrower has not been informed of the appraised value by receiving a copy of
HUD-92800.5B, Conditional Commitment/DE Statement of Appraised Value
or VA-NQV before signing the sales contract.

The amendatory clause is not required on

e HUD REO sales
e FHA’s 203(k) loan program
e sales in which the seller is
— Fannie Mae
— Freddie Mac
— the Department of Veterans Affairs (VA)
— Rural Housing Services
— other federal, state, and local government agencies
— a lender disposing of REO assets, or
—aseller at a foreclosure sale, and
e those sales in which the borrower will not be an owner-occupant (for
example, sales to nonprofit agencies).

Reference: See HUD 4155.2 6.A.5.e for the required language for the
Amendatory Clause to the sales contract.

Continued on next page
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Chapter 6, Section A

5. Closing Certifications and Sales Contracts, Continued

4155.2 6.A5.e
Required
Language for
the
Amendatory
Clause

4155.2 6.A5.F
Real Estate
Certification

When an amendatory clause to the sales contract is required, as indicated in
HUD 4155.2 6.A.5.d, the clause must contain the following language:

“It is expressly agreed that notwithstanding any other provisions of this
contract, the purchaser shall not be obligated to complete the purchase of the
property described herein or to incur any penalty by forfeiture of earnest
money deposits or otherwise, unless the purchaser has been given, in
accordance with HUD/FHA or VA requirements, a written statement by the
Federal Housing Commissioner, Department of Veterans Affairs, or a Direct
Endorsement lender setting forth the appraised value of the property of not
less than $ . The purchaser shall have the privilege and option
of proceeding with consummation of the contract without regard to the
amount of the appraised valuation. The appraised valuation is arrived at to
determine the maximum mortgage the Department of Housing and Urban
Development will insure. HUD does not warrant the value or condition of the
property. The purchaser should satisfy himself/herself that the price and
condition of the property are acceptable.”

The actual dollar amount to be inserted in the amendatory clause is the sales
price stated in the contract. If the borrower and seller agree to adjust the sales
price in response to an appraised value that is less than the sales price, a new
amendatory clause is not required. However, the loan application package
must include the original sales contract with the same price as shown in the
amendatory clause, along with the revised or amended sales contract.

The borrower, seller, and the selling real estate agent or broker involved in the
sales transaction must certify that

e the terms and conditions of the sales contract are true, to the best of their
knowledge and belief, and

e any other agreement entered into by any parties in connection with the real
estate transaction is part of, or attached to, the sales agreement.

Reference: See HUD 4155.2 6.A.5.9 for circumstances under which the Real
Estate Certification is not required.

Continued on next page
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Chapter 6, Section A HUD 4155.2

5. Closing Certifications and Sales Contracts, Continued

4155.26.A.5.9  The certification described in HUD 4155.2 6.A.5.f is not needed if
When the Real

(E:StaF?_ s the sales contract contains a provision that
ertitication Is — there are no other agreements between parties, and
Not Needed

— the terms constitute the entire agreement between the parties, and
e all parties are signatories to the sales contract submitted at the time of
underwriting.
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Chapter 6, Section B

Section B. Mortgage and Note Forms

Overview

In This Section ~ This section contains the topics listed in the table below.

Topic Topic Name See Page

1 General Information on Mortgage and Note 6-B-2
Forms

2 Mortgage Form Requirements 6-B-5

3 Note Requirements 6-B-7

4 Mortgage and Note Form Requirements in 6-B-8
Special Circumstances

5 Mortgage and Note Form Special Requirements 6-B-16
for Specific States and Localities

6-B-1




Chapter 6, Section B HUD 4155.2

1. General Information on Mortgage and Note Forms

Introduction

Change Date

4155.26.B.1.a
Definitions of
Mortgage and
Note

4155.26.B.1.b
Obtaining
Mortgage and
Note Forms

6-B-2

This topic contains general information on mortgage and note forms,
including

e definitions of mortgage and note

e Obtaining mortgage and note forms

e lender responsibility for determining mortgage and note form compliance
e mortgage and note format, and

e HOC authority to impose additional requirements.

December 23, 2010

For purposes of this section, the term

e “mortgage” includes any form of security instrument that is commonly used
in a jurisdiction in connection with a loan secured by a one to four family
residential property, such as a deed of trust or security deed, and

e “note” includes any form of credit instrument commonly used in a
jurisdiction to evidence a mortgage loan.

The FHA does not provide mortgage and note forms. The lender is
responsible for developing or obtaining mortgage and note forms that comply
in form and substance with FHA and applicable state and local requirements
for a(n)

e recordable and enforceable mortgage, and
e enforceable note.

The mortgage and note must be separate documents.

References: For information on the
e FHA Model Mortgage Form, see HUD 4155.2 6.B.2, and
e FHA Model Note Form, see HUD 4155.2 6.B.3.

Continued on next page
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Chapter 6, Section B

1. General Information on Mortgage and Note Forms, Continued

4155.26.B.1.c
Lender
Responsibility
for
Determining
Mortgage and
Note
Compliance

4155.26.B.1.d
Mortgage and
Note Format

Lenders should not seek advance approval of mortgage and note forms from
FHA or the Homeownership Centers (HOCs). The lender is responsible for
determining that the mortgage and note forms comply with the requirements
of this section.

Send questions about appropriately interpreting the requirements for
mortgage and note forms to:

Assistant General Counsel for Single Family Mortgages
Department of Housing and Urban Development

451 7" Street, S. W., Room 9240

Washington, DC 20410

Note: Any requests for changes to the requirements of this section should
also be directed to the address above. The FHA does not expect to grant case-
by case exceptions.

A mortgage or note may include the

e lender’s business name and/or logotype at the top of the form, and
e last revision date to clarify versions for each form being distributed.

Layout and format are at the lender’s discretion, where not specified by FHA.

The type or print font size and style should be similar to the mortgages and
notes approved by the

e Federal National Mortgage Association (Fannie Mae (FNMA\)), and/or
e Federal Home Loan Mortgage Corporation (Freddie Mac (FHLMC)).

References: For information on the
e FHA Model Mortgage Form, see HUD 4155.2 6.B.2, and
e FHA Model Note Form, see HUD 4155.2 6.B.3.

Continued on next page
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Chapter 6, Section B HUD 4155.2

1. General Information on Mortgage and Note Forms, Continued

4155.26.B.1e HOCs have the authority to impose additional requirements regarding
HOC Authority mortgage and note provisions, to ensure consistency with state laws

to Impose appropriate to their jurisdictions.
Additional

Requirements
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2. Mortgage Form Requirements

Introduction

Change Date

4155.26.B.2.a
Model
Mortgage Form
Format

4155.26.B.2.b
Fannie
Mae/Freddie
Mac Forms

This topic contains information on the mortgage form requirements, including

e Model Mortgage Form format

e Fannie Mae/Freddie Mac Forms

e uniform covenants

e Paragraph 18, Foreclosure Procedure, and

¢ non-uniform covenants for the paragraphs subsequent to Paragraph 18.

December 23, 2010

Lenders must use the Model Mortgage Form, and follow the instructions for
completing the form provided in HUD 4155.2 12.A.2.

Lenders can only adapt the form as necessary to conform to state or local
requirements.

FHA has made heavy use of the approved Fannie Mae/Freddie Mac mortgage
forms in preparing FHA forms requirements. The provisions regarding the
numbered paragraphs of the Model Mortgage Form are to be the same as
Fannie Mae/Freddie Mac mortgages (except New York and Maine), with the
addition of the FHA case number on the first page.

Reference: For specific information about mortgage and note form state
requirements, see HUD 4155.2 6.B.5.

Continued on next page
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Chapter 6, Section B HUD 4155.2

2. Mortgage Form Requirements, Continued

4155.2 6.B.2.c
Uniform
Covenants

4155.2 6.B.2.d

Paragraph 18:

Foreclosure
Procedure

4155.26.B.2.e
Non-Uniform
Covenants:
Paragraphs
Subsequent to
Paragraph 18

6-B-6

The lender must use the FHA “Uniform Covenants” in Paragraphs 1-16 on
the Model Mortgage Form verbatim, rather than the Fannie Mae/Freddie
Mac “Uniform Covenants,” which are substantially different from FHA

policy.

The lender must consult with FHA if it concludes that information in
paragraphs 1-16 does not meet state or local requirements. The lender cannot
make changes without prior FHA approval.

The lender must adapt Paragraph 18, “Foreclosure Procedure,” on the Model
Mortgage Form for each state, as applicable, and as explained in the
instructions for the model form provided at HUD 4155.2 12.A.2. Paragraph
18 is intended to address foreclosure procedures only.

The lender may insert additional numbered paragraphs into the Model
Mortgage Form after Paragraph 18, as required, to adapt the mortgage for a
specific state.

The text for the remaining paragraphs should be the same as the text of the
paragraphs following the foreclosure procedure paragraph on the most
recently approved Fannie Mae/Freddie Mac mortgage form, except the
paragraph entitled “Riders to this Security Instrument.”
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Chapter 6, Section B

3. Note Requirements

Introduction

Change Date

4155.2 6.B.3.a
Model Note
Form Format

4155.2 6.B.3.b
Note as a
Negotiable
Instrument

This topic contains information on the Model Note Form requirements,
including

e Model Note Form format, and
e the note as a negotiable instrument.

December 23, 2010

Lenders must use the Model Note Form, and footnotes accompanying the
form, adapting the form only as necessary to conform to state or local
requirements.

A lender is permitted to use a multi-state note form, except where special state
provisions may be required by state statutes.

Reference: For additional information on state requirements for mortgage
and note forms, see HUD 4155.2 6.B.5.

The note must be a negotiable instrument. The Model Note Form has not
been reviewed for compliance with all state laws, which could affect
negotiability.

In the case of an Adjustable Rate Mortgage (ARM), the note must meet all
negotiability requirements, except that interest rates are determined by
reference to an index.

References: For
¢ the Model Adjustable Rate Note Form, see HUD 4155.2 12.A.4.3, and
e additional notes on completing this form, see HUD 4155.2 12.A.4.b.
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4. Mortgage and Note Form Requirements in Special
Circumstances

Introduction

Change Date

4155.26.B.4.a
Mortgage
Riders/Note
Allonges for
Special
Circumstances

6-B-8

This topic contains information on requirements for mortgage and note forms
in special circumstances, including

e mortgage riders and note allonges for special circumstances
e using additional language in the mortgage and note
e mortgage and note requirements for ARMs

e types of ARMs insured by FHA

e option for form modifications for ARMs

e Model Mortgage Form rider requirements

e additional requirements for cooperatives

e Model Note Form allonge requirements

e tax exempt financing

¢ open end advances

e home equity conversion mortgage (HECM), and

e combined construction and permanent loans.

December 23, 2010

Additional language may be required for a mortgage and/or note, as special
situations arise.

The table below lists the mortgage rider and/or note allonge to use in
conjunction with the Model Mortgage Form or Model Note Form, as
required.

Mortgage Rider/Note Allonge Reference
Graduated Payment Rider HUD 4155.2 12.A.5
Graduated Payment Allonge Amending Note | HUD 4155.2 12.A.6
Growing Equity Allonge Amending Note HUD 4155.2 12.A.7
Condominium Rider HUD 4155.2 12.A.8
Rehabilitation Loan Rider HUD 4155.2 12.A.9

Continued on next page
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HUD 4155.2

Chapter 6, Section B

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.2 6.B.4.a Using Mortgage Riders/Note Allonges for Special Circumstances (continued)

Mortgage Rider/Note Allonge Reference
Planned Unit Development Rider HUD 4155.2 12.A.10
Tax-Exempt Financing Rider HUD 4155.2 12.A.11
Rider for Section 248 Mortgage HUD 4155.2 12.A.12
Rider for Section 247 Mortgage HUD 4155.2 12.A.13
Non-Owner Occupancy Rider HUD 4155.2 12.A.14
Water Purification Equipment Rider HUD 4155.2 12.A.15
Cooperative Rider HUD 4155.2 12.A.16
Construction Rider for Construction/Permanent Mortgage | HUD 4155.2 12.A.17

4155.26.B.4.b
Using
Additional
Language

4155.2 6.B.4.c
Mortgage and
Note
Requirements
for ARMs

When additional language is added to a model note, and a rider or allonge is
not provided

e print or type the additional language in the body of the document, or
e incorporate the additional language by using a rider, addendum, or similar
type of document.

Use the Model Adjustable Rate Note Form in place of the Model Note Form,
if the loan is an adjustable rate mortgage (ARM).

The description of the adjustable rate note found on the first page of the
Model Mortgage Form should be a sufficient description of the debt for
recording purposes. However, FHA does allow the lender to add language
reflecting the nature of the adjustable rate for the mortgage. The ARM must
be fully amortizing and contain amortization provisions that allow for
periodic adjustments in the rate of interest charged.

Reference: For information on ARMs, see HUD 4155.1 6.B.

Continued on next page
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Chapter 6, Section B HUD 4155.2

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.26.B.4.d
Types of ARMs
Insured by
FHA

4155.26.B.4.e
Options for
Form
Modifications
for ARMs

6-B-10

FHA insures ARMSs that have fixed interest rates for the first one, three, five,
seven, or ten years, with adjustment to the rate after the fixed interest rate
period.

Reference: For more information on

e ARM annual interest rate adjustments and interest rate caps, see HUD
4155.1 6.B, and

e Section 251 ARMs, see HUD 4155.2 1.C.16.

Lenders have two options for preparing the mortgage for an ARM loan. The
table below describes the two options for changing the Model Mortgage
Form for an ARM to indicate the adjustable interest rate feature.

Note: These options for an ARM mortgage form do not apply to Adjustable
Rate Home Equity Conversion Mortgages (HECM).

Option Instructions
Option 1 Use the Model Mortgage Form with no special
adaptation for adjustable rate loans, if such a mortgage
would be fully enforceable under state or local law.

Continued on next page
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HUD 4155.2 Chapter 6, Section B

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.2 6.B.4.e Options for Form Modifications for ARMSs (continued)

Option Instruction
Option 2 Use the Model Mortgage Form with one or more of the following
adaptations to the form:

e change the
— title to Adjustable Rate Mortgage
— first use of the word Note on the first page to Adjustable Rate
Note
— first use of the word interest on the first page to interest at a
rate subject to adjustment
e add additional language either to Paragraph 1 or as numbered
paragraph(s) at the end of the mortgage, which references,
describes, or summarizes the adjustable rate feature of the note
— to the extent desired, or
— as required for enforceability under state or local law.

4155.2 6.B.4.f The table below describes which riders to prepare with the Model Mortgage

Model Form for various types of loans.
Mortgage Form

Rider
Requirements

When preparing Use the Model Mortgage Form along with
documents for a ... the ...

graduated payment Graduated Payment Rider

mortgage (GPM)

Continued on next page
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HUD 4155.2

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.2 6.B.4.f Model Mortgage Form Rider Requirements (continued)

When preparing
documents for a ...

Use the Model Mortgage Form along with
the ...

Section 203(Kk) loan
involving a release from
the Rehabilitation Escrow
Account

Rehabilitation Loan Rider

Reference: For more information, see HUD
4240.4, 203K, Rehabilitation Home Mortgage
Insurance.

condominium

Condominium Rider

Note: This information in this section does not
supersede HUD 4265.1, Home Mortgage
Insurance Condominium Units, except for the
following:

e the security instrument provisions from HUD
4265.1, Home Mortgage Insurance
Condominium Units, paragraph 4-2 must not
be added to the mortgage and note, and

e the Resolution of Inconsistency provisions
from HUD 4265.1, Home Mortgage
Insurance Condominium Units, paragraphs
12-8 to 12-10 must not be contained in the
mortgage.

cooperative mortgage
insured under Section
203(n) of the National
Housing Act

Cooperative Rider

Reference: For additional modification
information, see HUD 4155.2 6.B.4.q.

planned unit development
(PUD) mortgage

Planned Unit Development Rider

6-B-12
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4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.2 6.B.4.f Model Mortgage Form Rider Requirements (continued)

4155.2 6.B.4.9
Additional
Requirements
for
Cooperatives

When preparing Use the Model Mortgage Form along with
documents for a ... the ...
non-owner occupant Non-Owner Occupancy Rider, when the
mortgage mortgage involves an exception to the owner
occupancy principal residence requirement.
property with individual Water Purification Equipment Rider when the
water purification equipment is permitted by 24 CFR 203.52.
equipment

Modify the property description in the Model Mortgage Form as needed to
describe the property interest in a manner consistent with the language in the
Cooperative Rider.

The lender must determine if the Model Mortgage Form and Cooperative
Rider will result in a first lien, as required by 24 CFR 203.43c(e). If
necessary to satisfy the requirement of this regulation, the lender must obtain
additional security documents, such as a(n)

e Uniform Commercial Code (UCC) security agreement, and/or
e assignment of the borrower’s lease.

The lender should contact the FHA at the address provided in HUD 4155.2
6.B.1.c if the Model Mortgage Form and Cooperative Rider must be
modified to establish the required first lien under applicable state law.

Note: The information in this topic supersedes the mortgage form
instructions in HUD 4240.3, paragraphs 1-12.

Continued on next page

6-B-13


imi-internal:4155-2.12.A.1
imi-internal:4155-2.12.A.14
imi-internal:4155-2.12.A.15
http://edocket.access.gpo.gov/cfr_2008/aprqtr/24cfr203.52.htm
imi-internal:4155-2.12.A.1
imi-internal:4155-2.12.A.16
imi-internal:4155-2.12.A.1
imi-internal:4155-2.12.A.15
imi-internal:4155-2.12.A.15
http://edocket.access.gpo.gov/cfr_2008/aprqtr/24cfr203.43c.htm
imi-internal:4155-2.6.B.1.c
imi-internal:4155-2.6.B.1.c
imi-internal:4155-2.12.A.1
imi-internal:4155-2.12.A.15
http://www.hud.gov/offices/adm/hudclips/handbooks/hsgh/4240.3/index.cfm

Chapter 6, Section B HUD 4155.2

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.26.B.4.h  The table below describes the allonges to prepare with the Model Note Form.
Model Note

Form Allonge
Requirements

When preparing Use the Model Note Form along with the ...
documents for a ...

graduated payment Graduated Payment Allonge Amending Note
mortgage (GPM)

growing equity mortgage Growing Equity Allonge Amending Note
(GEM)

Note: There is no Growing Equity rider for a
GEM. If required by state law or as otherwise
needed to ensure the enforceability and priority
of the mortgage, ensure that the mortgage
contains a payment schedule consistent with
the schedule in the Growing Equity Allonge.

Otherwise, the lender has the option of
including such a schedule, and may recite the
provisions of the note verbatim in a rider.

4155.2 6.B.4.i When using the Tax Exempt Financing Rider, refer to HUD Notice 90-76 for
Tax Exempt
Financing e instructions to request changes to the rider
e other instructions including a notice to be provided to the borrower, and
e guidance when involved in tax-exempt financing using qualified mortgage
bonds as defined in the Internal Revenue Code, or any replacement
guidance.

The Tax Exempt Financing Rider does not apply to financing through

e qualified veterans mortgage bonds, or

e other public or private mortgage bonds which are not qualified mortgage
bonds.

Continued on next page
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HUD 4155.2

Chapter 6, Section B

4. Mortgage and Note Form Requirements in Special
Circumstances, Continued

4155.26.B.4.j
Open End
Advances

4155.2 6.B.4.k
Home Equity
Conversion
Mortgage
(HECM)

4155.26.B.4.1
Combined
Construction
and Permanent
Loans

Refer to 24 CER 203.44 for relevant requirements for open end advances.

Refer to HUD 4235.1, Section 255, Home Equity Conversion Mortgages, for
special instructions for mortgages and notes being used in the Home Equity
Conversion Mortgage (HECM) program.

Reference: For more information on the HECM program, see HUD 4155.2
1.C.17.

The FHA does not prescribe the terms or form of the Construction Rider
when a single closing is used for an uninsured construction loan that will
convert to an insured permanent loan when construction is completed.

Exception: All special construction terms do terminate when the construction
loan converts to a permanent loan. After conversion to a permanent loan,
only the permanent loan terms continue to be effective, using documents
meeting the standard requirements.
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Chapter 6, Section B HUD 4155.2

5. Mortgage and Note Form Special Requirements for
Specific States and Localities

Introduction This topic contains information on special requirements for mortgage and
note forms for specific states and localities, including

e applying state laws to mortgage and note forms, and

e special requirements for Northern Mariana Islands and American Samoa
e special requirements for Puerto Rico

e special requirements for Indian reservations

e special requirements for lowa, North Dakota, and Wisconsin
e special requirements for South Dakota

e special requirements for New York and Maine

e special requirements for New York refinances

e special requirements for Pennsylvania

e special requirements for Texas, and

e special requirements for New Mexico.

Change Date December 23, 2010

Continued on next page
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Chapter 6, Section B

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.26.B.5.a
Applying State
Laws to
Mortgage and
Note Forms

4155.26.B.5.b
Special
Requirements
for Northern
Mariana
Islands or
American
Samoa

4155.2 6.B.5.c
Special
Requirements

for Puerto Rico

This section and the instructions for the model forms identify some specific
adaptations of the model forms that are needed to comply with state laws.
Other state laws may require adaptations. Lenders should consult the Fannie
Mae and Freddie Mac instructions for guidance on meeting state law
requirements when preparing mortgage and note forms.

The validity and enforceability of the mortgage and note depends on
compliance with state law, even if such law is not reflected in this section.
For this reason, FHA emphasizes the need for a lender to use mortgages and
notes that comply with state law.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

The Model Mortgage Form is not applicable to the Commonwealth of the
Northern Mariana Islands or American Samoa.

Lenders intending to seek mortgage insurance in these jurisdictions should
contact the FHA for further instructions.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

The lender should write mortgages, notes, riders and allonges for Puerto Rico
in English, interlineated with Spanish, in the same manner as in the Fannie
Mae/Freddie Mac forms.

A Spanish translation of required language for the Model Mortgage Form
and Model Note Form is available from the

¢ Atlanta Homeownership Center (HOC), or
e HUD Caribbean Field Office.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

Continued on next page
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Chapter 6, Section B

HUD 4155.2

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.2 6.B.5.d
Special
Requirements
for Indian
Reservations

4155.2 6.B.5.e
Special
Requirements
for lowa, North
Dakota, and
Wisconsin

6-B-18

If the mortgage is insured on Indian land under Section 248 of the National
Housing Act, use the Rider for Section 248 Mortgage with the Model
Mortgage Form.

Use the Construction Rider for Construction/Permanent Mortgage if the
Section 248 mortgage also secures a construction loan.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

The Model Mortgage Form provides requirements for deficiency judgments.
lowa, North Dakota, and Wisconsin are exempted from these requirements
because these states permit short-term redemption periods after foreclosure, if
lenders waive their rights to deficiency judgments.

Since it is in its best interest to have a short-term redemption period, FHA
requires that mortgages in these states contain the short-term redemption
provisions described in the “Non-Uniform Covenants” of the most recently
approved Fannie Mae/Freddie Mac mortgage forms, using

e Paragraph 23 for North Dakota and Wisconsin, and
e Paragraph 24 for lowa.

The North Dakota mortgage must include the following text in bold type in
the title: Short Term Mortgage Redemption.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

Continued on next page
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HUD 4155.2 Chapter 6, Section B

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.2 6.B.5.f The table below describes the text that must be in the South Dakota mortgage.
Special
Requirements Reference: For information on lender responsibility for determining

for South mortgage and note compliance, see HUD 4155.2 6.B.1.c.
Dakota
Location Required Text
Included in the Title One Hundred Eighty Day Redemption in bold
type.
Immediately after Notice—The parties agree that the provisions
Paragraph 18 of the one hundred eighty day redemption
mortgage act govern this mortgage in bold
type.
Immediately after the The following language should be included:

Notice defined above
Borrower agrees that in the event of a
foreclosure of this Security Instrument, by
action the holder of the certificate of sale
issued as a result of the foreclosure may apply
to the appropriate court for a reduction of the
redemption period if the mortgaged property
has been abandoned by Borrower.

Borrower agrees that if, after such notice to the
parties as the court may direct, the court finds
that the mortgaged property has been
abandoned, then the redemption period may be
reduced to a period of not less than 60 days
from the date of recording of the certificate of
sale issued as a result of the foreclosure of this
Security Instrument.

Continued on next page
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Chapter 6, Section B HUD 4155.2

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.2 6.B.5.9
Special
Requirements
for New York
and Maine

4155.2 6.B.5.h
Special
Requirements
for New York
Refinances

6-B-20

The New York and Maine Fannie Mae/Freddie Mac mortgage forms are
written in “plain English” style, which sometimes uses “I”” instead of
“Borrower.” When adding non-uniform covenants from the New York and
Maine Fannie Mae/Freddie Mac forms to the Model Mortgage Form

e change “I” to “Borrower”, and
e make any necessary conforming verb changes.

The format and language for material preceding the “Uniform Covenants”
should be based on the Fannie Mae/Freddie Mac forms for other states,
provided that the language is in conformity with applicable law.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

For New York, FHA permits a lender to modify and extend a previously
recorded Security Instrument to secure new financing for the same property,
instead of discharging the Security Instrument of record when prepaying
existing financing.

The borrower and lender must execute a new note, and either a

e HUD-approved Modification Agreement for refinancing with no increase in
principal amount, or

e Form 3172, Fannie Mae/Freddie Mac Consolidation, Extension and
Modification Agreement for other refinance situations.

Copies of the agreements are available from the HOCs. Lenders may use
Form 3172, Fannie Mae/Freddie Mac Form Consolidation, Extension and
Modification Agreements provided that the form is revised as follows:

e remove all references to “Fannie Mae/Freddie Mac” Notes, Uniform
Instruments and Mortgages, and
e replace those references with “Federal Housing Administration.”

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

Continued on next page
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HUD 4155.2 Chapter 6, Section B

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.2 6.B.5.i The Certificate of Residence is required at the end of the mortgage for

Special Pennsylvania, by 21 P.S. Sec. 625. Use the following format for the
?equrementS Certificate of Residence.

or

Pennsylvania CERTIFICATE OF RESIDENCE

address of the within-named lender is

, witness my hand this

of 2

Agent of Lender

I, do hereby certify that the correct

day

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

Continued on next page
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Chapter 6, Section B HUD 4155.2

5. Mortgage and Note Form Special Requirements for
Specific States and Localities, Continued

4155.26.B.5,)
Special
Requirements
for Texas

4155.2 6.B.5.k
Special
Requirements
for New Mexico

6-B-22

The lender must delete Fannie Mae/Freddie Mac Paragraph 26, Waiver of
Notice of Intent to Accelerate for Texas.

If Paragraph 26 is used, adapt the text since the reference in the paragraph is
incorrect and omits FHA notice language.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.

For New Mexico, lenders must use a state-specific Deed of Trust that they
may create by using the most recently approved Fannie Mae/Freddie Mac
New Mexico deed of trust introductory language with some deletions and
non-uniform covenants. Lenders are required to make necessary adjustments
in order to comply with state law and ensure enforceability of the security
instrument.

When creating FHA mortgage forms for New Mexico, delete the following
definitions from the Fannie Mae/Freddie Mac introductory language:

e loan

e riders

e applicable law

e community association dues, fees and assessments
e electronic funds transfer

e escrow items

e miscellaneous proceeds

e mortgage insurance

e periodic payment, and

e successor in interest of borrower.

Reference: For information on lender responsibility for determining
mortgage and note compliance, see HUD 4155.2 6.B.1.c.
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Section C. Title Exceptions

Overview

Chapter 6, Section C

In This Section ~ This section contains the topics listed in the table below.

Topic Topic Name See Page
1 General Information on Title Exceptions 6-C-2
2 Waiver of Objections to Title 6-C-4

6-C-1




Chapter 6, Section C

1. General Information on Title Exceptions

Introduction

Change Date

4155.26.C.1.a
FHA Policy on
Objections to
Title for
Customary
Easements,
Restrictions
and
Encroachments

6-C-2

This topic contains general information on title exceptions, including

e the FHA policy on objections to title for customary easements, restrictions,
and encroachments, and
e correcting property address discrepancies.

December 23, 2010

Lenders should ensure that any conditions of title to property are acceptable
to the FHA. FHA will not object to title because of any common and
customary easements, restrictions, encroachments, and other title matters
listed in the General Waiver described in 24 CFR 203.389. Such matters are
considered minor, and have no measurable adverse effect on value. For this
reason

e FHA will not object to title in the event the property is conveyed or the
mortgage is assigned to FHA

e it is unnecessary to contact FHA after endorsement to report the existence
of title objections and other matters within the scope of the General Waiver

e the lender may rely on the opinion of its attorney concerning what is
common and customary, rather than obtain a determination from FHA, and

e if a matter of title does not fall under the General Waiver, the lender must
obtain a specific waiver of the defect from the appropriate HOC.

Reference: For more information on lender responsibilities regarding title
objections, see HUD 4155.2 6.A.1.h.

Continued on next page
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HUD 4155.2 Chapter 6, Section C

1. General Information on Title Exceptions, Continued

4155.26.C.1.b  To correct the property address after insurance endorsement, the lender must
Correcting
Property e advise the Homeownership Center (HOC) that the street address shown on
g\itgl;gss . the application is incorrect, and

pancies e provide the correct address.

The HOC, in all instances, must determine that the underwriting conclusions
were based on the correct property. If the change of address is acceptable, the
appropriate HOC signs a statement on the lender’s original letter, stating that
an objection to title will not be made because of the change of street address,
and returns the letter to the lender.

Note: The HOC may need to recall the endorsed uniform case binder from
Central Records.
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Chapter 6, Section C HUD 4155.2

2. Waiver of Objections to Title

Introduction

Change Date

4155.26.C.2.a
General Waiver
for Title
Conditions

6-C-4

This topic contains information on requests for waivers of objections to title,
including

e General Waiver for title conditions

e processing requests for waivers of objection to title

e title exceptions not covered by the General Waiver, and
e processing group title exceptions.

December 23, 2010

Under 24 CFR 203.389, the General Waiver serves to waive objection to title
for customary easements, restrictions and encroachments, or to several
specific title objections listed below. Lenders will not request waivers for
exceptions specifically noted in this provision of the regulations. The General
Waiver includes easements for

e public utilities

e party walls

e driveways, and

e encroachments on adjoining property by hedges, or wooden or wire fences
belonging to the subject property.

Note: Refer to the Code of Federal Regulations (CFR) for the complete list.

Continued on next page


http://edocket.access.gpo.gov/cfr_2008/aprqtr/24cfr203.389.htm
http://www.gpoaccess.gov/cfr/

HUD 4155.2 Chapter 6, Section C

2. Waiver of Objections to Title, Continued

4155.26.C.2b  Requests for waivers of objection to title are processed by the appropriate

Processing Homeownership Center (HOC) as described in the table below.
Requests for
Waivers of
Objection to
Title
If the request for waiver of Then the appropriate HOC ...

objection to title is received ...

before insurance endorsement reviews and processes the request to the

extent necessary

after insurance endorsement e reviews the request to ensure that it is
within the scope of the General Waiver

e stamps the request “Covered by the
General Waiver, 24 CFR ...”, and

e returns the request to the lender.

Note: No records of requests for waivers of objection to title are kept in the
HOC, except for an appropriate notation made on the application, and the
underwriting report, if the matter is considered prior to insurance
endorsement.

Reference: For more information on title exception to correct discrepancies
in property address, see HUD 4155.2 6.C.1.b

Continued on next page
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Chapter 6, Section C HUD 4155.2

2. Waiver of Objections to Title, Continued

4155.26.C.2c  Waiver requests not covered by the General Waiver are classified into three

Title groups, as described in the table below.
Exceptions not

Covered by the

General Waiver

Request Group Description

Group 1 Requests involving minor defects that do not impair
marketability and value for residential purposes.

Group 2 Requests involving defects having a measurable affect

on marketability and value.

The existence of title defects in Group 2 does not render
the title unmarketable, but may materially affect the
value of the property and/or habitability of the home.
Group 3 Requests involving defects in Group 3 are of a character
or magnitude that FHA would not accept the title in the
event of an insurance claim.

4155.26.C.2d  The table below contains policies for processing title exceptions for Groups 1,
Processing 2, and 3.

Group Title
Exceptions
Group Title Exception Processing Policy
Group 1 A Direct Endorsement (DE) lender may process and
accept Group 1 minor title exceptions with FHA
approval.

Non-DE lenders must submit a waiver request to the
appropriate HOC for review and approval. The HOC
notifies the lender in writing when the request is
approved.

Continued on next page
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HUD 4155.2

Chapter 6, Section C

2. Waiver of Objections to Title, Continued

4155.2 6.C.2.d Processing Group Title Exceptions (continued)

Group

Title Exception Processing Policy

Group 2

For Group 2 title exceptions, the DE lender submits the
waiver request and documentation to the HOC for
review.

Generally, it is not necessary for the HOC to review the
insured uniform case binder. When necessary, the HOC
staff

e consults the General Counsel’s office for legal review
of the request, and

e notifies the lender in writing of the approval or denial
of the request.

Group 3

Waivers for Group 3 title exceptions are not given.
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HUD 4155.2

Chapter 7

Chapter 7. Mortgage Insurance Premiums (MIP)

1. Types of Mortgage Insurance Premiums (MIP)

Introduction

Change Date

4155.27.1.a
Purpose of MIP

4155.27.1.b
Types of MIP

4155.27.1.c
Locating
Additional
Information on
MIP
(Reference)

This topic contains information on the types of tgage insurance premiums
(MIP), including

* the purpose oflIP
* types ofMIP, and
* locating additional information ollIP.

November 19, 2010

Mortgage insurance premiums (MIP) are used to ptééaders against loss
in the event of a foreclosure.

For most of its mortgage insurance programs, FHRects an

* upfront mortgage insurance premium (UFMIP), and
» annual insurance premium, which is collected in thigrinstallments.

Note: The monthly premium varies by program, and basethen
outstanding principal balance.

References: For more information on
« UFMIPs, seeHUD 4155.2 7.2and
* annualMIP, seeHUD 4155.2 7.3

For more information oMIP, see

» 24 CFR 203.18c
» 24 CFR 203.259 — 203.288nd
* ML 2008-22

7-1



Chapter 7

HUD 4155.2

2. Upfront Mortgage Insurance Premiums (UFMIP)

Introduction

Change Date

7-2

This topic contains information on upfront mortgaggurance premiums
(UFMIP), including

» theUFMIP amount

* the FHA policy onUEMIP payment

» UFMIP late fees and interest

* verification of UEMIP payment prior to insurance
* UFMIP refunds

» theUFMIP 5 year refund schedule

» theUEMIP 7 year refund schedule

» cases not endorsed after 18 months, and

* the elimination ofJEMIP refunds.

March 1, 2011




HUD 4155.2

Chapter 7

2. Upfront Mortgage Insurance Premiums (UFMIP), Continued

4155.2 7.2.a
Upfront
Mortgage
Insurance
Premium
(UFMIP)
Amount

Effective for loans with case numbers assignedraafter October 4, 2010,
FHA has lowered its upfront mortgage insurance jpuenm(UFMIP) for

» purchase money transactions, and
* refinance transactions, including
- FHA-to-FHA credit-qualifying refinances, and
— non-credit qualifying streamlined refinance trarnisars.

Exception: The upfront premium changes apply torabrtgages insured
under FHA's Single Family Insurance Prograersept the following:

» Section 223(e), Declining Neighborhoods

* Section 238(c), Military Impact Areas in Georgialaxew York
 Section 247, Hawaiian Homelands

 Section 248, Indian Reservations

* Section 255, Home Equity Conversion Mortgages (HECM
* Title I, and

* HOPE for Homeowners (H4H).

The upfront premium is charged for all amortizatierms as described in the
table below.

MORTGAGE TYPE UPFRONT PREMIUM
REQUIREMENT
Purchase Money Mortgages and FullLO0 BPS

Credit Qualifying Refinances
Streamline Refinances (all types) 100 BPS

Reference: For information orMIP payment foHECMs, seeHUD 4155.2
1.C.17.d andML 10-34.

Continued on next page
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Chapter 7 HUD 4155.2

2. Upfront Mortgage Insurance Premiums (UFMIP), Continued

4155.27.2.b The UEMIP remittance period begins on the date of loanesattht or the

UFMIP date of disbursement of the mortgage proceeds heher is later. Lenders

Payment Policy must pay the&JFMIP to FHA in a lump sum within 10 calendar days aéter
loan has closed.

The table below describes how the lender deternthreemortgage amount
based on whether ti¢EMIP is financed into the mortgage or paid in cash.

If the UFMIP is... Then the mortgage amount must
be...
entirely financed into the mortgage  rounded dowa whole dollar.

Exception: If the borrower chooses
to pay up to $49.99 of tHeFMIP in
cash, theJEMIP is not reflected in
the total mortgage amount.

paid entirely in cash rounded down to a multiple of
$1.00.

The mortgage amount must be rounded down to apreutdf $1.00,
regardless of whether théEMIP is financed or paid in cash.

TheUEMIP amount, that is the total mortgage amount, iscoosidered
when determining compliance with statutory loaniténor loan-to-value
(LTV) limits. The base mortgage amount must convalyr the
requirements. The total mortgage amount may exteelimit by the
financedUEMIP amount.

Note: Any UFEMIP amounts paid in cash are added to the total cash
settlement amount

References: For information on annudliP for mortgages with terms
* more than 15 years, sé¢UD 4155.2 7.3.and
* lessthan 15 years, sé¢UD 4155.2 7.3.f

Continued on next page
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Chapter 7

2. Upfront Mortgage Insurance Premiums (UFMIP), Continued

4155.27.2.c
UFMIP Late
Fees and
Interest

4155.27.2d
Verification of
UFMIP
Payment Prior
to Insurance

41552 7.2.e
UFMIP
Refunds

The lender incurs a late fee if it pays theMIP beyond the FHA allowable
number of days after closing.

If the UEMIP is paid more than 30 days after closing, the lerglassessed a
late fee plus interest and must pay both chargiesd&HA will endorse the
mortgage for insurance.

FHA reserves the right to take appropriate enforcemmeasures against
lendersthat remitUEMIP late, regardless of the lenders’ payment of lagés
and interest.

For those cases requiring payment affeMIP, FHA’'s Computerized Homes
Underwriting Management System (CHUMS) verifies titee a lender has
paid a sufficienUEMIP. If theUEMIP amount received by FHA is not
sufficient, the case cannot be insured.

Borrowers are entitled to a partial refund of eMIP paid at closing if their
loan

* closed on or after January 1, 2001, and they wayeng off (or refinancing)
their FHA loan within 5 years from the date of ahgg or

* closed on or after January 1, 1994, but beforealgr 2001, and they
were paying off (or refinancing) their FHA loan i 7 years from the
date of closing.

If the borrower is refinancing his/her current Fiiban to another FHA loan
within 3 years, a refund credit may be appliedetuce the amount of the
UFMIP paid on the refinanced loan.

Reference: For more information on
» specificUEMIP earnings factors and the
-5 yearUFMIP refund schedule, sé€JD 4155.2 7.2.fand
— 7 yearUEMIP refund schedule, sé€JD 4155.2 7.2.gand
 UFMIP and annuaMIP amounts, see
- HUD 4155.2 7.3.eand
—-HUD 4155.2 7.3 f

Continued on next page
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HUD 4155.2

2. Upfront Mortgage Insurance Premiums (UFMIP), Continued

4155.27.2f Below is the 5 year UFMIP refund schedule WitRMIP earnings factors.
UFMIP 5 Year
Refund
Schedule
FHA MMI FUND
UPFRONT PREMIUM EARNING FACTORS FOR
ALL MORTGAGE TERMINATIONS AND REFINANCES
CLOSED ON OR AFTER JANUARY 1, 2001
Month of Year
Year [ 1 2 3 4] 5 6 7 8 9 10 11 12
1 | 0975]0.9500[ 0.92500 0.9000 0.8790 0.85p0 0.8333 0.8168000. 0.7833 0.766] 0.7500
0
2 | 0.733] 07167 0.7000 0.6838 0.6647 0.65p0 0.6333 0.6165000.| 0.5833[ 0.5661 0.5500
3
3 | 0.533][ 05167 05000 0.4833 0.4667 0.45p0 0.4333 0.4167000.| 0.3833] 0.366f 0.3500
3
4 |0.333[0.3167| 0.3000 0.2833 0.267 0.25p0 0.2375 0.225@126.] 0.2000] 0.1875 0.1750
3
5 |0.162]0.1500| 0.137§ 0.125¢0 0.1145 0.10p0 0.0433 0.0660500.| 0.0333] 0.0167 0.0000
5
4155.27.2.9 Below is the 7 yeadEMIP refund schedule witEMIP earnings factors.
UFMIP 7 Year
Refund
Schedule
FHA MMI FUND
UPFRONT PREMIUM EARNING FACTORS FOR
ALL MORTGAGE TERMINATIONS AND REFINANCES
CLOSED ON OR AFTER JANUARY 1,1994 TO DECEMBER 31, D00
Month of Year
Year [ 1 2 3 4 5 6 7 8 9 10 11 12
1 |09917] 0.9833 0.9750 0.96§7 0.9583 0.9500 0.941P338.| 0.9250 0.916] 0.90§3 0.90p0
2 |08917| 0.8833 0.8750 0.8647 0.85B3 0.8%00 0.841B338.| 0.8250| 0.816] 0.8043 0.80p0
3 [ 0.7835] 0.787d 0.7505 0.7340 0.71f5 0.7010 0.684%680.| 0.6515] 0.6350 0.61g5 0.60R0
4 | 05840 05660 0.548p 0.53d0 0.51p0 0.4940 0.476@580.| 0.4400( 0.4220 0.4040 0.380
5 [0.3720] 0.358d 0.344p 0.33d0 0.3160 0.320 0.288@740.| 0.2600] 0.2450 0.2320 0.2188
6 | 02068 0.1967 0.1845 0.1733 0.16p2 0.1310 0.1398280.] 0.1175| 0.1083 0.0952 0.0840
7 | 00770 0.0700 0.063) 0.0560 0.04p0 0.0420 0.035@280.[ 0.0210] 0.0149) 0.0070 0.00pO0
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Chapter 7

2. Upfront Mortgage Insurance Premiums (UFMIP), Continued

4155.27.2.h

Cases Not

Endorsed After

18 Months

4155.2 7.2.i
Elimination of

If a case is not endorsed within 18 months of algigiayment of th&FMIP,
the lender is warned, by mail, of a pending refand is advised to take
action on the case.

If the lender

* takes no action, which means that it does not vasteek insurance, the
system generates a refund, or

» wishes taiake action and seek insurance, the lender is required tacoits
MIP representative for instructions on re-applyingrésfend.

After the funds have been re-applied, the lendestroontact the
Homeownership Center (HOC) and request that the lsaseinstated. After
reinstatement of the case, the lender must fortlea@ase to the appropriate
HOC for insuring.

Effective for those mortgages endorsed for inswgancor after December 8,
2004, Section 223 of the Consolidated Appropriaifnt 2005 amended

UFMIP Section 203(c)(2)(A) of the National Housing Acteiéminate refunds of the
Refunds UFMIP except when a borrower refinances to another ragetgo be insured
by FHA.
The refund schedule for those borrowers who refirdn another FHA-
insured mortgage is modified to a 3 year time gkras shown in the table
below.
Upfront Mortgage Insurance Premium Refund Percentags
Month of Year
Year 1 2 3 4 5 6 7 8 9 10 11 12
1 80 78 76 74 72 70 68 66 64 62 60 58
2 56 54 52 50 48 46 44 42 4(Q 38 36 34
3 32 30 28 26 24 22 20 18 14 14 12 10
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Chapter 7

HUD 4155.2

3. Annual Mortgage Insurance Premiums (MIP)

Introduction

Change Date

7-8

This topic contains information on annual mortgaggeirance premiums
(MIP), including

* annualMIP payment policy

» assessment of late fees and interest charges

» automatic cancellation of the annh&lP

» determining when a borrower has reached the loasaliee (LTV) ratio for
annualMIP cancellation

* UFMIP and annual MIP for mortgages with terms ntbian 15 years

* UEMIP and annuaMIP for mortgages with terms less than 15 years, and

» example of annual MIP increase.

March 1, 2011

Continued on next page
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Chapter 7

3. Annual Mortgage Insurance Premiums (MIP), Continued

4155.2 7.3.a
Annual MIP
Payment Policy

4155.27.3.b
Assessment of
Late Fees and
Interest
Charges

In addition to theJEMIP described irHUD 4155.2 7.2certain mortgages
require the payment of an annual premium. The aoiuthe annual
premium is based on the loan-to-value (LTV) ratid éhe term of the
mortgage.

For programs that require a montiMyP, FHA must receive payment by the
10" of the month.

Effective April 18, 2011, FHA has increased annd#Ps for forward
mortgage amortization terms by 25 basis points.

Exception: This increase applies to all mortgages insuretbu FHA'S
Single Family Mortgage Insurance Prograsreept

* Section 223(e), Declining Neighborhoods

* Section 238(c), Military Impact Areas in Georgialaxew York
 Section 247, Hawaiian Homelands

» Section 248, Indian Reservations

* Section 255, Home Equity Conversion Mortgages (HECM
* Title I, and

* HOPE for Homeowners (H4H).

If the monthlyMIP payment is received

« after the 18 of the month, the lender is assessed a late chamnge
» 30 days or more after loan closing, the lendesseased interest charges in
addition to the late fee.

Continued on next page
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Chapter 7 HUD 4155.2

3. Annual Mortgage Insurance Premiums (MIP), Continued

4155.27.3.c For loans closed on or after January 1, 2001, FraatsualMIP is

Automatic automatically cancelled under the conditions oetlim the table below.
Cancellation of
:\r/}?PAnnual Note: ThisMIP cancellation provisionnly applies to loans with FMIP.
For mortgages with ... The annual MIP is ...
termsmore than 15 years cancelled when_thiV ratio reaches 78%, provided the

borrower has paid the annWdlIP for at least five years.

References:

* For information on how FHA determines when a
borrower has reached the 78%V ratio, seeHUD
4155.2 7.3.d

* For more information olEMIP and annuaMIP for
mortgages with termsiore than 15 years, sé¢UD
4155.2 7.3.e

« terms 15 years and less, andcancelled when theTV ratio reaches 78%, regardless|of

* LTV ratios 90% and greater the length of time the borrower has paid the anMIBI.

Reference: For more information oEMIP and annual
MIP for mortgages with termgss than 15 years, see
HUD 4155.2 7.3 f

Continued on next page
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3. Annual Mortgage Insurance Premiums (MIP), Continued

Chapter 7

4155.2 7.3.(AAutomatic Cancellation of the Annual MIP (continued)

For mortgages with ...

The annual MIP is ...

 terms 15 years and less, and
* LTV ratios of 89.99% and les

not charged.

S

Notes:

* Although the annuaylIP is cancelled as described above, the contract of

insurance remains in force for the loan’s full term

» Cancellation of the annuBIP is normally based on the scheduled
amortization of the loan. However, in cases whieedoan payments have
been accelerated or modified, cancellation candsedon the actual
amortization of the loan as provided to FHA by $keevicing lender.

* Mortgage insurance may be terminated via paymefulinconveyance for
insurance benefits, or voluntary termination upgreament between the
borrower and lender.

Reference: For more information oMIP cancellation and how FHA
determines when a borrower has reached the 78%rhfi®, seeHUD

4155.2 7.3.d

Continued on next page
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Chapter 7

HUD 4155.2

3. Annual Mortgage Insurance Premiums (MIP), Continued

4155.2 7.3.d
Determining
When a
Borrower Has
Reached the
LTV Ratio for
Annual MIP
Cancellation

4155.2 7.3.e
UFMIP and
Annual MIP
for Mortgages
With Terms
More Than 15
Years

7-12

FHA determines when a borrower has reached thel7/B%ratio based on
thelesser of the

* sales price, or
 appraised value at origination (new appraised &i# not be
considered).

Example: If the lesser of the sales price or appraisddevat origination is
$100,000, when the loan amount reaches $78,000rHAnger collects an
annualMIP on the loan.

Reference: For additional information ohTV ratios, se¢dUD 4155.1 2.A.

For traditional purchase and refinance productsatimual premium is
remitted on a monthly basis, and is charged omnitial LTV ratio and the
length of the mortgage according to the schedutkartable below.

The table below containdEFMIP and annuaMIP information for mortgages
with terms more than 15 years.

Mortgage Insurance Premiums

Loans> 15 years

UFMIP = 100 bps Annual Premium
LTV Through 4/17/2011 On/After 4/18/2011
< 95.00% 85 bps 110 bps
> 95.00 % 90 bps 115 bps

Continued on next page
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Chapter 7

3. Annual Mortgage Insurance Premiums (MIP), Continued

4155.2 7.3.f
UFMIP and
Annual MIP
for Mortgages
With Terms
Less Than 15
Years

The table below containdEMIP and annuaMIP information for mortgages
with terms 15 years or less.

Mortgage Insurance Premiums

Loans< 15 years

UFMIP = 100 bps

Annual Premium

LTV Through 4/17/2011 On/After 4/18/2011
<90.00 % None 25 bps
> 90.00 % 25 bps 50 bps

Continued on next page
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Chapter 7 HUD 4155.2

3. Annual Mortgage Insurance Premiums (MIP), Continued

4155.2 7.3.9 The table below provides an example of the change&/ase in the annual

Example: MIP calculation.
Annual MIP
Increase
Example of Annual Mortgage Insurance Premium Increae
30 year Term
>950% LTV
Average Loan October 2010 April 2011
90 bps 115 bps
Sales Price $163,000 $163,000
Minimum Downpayment (3.5%) $5,705 $5,705
Mortgage Amount without UFMIP $157,295 $157,295
FHA Annual MIP (monthly $118 $151
payment)
Change in payment (monthly) $33
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4. Risk Based Premiums for FHA Mortgage Insurance

Change Date May 10, 2009

4155.27.4.a FHA implemented risk based premiums on one to fmitr single family

FHA Policy on  mortgages effective with new FHA case number assagris on or after July
Risk Based 14, 2008. The premiums were based solely on thepective borrower’s
Premiums credit bureau score and the loan-to-value ratio.

Effective October 1, 2008, however, FHA announcetbaatorium on the
implementation of the risk based premium policy.

References. For more information on

* risk based premiums for loans originated betweén1iy 2008 and
October 1, 2008, sédL 08-16, and

* the moratorium on the risk based premium policg e 08-22.

7-15



HUD 4155.2

Chapter 8, Section A

Section A. Mortgage Loan Submission and Endorsement

Overview

Process

In This Section  This section contains the topics listed in the table below.

Topic Topic Name See Page
1 Overview of the Loan Submission and 8-A-2
Endorsement Process
2 Requirements for LI Lender Pre-Insurance 8-A-9
Review

8-A-1




Chapter 8, Section A HUD 4155.2

1. Overview of the Loan Submission and Endorsement

Process

Introduction

Change Date

4155.28.A.l.a
Loan
Submission and
Endorsement
Process for
Non-LlI
Lenders

8-A-2

This topic contains an overview of the loan submission and endorsement
process, including

e loan submission and endorsement process for non-L1 lenders, and
e loan submission and endorsement process for LI lenders.

December 23, 2010

The table below describes the steps that a lender that is not eligible for
participation in the Lender Insurance (LI) Program must follow when
submitting and endorsing a loan for FHA insurance.

Stage Description
1 After closing a loan with a borrower, the lender completes the
Insurance Application function in the FHA Connection (FHAC).

Continued on next page
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Chapter 8, Section A

1. Overview of the Loan Submission and Endorsement

Process, continued

Loan Submission and Endorsement Process for Non-LI Lenders (continued)

Stage

Description

2

The lender

e prepares the case binder, making sure all necessary documents
are placed in the case binder in the required stacking order, and

e submits the case binder to the appropriate Homeownership
Center (HOC) in hard copy form in the appropriate FHA case
binder (buff-colored for non-L1I participants).

Reference: For more information on preparation and submission
of the case binder, see HUD 4155.2 8.B.

Upon receipt of the case binder, the HOC

e logs receipt of the binder into the Computerized Home
Underwriting System (CHUMS)/EHAC, and

e performs a pre-endorsement review, ensuring that all necessary
forms are present and executed, and that the binder is acceptable.

Continued on next page

8-A-3


imi-internal:4155-1.9.2.l
imi-internal:4155-2.8.B
imi-internal:4155-1.9.2.h
imi-internal:4155-1.9.2.f

Chapter 8, Section A HUD 4155.2

1. Overview of the Loan Submission and Endorsement
Process, continued

Loan Submission and Endorsement Process for Non-LI Lenders (continued)

Stage Description
4 If the loan/case binder is

e acceptable, the HOC issues an electronic Mortgage Insurance
Certificate (MIC) in FHAC that the lender may print as needed,
or

e unacceptable/ineligible for insurance endorsement as received,
the HOC
— issues an electronic Non-Endorsement Notice, (commonly

known as the Notice of Return (NOR)) to the lender
— prints a copy for the FHA case binder, and
— mails the case binder back to the lender for corrective action.

Note: The lender may resubmit the case binder for insurance
endorsement reconsideration, in which case the process would
begin again at Stage 2.

Reference: For more information on the
e MIC, see HUD 4155.2 8.C.6
e FHA Connection, see

- HUD 4155.2 1.D, and

— the FHA Connection User Guide, available at

https://entp.hud.gov/idapp/html/mrtg-pkg.cfm.

5 To ensure that lenders understand and comply with FHA
requirements, the HOC chooses selected case binders for post
endorsement technical review (PETR) by HOC staff.

References: For more information on PETRs, see
e HUD 4155.2 8.C.1.e, and
e HUD 4155.2 9.B.1

Continued on next page
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HUD 4155.2 Chapter 8, Section A

1. Overview of the Loan Submission and Endorsement
Process, continued

4155.28.A.1.b  The table below describes the process that Direct Endorsement (DE) lenders

Loan approved to participate in the LI Program must follow to submit and endorse
Submission and - 3 mortgage loan for FHA insurance.

Endorsement

Process for LI

References: For more information on

e eligibility for the LI Program, see HUD 4155.2 2.C.

e endorsement processing for L1 lenders, see HUD 4155.2 8.C.3.

e the Lender Insurance Guide, see
http://www.hud.gov/offices/hsqg/sfh/lender/quide071907.pdf.

Lenders

Stage Description

1 After closing a loan with a borrower, the lender completes the
Insurance Application function in the FHA Connection (FHAC).
2 The lender completes a pre-insurance review to ensure that the
loan is in compliance with all applicable HUD requirements.

Reference: For more information on lender pre-insurance reviews,
see HUD 4155.2 8.A.2

Continued on next page
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Chapter 8, Section A HUD 4155.2

1. Overview of the Loan Submission and Endorsement
Process, continued

Loan Submission and Endorsement Process for L1 Lenders (continued)

Stage Description
3 As a Lender Insurance (LI) Program participant, after completing
the Insurance Application function in the FHAC, the lender

e insures the mortgage and stores the origination file as required by
regulations, or

e receives a severe warning that prevents insurance endorsement,
and FHA requests the case binder. Stage 4 provides instructions
on preparing the case binder for submission.

Continued on next page
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HUD 4155.2

Chapter 8, Section A

1. Overview of the Loan Submission and Endorsement

Process, continued

Loan Submission and Endorsement Process for LI Lenders (continued)

Stage

Description

4

The lender

e prepares the case binder, making sure that all necessary
documents are placed in the case binder in the required stacking
order, and

e submits the case binder to the appropriate Homeownership
Center (HOC) either
— in hard copy form in the appropriate FHA case binder (yellow

for LI participants), or
— electronically, if the lender is approved for electronic
submission.

Reference: For more information on preparation and submission
of the case binder, see HUD 4155.2 8.B.7

Upon receipt of the hard copy or electronic case binder (eCB), the
HOC routes the binder appropriately. If the case binder contains a
loan that is

e not insured due to a severe warning, the
— HOC routes the binder for review and insurance, and
— process continues with Stage 6, or
e insured, but requires technical review, then the
— HOC forwards the binder for underwriting (technical) review,
and
— process continues with Stage 7.

Reference: For more information on loan endorsement processing,
see HUD 4155.2 8.C.

Continued on next page
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Chapter 8, Section A HUD 4155.2

1. Overview of the Loan Submission and Endorsement
Process, continued

Loan Submission and Endorsement Process for L1 Lenders (continued)

Stage Description

6 If, upon review, the case binder is

e acceptable, the HOC issues an electronic MIC in the FHAC that
the lender may print as needed, or

e unacceptable/ineligible for insurance endorsement as received,
the HOC
— issues an electronic Non-Endorsement Notice, (commonly

known as the Notice of Return (NOR)) to the lender

— prints a copy for the FHA case binder, and
— mails the case binder back to the lender for corrective action.

Note: The lender may resubmit the case binder for insurance
endorsement reconsideration, in which case the process would
begin again at Stage 2.

References: For more information on the
e MIC, see HUD 4155.2 8.C.5
e FHA Connection, see
- HUD 4155.2 1.D, and
— the FHA User Guide on the FHA Connection, available at
https://entp.hud.gov/idapp/html/mrtg-pkg.cfm, and
e Lender Insurance Guide, see
http://www.hud.gov/offices/hsqg/sfh/lender/quide071907.pdf.
7 To ensure that lenders understand and comply with FHA
requirements, the HOC chooses selected case binders for post
endorsement technical review (PETR) by its staff.

References: For more information on PETRS, see
e HUD 4155.2 8.C.1.¢e, and
e HUD 4155.2 9.B.1
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HUD 4155.2

Chapter 8, Section A

2. Requirements for LI Lender Pre-Insurance Review

Introduction

Change Date

4155.28.A.2.a
FHA Policy on
LI Lender Pre-
Insurance
Review

on requirements for Lender Insurance (LI) lender pre-insurance review,
including

e the FHA policy on L1 lender pre-insurance review, and
e required elements of the lender pre-insurance review.

December 23, 2010

LI approval does not alleviate a lender’s responsibility for completion of a
pre-insurance review, nor does the pre-insurance review negate the lender’s
obligation to ensure that a loan is in compliance with all applicable HUD
requirements.

FHA policy prohibits the same staff who originated or underwrote the
mortgage for insurance from completing the pre-insurance review.

References: For more information on

e LI Program eligibility & application, see HUD 4155.2 2.C

e LI endorsement processing, see HUD 4155.2 8.C.3

e LI case binder submission, see HUD 4155.2 8.B.7, and

e LI lender submission requirements for case binders selected for PETR, see
HUD 4155.29.B.1.d, and

e the Lender Insurance Guide, see
http://www.hud.gov/offices/hsg/sfh/lender/quide071907.pdf.

Continued on next page
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Chapter 8, Section A HUD 4155.2

2. Requirements for LI Lender Pre-Insurance Review, Continued

4155.28.A.2b  In addition to certifying that the lender has retained all origination documents

Required in either electronic or paper format, the pre-insurance review must include
Elements of the

Il_ender Pre- « verification that the loan is current for the month preceding submission, for
F?es\‘lji;:?ce any loan logged for LI more than 60 days after loan closing

e a review of the note and security instrument ensuring that the
— documents were executed on forms that meet HUD’s requirements
— mortgage maturity meets the requirements of the applicable program, and
— stated mortgage amount does not exceed the maximum mortgage amount

for the area

e a review of Page 3 of form HUD-92900-A, HUD/VA Addendum to Uniform
Residential Loan Application, for execution of all appropriate certifications
by the underwriter or lender representative

e a review of the property appraisal and any additional documentation
supporting the appraised value

e a review of form HUD-92544, Warranty of Completion, for proposed
construction cases

e an executed form HUD-92561, Borrower’s Contract With Respect to Hotel
and Transient Use of Property, for all 2-4 unit properties

e a certificate of intent to occupy by military personnel, when applicable

e an approval letter from the local health authority indicating approval of the
individual water or sewer system, when applicable

e 0n proposed construction, and if the mortgage exceeds 90% loan-to-value
(LTV) ratio, evidence that the borrower qualifies for a higher ratio loan
under one of the applicable provisions in the appropriate regulations

e verification that no mortgage insurance premium (MIP), late charge or
interest is due, and

e clearance of all applicable case warning messages.
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HUD 4155.2

Chapter 8, Section B

Section B. Case Binder Preparation, Submission and

Overview

In This Section

Retention

This section contains the topics listed in theeadi#low.

Topic Topic Name See Page

1 General Information on Case Binder Preparation, 8-B-2
Submission and Retention

2 Case Binder Assembly Requirements: Direct 8-B-5
Endorsement (DE) Cases

3 Case Binder Assembly Requirements: DE Home 8-B-11
Equity Conversion Mortgage (HECM) Cases

4 Requirements for Case Binder Submission by g 8-B-17
Lender Other Than the Originating Lender

5 Requirements for Case Binder Submission by g 8-B-20
Lender With Conditional DE Approval

6 Requirements for Case Binder Submission for| 8-B-22
HUD/FHA Employee Cases

7 Submission of Case Binders by Lenders 8-B-23
Participating in the LI Program
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Chapter 8, Section B HUD 4155.2

1. General Information on Case Binder Preparation,
Submission and Retention

Introduction This topic contains general information on case&leirpreparation,
submission and retention, including

* lender initiation of the endorsement process

timeframe for lender submission of the uniformecheder

requirements when there are delays in the unifase dinder submission
uniform case binder requirements

use of copies in the uniform case binder, and

case binder retention requirements.

Change Date December 23, 2010

4155.28B.1.a  To initiate the insurance endorsement procesdetider must

Lender

Initiation of the « complete the Insurance Application function in Bt¢A Connection

Endor sement (FHAC), and

Process * send the case binder, with all of the necessarymeats, to the appropriate
Homeownership Center (HOC).

Note: The lender is responsible for ensuring thatRHAC data is supported
by file documentation provided in the case binder.

4155.28B.1.b  For lenders not participating in the Lender Insgea(LIl) program, the
Timeframefor  appropriateHOC must receive uniform case binders for endorsenvithin

L ender 60 days of loan settlement or funds disbursememhever is later.
Submission of

the Uniform

: If the HOC is closed on the B@ay, the first business day thereafter is
Case Binder

considered the 8bday.

Notes:
* The date of entry into the Computerized Homes Undeng Management
System (CHUMS) indicates receipt of the case.

« Cases received after the™@ay must follow procedures for late requests
for endorsement as describedHlD 4155.2 8.C.7

Continued on next page
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Chapter 8, Section B

1. General Information on Case Binder Preparation,
Submission and Retention, Continued

4155.28B.1.c
Requirements
When There
AreDelaysin
Uniform Case
Binder
Submission

4155.28.B.1.d
Uniform Case
Binder

Requirements

When there is a delay in submitting the case biondér closing the loan, the
lender must comply with FHA'’s policy on late reqisefr endorsement as
described irHUD 4155.2 8.C.7

Lenders must prepare and submit a uniform casesbiodhe appropriate
HOC.

The case binders, which the lender must purchase firivate sources, must

» meet FHA specifications, and
* contain documents arranged as describedldd 4155.2 8.B.2

The lender must

» complete the front of the binder, and
« write the case number on the side and bottom tatbedinder.

The lender may use the remaining space on thead®r its own use (for
example, to enter the borrower’s name and addaesisthe loan number).

Reference: For information on case binder assembly requarmsh for
« DE HECM cases, sedUD 4155.2 8.B.3

» cases submitted by a lender other than the origménder, seelUD
4155.28.B.4

* cases submitted by a lender with conditidb&lapproval, seelUD 4155.2
8.B.5 or
» cases for HUD/FHA employees, dd&/D 4155.2 8.B.6

Continued on next page
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Chapter 8, Section B HUD 4155.2

1. General Information on Case Binder Preparation,
Submission and Retention, Continued

4155.28B.1.e
Use of Copiesin
the Uniform
Case Binder

4155.28B.1f
Case Binder
Retention
Requirements

8-B-4

FHA considers all documents submitted in the unifease binder as
certified and true copies of the original documenitherefore, it is not
necessary for the lender to

» stamp or otherwise mark that the documents in &ise binder are certified
and true copies, or
* submit any separate certification for the documents

The lender may submit in the case binder legib&gtopies of the original
documents or legible printed copies of imaged ectebnic documents.

Lenders must maintain their origination case biaderither hard copy or
electronic format for a period of two years frone thate of endorsement.
Servicing lenders must maintain the case bindea foeriod of two years
beyond the life of the loan.




HUD 4155.2

Chapter 8, Section B

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases

I ntroduction

Change Date

4155.28.B.2.a
When to
Submit DE
Cases

4155.28.B.2.b
DE Case
Binder
Document
Requirements

This topic contains information on case binder ad¥g requirements for
Direct Endorsement (DE) cases, including

» when to submiDE cases, and
* requirements for the right and left sides of the d&e binder.

December 23, 2010

The lender submits Direct Endorsement (DE) casem$oirance
endorsement after loans are closed. The submlgmaer must ensure that
all documentation is appropriate and conforms té\BHequirements. The
lender must

» assemble the processing and closing documents, and
* place the documents in the case binder in the akelssribed irHUD
4155.2 8.B.2.b

The table below describes the order of documentsaDE case binder.

L eft Side of Binder

Right Side of Binder

FormHUD-9230Q Mortgage Assurance
of Completion

» Screen print of Insurance Application screen
from FHA Connection (FHAC) showing that
the insurance information was accepted by
FHAC.

« Automated Underwriting Feedback
Certificate/Findings Repoyif applicable

Continued on next page
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HUD 4155.2

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases, Continued

4155.2 8.B.2.b DE CaseBinder Document Requirements (continued)

L eft Side of Binder

Right Side of Binder

* FormHUD-92051 Compliance
Inspection Reporpr other applicable
documentation, and

* evidence of satisfaction of valuation
conditions, if applicable.

Request for Late Endorsemeifitapplicable.

Note: The request must be in compliance with
HUD 4155.2 8.C.7

* FormNPCA-1, Wood Destroying Insec
Infestation Reportor

» State mandated infestation report, if
applicable

t HUD-92900-LT, FHA Loan Underwriting and
Transmittal Summarywith supporting
documents, such as

» Section 203(k) -HUD-9270Q0 Maximum
Mortgage Worksheet

» Energy Efficient Mortgage (EEM) and/or
Section 203(h) program documentation, if
applicable

» Secondary lien exhibits

* Buydown agreements

» Attachments, memos and clarifications, if

applicable

8-B-6

Continued on next page




HUD 4155.2 Chapter 8, Section B

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases, Continued

4155.2 8.B.2.b DE CaseBinder Document Requirements (continued)

L eft Side of Binder Right Side of Binder

Local Health Authority’s Approval for | « Copy of the note and all applicable riders andg
individual water and sewer systems, if allonges

applicable « Copy of the security instrument with all
applicable riders
New Construction Exhibits: * FormHUD-1, Settlement Statement
» HUD-1 Addendum(for purchases) that

* FormHUD-92541] Builder’s complies withHUD 4155.2 6.A.4
Certification « Good Faith EstimatéGFE)

* FormHUD-92544Warranty of
Completion of Construction Note: When more than orn@FE s issued, all

 Evidence of 10-Year Warranty Plan | prior GEFEsmust also be contained in the case
Coverage, if applicable binder. This additional documentation will

* Inspection Report(s) become part of the pre-endorsement review
- FormHUD-92051, Compliance conducted by FHA staff or thd lender.

Inspection Report

- VA-26-1839 Compliance Inspection
Report,for Department of Veteran
Affairs (VA) loans

- VA 26-1843a Master Certificate of
Reasonable Value (MCR\Or

— HUD-approved local building
authority inspection, if applicable

* NPCA-99aandNPCA-99h
Subterranean Termite Treatment Report

Continued on next page
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Chapter 8, Section B HUD 4155.2

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases, Continued

4155.2 8.B.2.b DE CaseBinder Document Requirements (continued)

L eft Side of Binder Right Side of Binder
FormHUD-92800.5h Statement of » Fannie Mae Form003 Uniform Residential
Appraised ValuéConditional Loan Application(URLA), and
Commitment) * FormHUD-92900-A HUD/VA Addendum to

Uniform Residential Loan Application

Continued on next page
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Chapter 8, Section B

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases, Continued

4155.2 8.B.2.b DE CaseBinder Document Requirements (continued)

L eft Side of Binder

Right Side of Binder

Comprehensive Valuation Package
(CVP):

* Fannie Mae formi004,Uniform
Residential Appraisal RepofRAR)

 Location map, and photographs of
properties, building sketch

* VA CRV-VA-26-1841 and MCRWA-
26-1843aincluding all attachments an
endorsements, if applicable

Note: Staple a second copy of the
completeCVP and place loose in the
binder. Asecond copy of the appraisal
report is no longer required, as per the
revision to FHA Appraisal ProtocolML
05-48

Credit and Capacity Documentation

* Credit history documentation

 Asset Verification documentation (including
gift letters and relevant documents)

* Income verification documentation

Evidence of

 Social Security Number (SSN) (such as a
printed pay stub, W-2, 1099, Social Security
card, Medicare card, etc), or

« Tax Identification Number (TIN) for non-profit
borrowers.

Continued on next page
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Chapter 8, Section B HUD 4155.2

2. Case Binder Assembly Requirements: Direct
Endorsement (DE) Cases, Continued

4155.2 8.B.2.b DE CaseBinder Document Requirements (continued)

L eft Side of Binder Right Side of Binder
Specialized Eligibility Documents (to --
include, but not limited to):

» Section 203(k): Rehabilitation
Agreement, Work Write-ups, Cost
Estimates, fornHUD 9746-A Draw
RequestformHUD 92700-A 203(k)
Borrower’'s Acknowledgment
Borrower’s Identity of Interest
Certification, Homeowner/Contractor
Agreement(s), and 203(k) Consultant
Identity- of-Interest Statement

* FormHUD-92561, Borrower’s Contract
with Respect to Hotel and Transient Use
of Property

» Condominiums—Occupancy
Certification regarding 51% owner
occupancy

Purchase Contract (if applicable), with 3

accompanying documents

* Amendatory Clause executed by all
parties

» Real Estate Certification executed by all
parties

* All other contract addenda

» Escrow Instructions, if applicable
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HUD 4155.2 Chapter 8, Section B

3. Case Binder Assembly Requirements: DE Home Equity
Conversion Mortgage (HECM) Cases

Change Date December 23, 2010

41552 8.B.3.a The table below describes the order of documentth&®Direct Endorsement

HECM Case (DE) Home Equity Conversion Mortgage (HECM) casaler.
Binder

Document

_ Note: When recorded originals are received after esetoent, the
Requirements

appropriate Homeownership Center (HOC) should fodvilaese documents
to the Asset Management staff to be joined withcésified copy previously
provided by the lender.

L eft Side of Binder Right Side of Binder
Choice of insurance options Request for Late Endorsemeifitapplicable.
(Assignment or Shared Premium)
Copy of FormHUD-92800.5h Evidence of the borrower’s age.

Conditional Commitment
Direct Endorsement
Statement of Appraised Value

Continued on next page
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Chapter 8, Section B

3. Case Binder Assembly
Conversion Mortgage (HE

HUD 4155.2

Requirements: DE Home Equity
CM) Cases, Continued

4155.2 8.B.3.a HECM Case Binder Document Requirements (continued)

L eft Side of Binder

Right Side of Binder

If applicable, copy of forntHUD-
92057, Compliance Inspection Repo

Note: This form is used in
conjunction with the Repair Rider an
certifies that required repairs have
been completed.

* Certified true copy oForm HUD-92902

t Certificate of HECM Counseling received from a
HUD approved counseling agency and signed b
the borrower and counselor.

de Evidence of lack of borrower competency if HEQ

counseling is not provided directly to the HECM
borrower.

If the case involves a HECM to HECM refinance,
and the borrower opts out of counseling, the lende
must provide a copy of the estimate used to caieu
the amount in Block 1 of forrdlUD-92901, Home

M

=

a

Disclosure

8-B-12

Equity Conversion Mortgage (HECM) Anti-ChurniTg

Continued on next page
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Chapter 8, Section B

3. Case Binder Assembly Requirements: DE Home Equity
Conversion Mortgage (HECM) Cases, Continued

4155.2 8.B.3.a HECM Case Binder Document Requirements (continued)

L eft Side of Binder

Right Side of Binder

appropriate valuation form and all
exhibits and addenda

e Fannie Mae forni004 Uniform
Residential Appraisal Report

* Fannie Mae formi073 Individual
Condominium Unit Appraisal Repoyrt

e Fannie Mae forni025 Small
Residential Income Property
Appraisal Report

* Fannie Mae forni004C
Manufactured Home Appraisal
Report or

* Fannie Mae fornri004MC Market
Conditions Addendum to the
Appraisal Report

Comprehensive valuation package | If the case involves a HECM refinance, an origina
(CVP) for the applicable property FormHUD-92901 is required.
type, which should include the current,

8-B-13
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Specialized Eligibility Documents Certified true copy of original First {1 Note.
(to include, but not limited to):
Note: Original maintained biender.
* FormHUD-92561 Borrower’s

Contract with Respect to Hotel ang

Transient Use of Propertyequired

on 2, 3, or 4 unit properties

* For condominiums:

- Separate owner occupancy
certification for loans where the
Fannie Mae form 1073 does not
contain the required data for
condominiums, or

- Lender certification of
Condominium Requirements for
the Direct Endorsement Lender
Review and Approval Process
(DELRAP) or HUD Review and
Approval Process (HRAP)
condominium project approval
processing options.

» Purchase contract, if applicable, to| Certified true copy of original First U1 Security
include Instrument (mortgage or Deed of Trust) and all
applicable riders.

- the amendatory clause executed by
all parties Note: Original maintained by lender.

- the real estate certification
executed by all parties

—all other contract addenda

» Escrow instructions, if applicable
Evidence of construction completion| Original Second (¥) Note.
and certificate of occupancy (CO), if
applicable.

Continued on next page
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HUD 4155.2 Chapter 8, Section B

3. Case Binder Assembly Requirements: DE Home Equity
Conversion Mortgage (HECM) Cases, Continued

4155.2 8.B.3.a HECM Case Binder Document Requirements (continued)

L eft Side of Binder Right Side of Binder
Title insurance commitment or other| Copy ofHUD-1, Settlement StatemesatdHUD-1
acceptablevidence of title insurance; Addendum
in an amount not less than the
maximum claim amount (MCA)
If applicable, Notice to Borrower.

» Copy of
— Letter of Map Amendment
(LOMA), or
— Letter of Map Revision (LOMR)
« Copy of FEMA form81-93,
Standard Flood Hazard
Determination Form (SFHD)
» Copy of declaration page of the
flood insurance policy
Flood Certificate One original and two copies of the Loan Agreement
and the following related exhibits:

» Schedule of Closing Costs, and

= Liens Payment Plan

-- Copy of Fannie Magorm 1009 Residential Loan
Application for Reverse Mortgages

-- Copy ofGood Faith EstimatéGFE), including initial
and revised, if applicable.

-- If applicable, one original and two certifiedigr
copies of the Repair Rider.

Note: Required if repairs are escrowed.

Continued on next page
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HUD 4155.2

3. Case Binder Assembly Requirements: DE Home Equity
Conversion Mortgage (HECM) Cases, Continued

4155.2 8.B.3.a HECM Case Binder Document Requirements (continued)

L eft Side of Binder

Right Side of Binder

Certified true copy of ForrelUD-92900-A HUD/VA
Addendum to the Uniform Residential Loan
Application(all pages)

Evidence of calculations for Principal Limit and
Monthly Payment Amount

Note: A screen print is acceptable.

« Evidence of Credit Alert Interactive Voice
Response System (CAIVRS), which includes the
system’s authorization code

» Copies of a printout for the General Services
Administration/Limited Denial of Participation
(GSA/LDP) check.

Credit report

Note: A merged in file report, containing the
information currently available from three consum
credit information repositories, is acceptable.

Copy of Durable Power of Attorney or legal
document appointing a conservator or guardian, if
applicable.

If applicable, verification of source of fundsdior
verification of deposit (VOD).

Note: To be used for HECM for Purchase or wher

borrowers need additional monetary funds to close.

\1*4
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HUD 4155.2

Chapter 8, Section B

4. Requirements for Case Binder Submission by a Lender
Other Than the Originating Lender

I ntroduction

Change Date

4155.28.B.4.a
Endor sement
Submission by
Assigneein the
Name of the
Originating
Lender

This topic contains information on requirementsdase binder submission
by a lender other than the originating lender,ldoig

» endorsement submission by the assignee in the oathe originating
lender

» endorsement submission requirement for all appréemders, and

 executing certifications.

March 1, 2011

If the originating lender assigns the mortgagenotlaer approved lender
before submitting the case for endorsement, thgrass may submit the case
for endorsement in the name of the originating é&gndHowever, special
handling should be requested to prevent correspmedeom being sent to
the closing lender, rather than the servicing (gttbrg) lender.

Continued on next page
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Chapter 8, Section B HUD 4155.2

4. Requirements for Case Binder Submission by a Lender
Other Than the Originating Lender, Continued

4155.28B.4.b
Endor sement
Submission
Requirements
for All
Approved
Lenders

8-B-18

All approved lenders may originate, process, clagg], and submit loans for
endorsement in their own names. A loan may closkamame of the
sponsoring lender, the Principal or the Authori2ggnt. Third-party
originators maynot close in their own names or perform any functions
FHA Connection (FHAC).

Either the sponsoring lender, Principal or AuthedZAgent may

» complete the Mortgage Insurance Premium (MIP) Trattal Form, send
the MIP to the FHA, and receive the Statement of Account

» submit evidence of assignment of the case for esethoent in the name of
the originating lender, and

« transfer the case number to another lender priologing, complete the
Lender Transfescreen irfHAC, and complete the assignment of mortgage
after endorsement to a new holding or servicingéeviaFHAC.

Exception: SeeHUD 4155.2 2.B.6.@nd
http://www.hud.gov/office/hsg/sth/waiver122010.@df information on a
temporary extension under which previously FHA-appd loan
correspondents may close in their own names urdiici 31, 2011.

References. For more information on

* the Principal/Authorized Agent relationship, $¢6D 4155.2 2.B.5and
ML 05-37

* sponsoring lenders and third-party originators,l36® 4155.2 2.B.6and

* performing functions in FHAC, s¢¢UD 4155.2 1.D

Continued on next page



HUD 4155.2 Chapter 8, Section B

4. Requirements for Case Binder Submission by a Lender
Other Than the Originating Lender, Continued

4155.28.B.4.c The FHA-approved originating lender, or its undetsvy if appropriate, must
Executing execute all certifications. The purchasing lenday pay any requiresliP,
Certifications  |ate charges, and interest.

FHA will notendorse an ineligible mortgage for insurance, ave/MIP
payments on any case.
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Chapter 8, Section B HUD 4155.2

5. Requirements for Case Binder Submission by a Lender
With Conditional DE Approval

I ntroduction

Change Date

4155.28.B.5.a
Requirement
for Obtaining
Firm
Commitment

8-B-20

This topic contains information on the requiremdatscase binder
submission by a lender with conditional Direct Ersgonent (DE) approval,
including

* requirement for obtaining firm commitment, and
» submitting a test case closing package.

December 23, 2010

A lender who is not yet unconditionally approved Borect Endorsement
(DE) must submit its loans to the appropriate Howrearship Center (HOC)
for review and issuance of a Firm Commitment ptioclosing.

The lender must submit the property and credit dwmits in an FHA case
binder, in the order specified HUD 4155.2 8.B.4excluding the closing
documents). After FHA staff issues a Firm Commitin¢éhe loan may be
closed.

Note: The lender may, at its own risk, choose to ces®an prior to FHA
issuing a Firm Commitment. In this circumstanddAHs not obligated to
issue a Firm Commitment or endorse the loan.

Continued on next page
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Chapter 8, Section B

5. Requirements for Case Binder Submission by a Lender
With Conditional DE Approval, Continued

4155.28.B.5.b
Submitting a
Test Case
Closing
Package

After the loan is closed, the lender ensures #xgired certifications are
executed, assembles the closing package, and sutbmipackage to the
appropriateHOC for endorsement processing.

DO NOT
« submit in an FHA case binder, or

* resubmit documents previously submitted for appt@sdescribed in
HUD 4155.2 8.B.5.a

DO

» submit a complete closing package in the orderispedsn HUD 4155.2
8.B.2

* include credit and property approval conditiong@el at the bottom of the
closing package), and

* place a cover sheet identifying the loan as a PoeH) (test) Case, along
with the FHA Case Number, on the top of the package
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6. Requirements for Case Binder Submission for HUD/FHA
Employee Cases

Change Date December 23, 2010

4155.28B.6a  The lender
FHA

Underwriting « obtains the case number

%”d lﬁfg{;%’fj « follows the pre-closing case instructions (for btsté property/credit
Erer?ployee package, as well as the closing package), and

L oans » submits the case binder to the appropriate HomemhipeCenter (HOC),
to the attention of the Processing and Underwribirgctor.

TheHOC

» completes the underwriting review, and
* issues a Firm Commitment or declination, as apjpaigr
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7. Submission of Case Binders by Lenders Participating in
the L1 Program

Introduction This topic contains information on the submissiboase binders by lenders
participating in the Lender Insurance (LI) Programejuding

* when an LI lender may need to submit a case binder
* LI lender electronic case binder (eCB) submisseguirements, and
* lender requirements for record keeping.

Change Date December 23, 2010

4155.28B.7.a  While a lender participating in the Lender Insuficl) Program generally

When an LI does not need to submit case binders for endordethere are occasions
Lender May  when the lender may be required to submit a cas#ehi such as when a
Need to Submit

aCaseBinder ., |5an-level data submission does not clear FHA systdits and the lender

is unable to correct the deficiency, or

» case binder is selected by FHA for post endorseteehhical review
(PETR).

References. For more information on

LI Program eligibility and approval, seg®JD 4155.2 2.C

* LI endorsement processing, $#8éD 4155.2 8.C.3

* requirements foLl lender pre insurance review, $¢€D 4155.2 8.A.2
and

* LI lender submission requirements for case bindéesteel forPETR see
HUD 4155.2 9.B.1.d

Continued on next page
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7. Submission of Case Binders by Lenders Participating in
the L1 Program, Continued

4155.28B.7.b  Lenders participating in thel Program may choose to submit either paper or
LI Lender electronic case binders (eCB) to comply with FHAgquest.
Electronic Case
Binder (eCB) Once a lender chooses the electronic case bindienothe first five requests
Submission for endorsement that the lender submits will resufequests from FHA for
Requirements the digitized case binderg&HA uses this quality control measure to ensure
that the lender is able to transmit an acceptalgiézed case binder for
review.

TheeCBmust include all of the documents previously regghin hard copy
binders submitted for endorsement, as discussed in

« HUD 4155.2 8.B.2.hand
* the LI Program page at
http://www.hud.gov/offices/hsa/sth/lender/lendirfimc

Note: The standards for indexing requirements of theudhents within the
eCB may also be found in the eCB Developers Gudédable at
http://www.hud.gov/pub/chums/electronicCaseBinddt.p

Reference: For more information on

LI Program eligibility and approval, seg®JD 4155.2 2.C

* LI endorsement processing, $#8éD 4155.2 8.C.3

* requirements foLl lender pre insurance review, $¢€D 4155.2 8.A.2
and

* LI lender submission requirements for case bindéesteel forPETR see
HUD 4155.2 9.B.1.d

4155.28.B.7.c  The requirements for maintenance of binders bydendnd servicers are

L ender stated irHUD 4155.2 8.B.1.f

Requirements

for Record Lenders retaining electronic case binders neednaittain a separate version
Keeping of theeCBindexed for electronic submission to HUD. HoweweHUD

requests a case binder that is maintained electiiyithe lender must follow
standards and procedures set forth ineti® Developers’ Guidéor
submission of theCBto HUD.
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Section C. Insurance Endorsement Processing

Overview

Chapter 8, Section C

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page

1 General Information on FHA Loan Processing 8-C-2
and Review

2 Non-LI Loan Endorsement Processing 8-C-7
3 LI Loan Endorsement Processing 8-C-9
4 Pre-Closing (Test) Case Processing Overview BC-[L
5 Excessive Loan Amounts 8-C-15
6 Mortgage Insurance Certificates 8-C-18
7 Late Requests for Endorsement 8-C-22
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1. General Information on FHA Loan Processing and Review

Introduction

Change Date

4155.28.C.1.a
HOC Loan
Processing
Tasks

8-C-2

This topic contains general information on FHA Igancessing and review,
including

* Homeownership Center (HOC) loan processing tasks

* HOC actions upon receipt and review of the unifaase binder
* types of loan endorsement reviews

* the purpose of the pre-endorsement review, and

* the purpose of the post endorsement technicalwe{RETR).

December 23, 2010

The table below describes the loan processingitetithe Homeownership
Center (HOC) performs upon receipt of a uniformedaisder from the
lender.

Stage Description

1 TheHOC logs receipt of the uniform case binder into the
Computerized Home Underwriting Management System
(CHUMS).
2 TheHOC checks to ensure that the case has been submited
acceptable case binder that meets FHA requirements.
If not, theHOC returns the case binder to the lender.

Note: At this point, theHOC does not perform any further
processing or analysis of the case file and pracasdiescribed in
HUD 4155.28.C.1.b

3 TheHOC routes the case binder to the appropriate perséome
pre-endorsement review and insurance endorsement.

References: For more information on

* the loan submission and endorsement proces$idBe4155.2
8.A.1, and

* pre-endorsement reviews, d¢6D 4155.2 8.C.1.d

Continued on next page
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Chapter 8, Section C

1. General Information on FHA Loan Processing and Review,

Continued

4155.28.C.1.b
HOC Actions
Upon Receipt
and Review of
the Uniform
Case Binder

Upon receipt of the uniform case binder, H®C conducts a pre-

endorsement review to determine if

* the request for endorsement and the case bindeoarglete, and
« all of the necessary documents are present anddign

The table below indicates the-actighatthe HOC takes upon completing the

pre-endorsement review.

If the uniform case binder ...

Then the HOC ...

meets FHA guidelines

e completes endorsement
processing, and

* issues an electronic Mortgage
Insurance Certificate (eMIC),
acknowledging that FHA has
insured the mortgage.

Note: The lender may print or
download the MIC from the FHA
Connection (FHAC).

doesnot meet FHA guidelines

* issues a&lon-Endorsement
Notice/Notice of Return (NOR) to
the lender, specifying the
deficiencies and corrective action
needed, and

« returns the case binder to the
lender reflected in thEHAC
unless special circumstances haye
been specified.

Continued on next page
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1. General Information on FHA Loan Processing and Review,

Continued

4155.2 8.C.1.c
Types of Loan
Endorsement
Reviews

8-C-4

FHA monitors lender compliance with its criteriadbgh

 pre-endorsement reviews, performed by

— FHA staff or contractors, or

- lender staff, for participants in the Lender Insuw& (LI) program, and
* post endorsement technical reviews (PETRS), whielparformed

— after loan closing and endorsement, and

- by FHA staff or contractors.

Notes:

* FHA determines a specific percentage of endorsedklefiles on which to
conduct &PETRand selects lender files electronically, based on
- risk factor indicators, and
- otherHOC-identified factors.

* FHA also performs pre-closing “test” case reviewgmsure lender
compliance. Pre-closing test files are subjecirtderwriting review and
approval byHOC staffprior to loan closing.

References: For more information on
* pre-endorsement reviews, d¢6D 4155.2 8.C.1.dand
* PETRS see
-HUD 4155.2.8.C.1.e
- HUD 4155.2.9.B.1.
* Direct Endorsement (DE) lender approval, séé 4155.2 2.A
* theDDE Lender pre-closing phase, 966D 4155.2 2.B.3nd
* processing pre-closing cases, kké¢D 4155.2 8.C.4

Continued on next page
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1. General Information on FHA Loan Processing and Review,
Continued

4155.2 8.C.1.d During pre-endorsement reviews, the HOC revievesfib verify
Purpose of the
Pre-  compliance with FHA documentation requirements
Er;?/gvs\/ement - that forms and certifications are properly execpéei
* data integrity (FHA Connection (FHAC) and Automatdaderwriting
Systems (AUS), when applicable).

The pre-endorsement review results in approvalesnaibrsement of the
mortgage after a satisfactory review of specificutoents.

Notes:

» Additional review and documentation may be requifééHA has reason to
suspect fraud or misrepresentation, including gegli misrepresentation,
in any of the documents submitted.

» The_HOC performs the pre-endorsement review in accordaiitethe
requirements for
— case binder submission describedHidD 4155.2 8.Band
—loan endorsement described in this section.

Continued on next page
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1. General Information on FHA Loan Processing and Review,

Continued

4155.28.C.1.e
Purpose of the
PETR

8-C-6

ThePETRIis one of several monitoring tools that FHA usemeasure lender
compliance with FHA regulations. The PETR includagview of

* property underwriting (a field review of the apmei/appraisal may be
generated as a result of the property underwriiesi{ review)

« credit underwriting and loan approval criteria

* risk analysis

* closing in accordance with loan approval

» documentation, and

* data integrity FEHAC andAUS, if applicable).

TheHOC staff perform the PETR and rate the mortgagestlasre
Conforming, Deficient, or Unacceptable in the categories of

* mortgage credit underwriting, and
* valuation underwriting.

Note: The same process applies to all technical resjigvinethelLl or non-
LI.

Reference: For more information on PETRS, 966D 4155.2 9.B.1
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2. Non-LI Loan Endorsement Processing

Introduction This topic contains information on loan endorsenpatessing for lenders
who donot participate in the Lender Insurance (LI) Programluding

* FHA Connection (FHAC) loan endorsement processing
* the date of loan insurance, and
* handling loans that are ineligible for endorsement.

Change Date December 23, 2010

4155.28.C.2.a Upon successful completion of a pre-endorsemeigug\the

FHAC Loan Homeownership Center (HOC) uses the logging andrsedent functions
Endorsement  jn FHA Connection (FHAC) to
Processing

* verify data integrity
» complete loan endorsement processing, and
* issue an electronic Mortgage Insurance Certifi{lstic).

References: For more information on
* pre-endorsement reviews, d¢6D 4155.2 8.C.1.d
* FHAC, see
- HUD 4155.2 1.Dand
- the FHAC User Guide available fatps://entp.hud.gov/idapp/html/mrtg-

pka.cfm and
* MICs, seeHUD 4155.2 8.C.6

4155.28.C.2.b A case submitted for endorsement is consideredadsas of the date that
Date of Loan FHA electronically issues thdIC.
Insurance

Reference: For more information on MICs, séiJD 4155.2 8.C.6

Continued on next page
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2. Non-LI Loan Endorsement Processing, Continued

4155.2 8.C.2.c If the HOC determines that the mortgage is ineligible founasice
Handling Loans endorsement, FHA issues an electrasan-Endorsement Notice/Notice of

That Are Return (NOR) on the Case Query screen inEi&AC, which includes
Ineligible for

Endorsement « the reasons for non-endorsement, and

* any corrective actions that the lender must take.

If the case is permanently rejected for insuramooesement, thBIOR must
include instructions to the lender to notify theroaver

* that he/she does not have an FHA-insured loan, and
« of the circumstances that made the loan inelidgimd-HA insurance.

The lender must also

* obtain a refund of both the upfront mortgage insaegpremium (UFMIP)
and any periodic mortgage insurance premium (MH py or on behalf
of the borrower, and

« apply the refund to the principal balance of thenlo

Note: Space is limited on the Case Query screen,is@itssible that the
complete reason for the NOR may not be visiblee [Eimder must wait to
receive the return case binder prior to respontbrtfpe NOR. Responses are
not acceptable without the case binder. In sors&intes, the HOC may
retain the case binder and provide guidance tdetider on how to submit a
response.
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Chapter 8, Section C

3. LI Loan Endorsement Processing

Introduction

Change Date

4155.2 8.C.3.a
Endorsement
Processing for
Approved LI
Lenders

4155.28.C.3.b
Categories of
LI Mortgage
Endorsement
Processing

This topic contains information on Lender Insura(id¢ loan endorsement
processing, including

» endorsement processing for approved LI lenders, and
» categories of LI mortgage endorsement processing.

December 23, 2010

A lender approved for the Lender Insurance (LI)gPaon must process and
endorse for insurance all of the loans it origisaieunderwrites.

References. For more information on

LI Program eligibility and approval, seg®JD 4155.2 2.C

* requirements foLl lender pre-insurance review, 466D 4155.2 8.A.2

LI case binder submission, ¢¢6D 4155.2 8.B.7and

* LI lender submission requirements for case bindéesteel for post
endorsement technical review (PETR), bi&¢D 4155.2 9.B.1.d

The table below describes the three mortgage eenchanst processing
categories under thd Program.

Endorsement Description
Processing Category
LI Eligible/No The lender endorses the mortgage, and FHA

Binder Request

 generates an electronic mortgage insurance
certificate (eMIC), which the lender may view
online, and

» doesnot request the case binder.

Continued on next page
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3. LI Loan Endorsement Processing, Continued

4155.2 8.C.3.b Categories of LI Mortgage Endorsesnt Processin (continued)

Endorsement Description
Processing Category
LI Eligible/Binder » The lender endorses the mortgage
Request » FHA generates aeMIC, and
* FHA requests the case binder REETR purposes.

Notes:
» The case binder request appears on the
— FHA Connection (FHAC) Binder List screen gr
Business to Government (B2G) function, and
— Insurance Application screen.
» The Case Inquiry screen indicates
- if FHA requested a binder, and
—when FHA received the binder after the lende
has sent it.

=

Reference: For information on lender requirements
when FHA requests a case binder, ld& 4155.2
9.B.1

Continued on next page
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Chapter 8, Section C

3. LI Loan Endorsement Processing, Continued

4155.2 8.C.3.b Categories of LI Mortgage Endorsesnt Processin (continued)

Endorsement Description
Processing Category
LI Deficient « A high level case warning was triggered (for

example, a Credit Alert Interactive Voice Respor
System (CAIVRS) exception), or

» The system edits reject the case (for example, th
mortgage amount exceeds the statutory limit).

The Computerized Homes Underwriting
Management System (CHUMS) does not request
the lender send deficient cases toi@C, but
informs the lender that it must resolve any regatcti
message.

FHA requests for review only those files that have
severe case warnings, such as

» a CAIVRS exception
 Social Security Number (SSN) not verified, or

se

that

* some text messages.

Continued on next page
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HUD 4155.2

3. LI Loan Endorsement Processing, Continued

4155.2 8.C.3.b Categories of LI Mortgage Endorsesnt Frocessin¢ (continued)

8-C-12

Endorsement
Processing Category

Description

Under this exception processing procedure, thade|
must submit the case binder to FHA for a pre-
endorsement review, unless it is able to corrext th
deficiency and resubmit the endorsement data
through the automated data verification system.

If the resubmission is successful, the mortgage is
eligible to be processed through and the lender
can endorse it for insurance and generateNaicC.

If the lender cannot correct the deficiency, thetem
withholds the lender’s ability to endorse the loan
until the stated deficiencies are corrected.

Note: For those mortgage insurance applications
the lender is unable to endorse due to system edit
other reasons, FHA requires the case binder foea
endorsement review of the file. Such mortgage
insurance applications cannot be approved until F
has reviewed the case binder and determined

[hat

P

HA

insurance eligibility.
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Chapter 8, Section C

4. Pre-Closing (Test) Case Processing Overview

Introduction

Change Date

4155.28.C4.a

This topic contains information on pre-closing (f&sse processing,
including

» the purpose of pre-closing (test) cases
* the timeframe for processing pre-closing (testgsaand
 an overview of pre-closing (test) case processing.

December 23, 2010

The purpose of pre-closing (test) cases is to velaans made by a lender

Purpose of Pre- who is applying for Direct Endorsement (DE) Lendpproval, to ensure

Closing (Test)
Cases

4155.28.C.4.b
Timeframe for

lender compliance with FHA property and credit umd#ing requirements.

References: For more information on the
» DE Lender application and approval process,t$8® 4155.2 2.A.1and
» DE Lender pre-closing phase, 466D 4155.2 2.B.3

The Homeownership Center’'s (HOC) Processing ancebdmating Division
must give pre-closing (test) cases priority procgsand review cases within

Processing Pre- three business days of receipt.

Closing (Test)
Cases

Continued on next page
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4. Pre-Closing (Test) Case Processing Overview, Continued

4155.28.C.4.c The table below describes the pre-closing caseweprocess.
Overview of
Pre-Closing
(Test) Case
Processing

Stage Description
1 Upon receipt of the case, FHA staff

* logs the file into thédOC'’s internal tracking system

* logs the case into FHA Connection/Computerized Home
Underwriting System (FHAC/CHUMS), and

* routes the file for underwriting review (propertydacredit).

2 After completing the underwriting review, FHA ta

* update=HAC/CHUMS with the underwriting decision, and

» completes the Underwriting Report System (URS) reipahe
FHAC.

3 The lender receives notification of the undenwgtdecision

throughFHAC.

Note: Lenders must direct requests for a ratings chaodghe
FHA staff underwriter’s supervisor, and include doentation to
support their requests.

FHA documents the case and the lender file viaghdecision.
The HOC retains the case binder.

N

ol

Reference: For instructions on submitting the closing paykasee
HUD 4155.2 6.A

Note: TheHOC follows the same process for reconsiderationfdédhat
was either rejected (with an unacceptable ratingyas returned in
FHAC/CHUMS for being incomplete. The processing time forki@C on a
reconsideration package is five business days thentlate of receipt.
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Chapter 8, Section C

5. Excessive Loan Amounts

Introduction

Change Date

4155.2 8.C.5.a
Obtaining a
Mortgage
Insurance
Certificate
(MIC) When
There Is an
Excessive Loan
Amount

This topic contains information on excessive loamants, including

* obtaining a mortgage insurance certificate (MICewlhere is an excessive
loan amount

* loans that exceed the statutory loan limit
* loans that exceed the maximum allowable amount, and
* lender advancement of the principal loan reduction.

December 23, 2010

An excessive loan amount occurs when the lendsesla loan in an amount
higher than what is permitted by FHA requiremeritsorder to obtain a
Mortgage Insurance Certificate (MIC), the lenderyrohoose to either

 pay down the principdalance, or
« re-close the loan to an insurable amount.

Note: The lender must provide a copy of the paymeigéeshowing that the
principal balance has been paid down to an inseralount.

Continued on next page
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5. Excessive Loan Amounts, Continued

4155.2 8.C.5.b
Loans That
Exceed the
Statutory Loan
Limit

8-C-16

If a loan amount exceeds the statutory limit

* FHA Connection/Computerized Homes Underwriting 8gst
(FHAC/CHUMS), automatically rejects the case fod@rsement
* FHA
—issues a Non-Endorsement Notice, commonly knowandstice of
Rejection (NOR), to the lender, and
—returns the case binder aN®@R to the lender with instructions to provide
evidence of a principal reduction to an insural®ant, and
* FHA issues thMIC electronically, with the reduced mortgage amount,
upon receipt of evidence of the principal reducto@an insurable amount.

Note: Depending upon the size of the principal redugtithe monthly
principal and interest payment amount onMi€ may or may not match the
note. TheMIC mustnot be manually changed to agree with the note. elf th
lender wants th&11C to match the notét must re-close the loan or amend it
to an insurable amount.

Continued on next page
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Chapter 8, Section C

5. Excessive Loan Amounts, Continued

4155.2 8.C.5.c
Loans That
Exceedthe
Maximum
Allowable
Amount

4155.28.C.5.d
Lender
Advancement
of the Principal
Loan Reduction

If, during the post endorsement technical revie®TR), FHA determines
that a loan amount exceeds the maximum allowabiedbes not exceed the
statutory limit), or exceeds the maximum allowdbkn to value (LTV) ratio,
the appropriate Homeownership Center (HOC) mustiredhe lender to
provide, within 30 days of the date of the lettenotification, evidence that
the principalbalance has been paid down to an insurable amount.

If the lender does not respond within 30 days (dueseturn theMIC to
FHA for correction), thedOC may take appropriate sanctions.

FHA will only consider the existing principal bal@mand other permissible
costs for payment of a claim presented.

Reference: For more information on lender sanctions, lde® 4155.2 9.D

If the lender advances the principal loan reductinrbehalf of the borrower,
the lender cannot require borrower repayment, eitha lump sum or
monthly payment, if the payment would

* jeopardize the borrower’s ability to repay the rgage, and
* potentially cause a default.
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Chapter 8, Section C HUD 4155.2
6. Mortgage Insurance Certificates
Introduction This topic contains information on mortgage insgeapertificates (MICs),

including

* confirming status of the MIC
* requesting and downloading the MIC

* requesting corrected and duplicate MICs
* MIC Section of the Act
» Automated Data Processing (ADP) Codes

* correcting case numbers or ADP Codes on the nateseeurity instrument
» suffix codes for tracking ARM activity

* Section of the Act ADP codes for ARMs, and

* ARM type indicators.

Change Date March 1, 2011

4155.2 8.C.6.a Lenders may confirm the endorsement status ofrausang the FHA

Confirming Connection (FHAC), or the FHA Connection Busines&bvernment
Status of the (FHAC-B2G) application. Th82G application allows lenders to submit
MIC case level data from their loan origination systéractly to FHA, without

rekeying information.

The table below describes how an originator or sppoan confirm the
endorsement status of a loan.

When confirming the Use the ... And ...
endorsement status of ...
individual loans * FHAC, or determine if the mortgage was

* FHAC-B2G Case Query
transaction

endorsed by examining thast
action field for INSURED.

Notee ECHO Connection Plus
(EPC) users should call 1-888-711
2500 for information.

8-C-18

Continued on next page
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6. Mortgage Insurance Certificates, Continued

4155.2 8.C6.a Confirming Status of the MIC (continued)

When confirming the Use the ... And ...

endorsement status of ...

multiple loans « FHAC MIC/NOR List | obtain a list of cases endorsed
transaction, or within a specific time period at the

« FHAC-B2G Mass Casel branch or corporate level.

Query transaction Note: This function provides a list

of all case numbers endorsed with
a specified date parameter. Users
of ECHO Connection Plus (EPC)
should call 1-888-711-2500 for
information.

n

4155.2 8.C.6.b When requesting the mortgage insurance certifiddt€), the lender is

Requesting and required to specify whether it is to be preparethenname of the
Downloading

the MIC « Originator (Principal), or

* Authorized Agent.

When FHA endorses a loan and issuedMi@, the lender downloads the
electronic MIC from thé&eHAC.

Note: The name on the MIC is the name of the originatcAuthorized
Agent as it appears on HUD’s systems.

4155.2 8.C.6.c The electronically-issuedlIC eliminates the need to request duplicate MICs

Requesting because lenders can download and print copieseakede
Corrected and

Duplicate MICs | enderscannot obtain corrected MICs throudfHAC.

Reference: For instructions on obtaining a corrected MI€gHUD 4155.2
12.E.3

Continued on next page
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6. Mortgage Insurance Certificates, Continued

4155.2 8.C.6.d
MIC Section of
the Act
Automatic Data
Processing
(ADP) Codes

4155.2 8.C.6.e
Correcting
Case Numbers
or ADP Codes
on the Note and
Security
Instrument

4155.2 8.C.6.f
Suffix Codes
for Tracking
ARM Activity

8-C-20

The section of the Act Automated Data ProcessifgRACode is an
important item on the MIC, which FHA verifies focauracy. TheADP
Code

* identifies the insuring section and the applicdHA insurance fund

* indicates an assistance payment contract, if any, a

* identifies the mortgages that do not require payroéan upfront mortgage
insurance premium (UFMIP).

Reference: For a list of the Home Mortgage ADP Codes, I3e®
4155.2.12.B.1

The lender must show the HUD case number and ti®sef the ACtADP
Code on the note and the security instrument. AIDE Code must be the

same as that shown &ormHUD-92900-A HUD/VA Addendum to Uniform
Residential Loan Application.

The lender doesot need to redraw documents to correct the case nuonbe
the ADP Code. The lender may draw a line through incémembers, and
write in the correct number. The borrower doesnasd to initial changes to
the case number or tADP Code.

The lender should provide the borrower with a copthe documents that
contain the correct case number.

Case number suffix codes (Section of the ABP Codes) used to track
adjustable rate mortgage (ARM) activity are

* indicated on all FormslUD 92900-A HUD/VA Addendum to Uniform
Residential Loan Application, and
* printed on computer-generatbtiCs.

Continued on next page
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6. Mortgage Insurance Certificates, Continued

4155.28.C.6.g A complete list of the Section of the ABDP suffix codes folARM loans is
Section of the  available via th&HAC, or atHUD 4155.2 12.B.1.a

Act ADP Codes

for ARMs

(Reference)

4155.2 8.C.6.h In addition to thADP suffix codes assigned faRMs, a hybrid ARM type

ARM Type indicator has been addedREblAC.

Indicators
When submitting loan data to FHA via tRelAC, or its functional
equivalent, if an ARM is indicated by an ADP cotles lender must also
identify the type of ARM by selecting the one- déf, five-, seven-, or ten-
year ARM type indicator.

Note: Using this process is likely to result in fevegrors than adding
additional ADP codes for each individual hybrid ARi¥ering.
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7. Late Requests for Endorsement

Introduction

Change Date

4155.2 8.C.7.a
FHA Criteria
for
Determining
Late Requests
for Insurance
Endorsement

8-C-22

This topic contains information on late requestsrisurance endorsement,
including

FHA criteria for determining late requests for irmwce endorsement
evaluating a late endorsement request

requirements for the late endorsement requesfication

sanctions for false certifications

cases submitted for reconsideration after receiam®OR, and
examples of late endorsement request processitifitaion requirement.

December 23, 2010

A request for insurance endorsement is considdade’‘when the case
binder is received by the Homeownership Center (H@Gre than 60 days
after loan settlement or funds disbursement, whiehes later.

Late requests trigger the need for additional dantation. FHA believes
that the 60-day timeframe is sufficient for thedento

» assemble the uniform case binder
* obtain any final documents or signatures, and
« ship the binder to the appropridi®©C for endorsement processing.

FHA determines whether a mortgage is receiveddased on the date that
theHOC actually receives the case binder. Lenders narstider mailing
and processing times when submitting case bindetteeHOC.

Note: Lenders can determine the date the case binaereceived by the
HOC and logged into FHA Connection/Computerized ldsrdnderwriting
System (FHAC/CHUMS) by reviewing the Case StatusestinFHAC.

Continued on next page
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Chapter 8, Section C

7. Late Requests for Endorsement, Continued

4155.2 8.C.7.b
Evaluating a
Late
Endorsement
Request

4155.2 8.C.7.c
Requirements
for Late
Endorsement
Request
Certification

When a case involving a late request for endorsemeaceived, FHA
reviews the lender’s certification and determindé®tler to accept or reject
the request. If the review indicates that the degf risk to HUD is not
greater than that at the time of closing, the magé&may be endorsed.

A mortgage that is in default when submitted fod@sement wilhot be
insuredexcept in those instanceshere FHA was demonstrably responsible
for a delayed request. If the approprief®C determines that the delay in
submission was FHA's fault, the lendeng required to submit the
additional documentation describedHiuD 4155.2 8.C.7.c

When submitting a late request for endorsementruheecircumstances
described below, the lender is required to incladiated certification with an
original signature of its representative on complattgrhead, which includes
the lender’s complete address and telephone number.

The certification must be specific to the case pasmbmitted, identifying the
FHA case number and the name(s) of the borrowan@)must state that

« at the time of the certification, no mortgage pagmes currently unpaid
more than 30 days

» all escrow accounts for taxes, hazard insurancevartyage insurance
premiums are current and intact, except for digdaents that may have
been made to cover payments for which the accauerts specifically
established, and

* the lender or its agents did not provide the fuodsring and/or keep the
loan current or to bring about the appearance aicaeptable payment
history.

I mportant: If the payment due for the morttkfore the lender submitted the
loan for endorsement has yet to have been recdivedpan isot eligible for
endorsement.

Continued on next page
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7. Late Requests for Endorsement, Continued

4155.2 8.C.7.d
Sanctions for
False
Certifications

4155.2 8.C.7.e
Cases
Submitted for
Re-
consideration
After Receipt of
a Notice of
Rejection
(NOR)

4155.2 8.C.7.f
Examples: Late
Endorsement
Processing/
Certification
Requirement

8-C-24

HUD may impose administrative sanctions againgviddals found making
false certifications, including, but not limited to

» debarment from participation in HUD’s and other &ed agency programs
« civil money penalties, and
* Program Fraud Civil Remedies Act sanctions.

Reference: For more information on lender sanctions, ld&® 4155.2 9.D

If the appropriatédOC returns a uniform case binder to the lender hyings
an Receipt of a Notice of Rejection (NOR) or subseNOR, theHOC

must receive the reconsideration request for imag@&ndorsement within the
original 60-day period, or 30 days from the datéssfiance of the original
NOR, whichever is greater.

The lender must comply with the procedures for tatpiests for endorsement
found inHUD 4155.2 8.C.7.d either the

* lender’s reconsideration request is received #fieexpiration of the
applicable date, or

* issuance of a subsequéDR results in receipt of the lender’s
resubmission after the applicable date.

Mortgage Loan Details:
Mortgage closed on Juné #ith first payment due on August'1

Lender Case Submission Scenario 1:

No certification is required if the mortgage insurampplication is received
for endorsement on or before August'3However, the certificatiors
required if the

* mortgage case binder is sent back to the lendetadaROR, and
* lender is not able to respond correctly beforddker of 30 days or when
the certification period begins (Septembgrif this example).

Lender Case Submission Scenario 2:

If the mortgage is received for endorsement inHREC on or after September
1% (or the first business day after that date), tivenlender must provide the
endorsement certification.
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Section A. Lender Monitoring Overview

Overview

Introduction This section contains the topic “General Information on Lender Monitoring.”
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1. General Information on Lender Monitoring

Introduction

Change Date

4155.29.A.1la
Importance of
DE Lender
Program
Monitoring

9-A-2

This topic contains general information on lender monitoring, including

e the importance of Direct Endorsement (DE) Lender Program monitoring
e types of lender monitoring tools, and
e types of lender sanctions.

December 23, 2010

Because the substantive review of a loan occurs after the mortgage is
endorsed, Homeownership Centers (HOCs) must continually monitor lender
performance and take necessary action as soon as they identify underwriting
deficiencies.

The objective of the HOC action is to

e reduce the risk of defaults, and claims to FHA
e improve lender performance, and/or
e remove non-complying lenders from the program.

Continued on next page
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Chapter 9, Section A

1. General Information on Lender Monitoring, Continued

4155.29.A.1b
Types of
Lender
Monitoring
Tools

HOCs monitor the performance of lenders by

e conducting on-site and remote lender reviews

e conducting post endorsement technical reviews (PETRS) of insured loans

e analyzing Mortgagee Performance Reports and Underwriting Report
System (URS) reports available through FHA Connection (FHAC)

e analyzing default and claims data from Neighborhood Watch Early Warning
System reports available through FHAC

e following up on construction complaints or consumer complaints, and

e sharing information among themselves, FHA Headquarters, and the
Mortgagee Review Board (MRB).

Important: Lenders must regularly update their information in FEHAC
regarding their offices and officers, to facilitate reviews and recertification.

Reference: For more information on the data lenders are required to keep
current, see HUD 4060.1, Mortgagee Approval Handbook.

Continued on next page
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Chapter 9, Section A HUD 4155.2

1. General Information on Lender Monitoring, Continued

4155.29.A.1c  The HOCs and/or the MRB may impose the following sanctions:
Types of

Lender e lender probation
Sanctions e withdrawal of DE status
e withdrawal of FHA approval
e indemnification agreements
e civil money penalties
e sanctions against individual program participants
e return of the lender to pre-closing status, and
e return or reimbursement of servicing lender incentives.

Reference: For more information on lender sanctions, see HUD 4155.2 9.D.
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HUD 4155.2 Chapter 9, Section B

Section B. Lender Monitoring Tools

Overview
Contents This section contains the following topics.
Topic Topic Name See Page
1 Post Endorsement Technical Reviews (PETRS) 9-B-P
2 Mortgagee Performance Reports 9-B-5
3 Underwriting Report System (URS) Reports 9-B-8
4 Onsite and Remote Lender Monitoring 9-B-11
Reviews

5 Neighborhood Watch Early Warning System 9-B-14
6 Other Lender Monitoring Tools 9-B-17
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1. Post Endorsement Technical Reviews (PETRS)

I ntroduction

Change Date

4155.29.B.1.a
Purpose of the
PETR

9-B-2

This topic contains information on Post Endorsenieahnical Reviews
(PETRS), including the

* purpose of the PETR

 importance of the PETR

» HOC PETR responsibilities, and

* selection of LI case binders for PETR and LI lensi#gsmission
requirements.

December 23, 2010

FHA performs a post endorsement technical revielT@® on selected cases
to evaluate the

* risk that loans represent to FHA'’s insurance fuaas,
* lender’'s compliance with FHA'’s

— underwriting requirements, and

— documentation requirements.

Continued on next page
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Chapter 9, Section B

1. Post Endorsement Technical Reviews (PETRS), Continued

4155.29.B.1.b
I mportance of
the PETR

4155.29.B.1.c
HOC PETR
Responsibilities

The post endorsement technical review of mortgagddr underwriting is
critical to the success of the Direct EndorsemBit) (program. Because
underwriting decisions rely heavily on the subjegtinterpretation of thBE
lender, it is imperative that FHA quickly identiéyd correct underwriting
deficiencies.

Homeownership Centers (HOCs) must provide meaningimstructive
analysis of each case that is subject RE&ARto ensure that the risk of the
loan is assessed and that lenders continue torpedfoality underwriting and
closing.

When conducting BETR the reviewer

» assesses whether the loan represents an unacedptadlof risk to the
FHA insurance funds

» assesses how well the underwriter
—arrived at his/her decisions
—addressed inconsistencies and problems
—made reasonable conclusions, based on the infamartd

documentation in the case, and

— complied with FHA guidelines

* assigns ratings to the Mortgage Credit and Valunadgpects of the lenders’
underwriting and loan closing, and

* enters the rating information into the UnderwritiRgport System (URS) in
FHA Connection (FHAC).

Reference: For more information on PETR ratings, $88D 4155.2 9.C.2

Continued on next page
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1. Post Endorsement Technical Reviews (PETRS), Continued

4155.29.B.1.d
Ll Lender
Submission
Requirements
for Case
Binders
Selected for
PETR

9-B-4

For insurance applications that the lender enddmsaasurance through the
Lender Insurance (LI) Program that receive an edaat notice of intent to
review, the lender must provide the case bindgajper or digitized format
(depending on which process it has chosen), witBibusiness days of
FHA'’s transmittal of a request.

Failure to submit 5 or more requested case birdettse applicablélOC will
result in a suspension of the lender’s eligibitdysubmit files under thiel
program until the lender submits the case bindeessatisfactory manner.

References. For more information on

LI Program eligibility and approval, seg®JD 4155.2 2.C

* requirements foL| lender pre-insurance review, 466D 4155.2 8.A.2

LI case binder submission, 9¢6D 4155.2 8.B.7and

* the Lender Insurance Guide, see
http://portal.hud.gov/fha/sf/programs/quide0118d7..p
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Chapter 9, Section B

2. Mortgagee Performance Reports

I ntroduction

Change Date

4155.29.B.2.a
Description of
the Mortgagee
Performance
Report

This topic contains information on Mortgageerformance Reports,
including

* a description of the Mortgag&erformance Report, and
* the sections of the Mortgag&eport.

March 1, 2011

FHA generates a monthly statistical report, avédab lenders and FHA
staff, that details the performance of each Dikaudorsement (DE) lender’s
underwriting and appraisal.

The report provides

* summary information based on post endorsement igdimeviews
(PETRSs), and

* a picture of the
— performance of each branch office within the Igoakdiction, and
—lender’s overall performance, both locally and oaaily.

Note: The last completed level of review is reportieseveral levels of
review are required. The report is divided intbsections with information
for the

* last month

 two months prior to the last reporting month, and

« first nine months of the reporting period.

Reference: For more information on the review levels, st¢D 4155.2
9.C.3.b

Continued on next page
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2. Mortgagee Performance Reports, Continued

4155.29.B.2b  The table below describes the eight sections oMbegagedPerformance

Sectionsof the  Report.
M ortgagee

Performance

Report

Report Section

Description

Section 1 — Lender Performan
by Branch

cé-or each active branch office and sponsored thartyp
originator, this section lists the

* number of cases insured
* number of cases issued a Notice of Return (NOR), an
* NOR rate on endorsement submissions.

Section 2 — Underwriting
Performance

This section provides a summary of underwritinghgg
based on Valuation/Underwriting and Mortgage Credit
(MC) technical reviews for active underwriters eoyad
by the lender.

Note: The last completed level of review is reportied i
several levels of review are required.

Section 3 — Cases Rated
Unacceptable — Underwriting

This section lists, by FHA case number, the casais t
received “Unacceptable” ratings for either the
Valuation/Underwriting or Mortgage Credit (MC) tetbal
review. This section also lists the

* names of the underwriters
* reason codes for the “Unacceptable” ratings, and
» names of the borrowers.

Section 4 — Cases Rated
Mitigated — Underwriting

This section lists, by FHA case number, the casais t
received “Mitigated” ratings for either the
Valuation/Underwriting or Mortgage Credit (MC) tetbal
review. This section also lists the

* names of the underwriters
* reason codes for the “Unacceptable” ratings thaewe
mitigated, and

* names of the borrowers.

9-B-6
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2. Mortgagee Performance Reports, Continued

4155.29.B.2.b Sections of the M ortgagee Performance Report (continued)

Report Section

Description

Section 5 — Cases Rated
Deficient — Underwriting

This section lists, by FHA case number, the casais t
received “Deficient” ratings for either the
Valuation/Underwriting or Mortgage Credit (MC) tetbal
review. This section also lists the

* names of the underwriters
* reason codes for the “Deficient” ratings, and
* names of the borrowers.

Section 6 — Appraiser
Performance Data

This section provides a summary of appraiser review
the appraisers used by the lender against whomdciica
or action was imposed (based on field reviews)is Th
section also includes the

* names of the appraisers
* number of field reviews performed, and
* sanctions or actions imposed.

Section 7 — Case Actions —
Appraisers

This section lists, by FHA case number, the casew/fich
the lender used an appraiser against whom a saratio
action was imposed (based on field reviews). $higtion
also lists the

* lender’s case references, and
* names of the borrowers.

Section 8 — National
Performance — Summary Rate

S

This section lists, for each HUD field office, the

 percentage of Unacceptable, Mitigated, and Deftcien
ratings for the Valuation/Underwriting and Mortgage
Credit (MC) technical reviews for all underwritdesiders

* number of appraiser sanctions or actions imposesed
on field reviews, and

» overallNOR rate for each HUD field office.

Note: National totals are provided at the end of gaeth of
this section.
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3. Underwriting Report System (URS) Reports

I ntroduction

Change Date

4155.29.B.3.a
Description of
URS Reports

4155.29.B.3.b
URS Report
Requests and
Retrieval

9-B-8

This topic contains information on Underwriting RepSystem (URS)
reports, including

* a description of the URS reports
» URS report requests and retrieval, and
* a listing of the available URS reports.

December 23, 2010

The Underwriting Report System (URS) is the sysit@im which all post
endorsement technical reviews (PETRS) are entgred completion. The
URS generates reports that provide detailed and sugndzda on the results
of PETRs

Reference: For more information on URS and PETR data esiegHUD
4155.29.C.3

FHA staff may requedtRS reports by using the Report Request function in
FHA Connection (FHAC). The Report Retrieval funatin FEHAC is used,
later in a given day, to either

* retrieve the report, or
* check to see whether the request for the repedngpleted.

Reports can be retrieved in Portable Document Fo¢pdf) or Microsoft
Excel file (.xIs) format. Completed reports areimeained for fifteen days.

Continued on next page
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3. Underwriting Report System (URS) Reports, Continued

4155.29.B.3.c  The table below lists the RS reports that are available.

Available URS
Reports

Report Number/Name

Description

F17NHCA — URS Ratings
Change Report

This report lists, by underwriter review contractiie cases
for which the mortgage credit (MC) analysis revieting
and/or the valuation and underwriting documentsergv
(Val) rating for a selected level of review diffdre’om the
rating for the initial review.

The report includes information on the revieweasings,
and deficiency codes for the two levels of reviesing
compared for the selected type of review (post esetnent
and/or test (pre-closing) case).

F17NMCA — Lender Summary
Report

This report lists, by originator, the number ofesmghat
received Conforming, Deficient, Unacceptable, or
Mitigated ratings for the mortgage credit analysigew
(MC) and/or the valuation and underwriting docursent
review (Val) for the selected level of review aggé of
review (post endorsement and/or test (pre-closagg).

Also included in this report is the percentageeviewed
cases with the specified rating. The report carehaested
for a single lender or all lenders with reviewedeazwithin
the jurisdiction of the Homeownership Center’'s (HOC
jurisdiction.

Continued on next page
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3. Underwriting Report System (URS) Reports, Continued

4155.2 9.B.3 Available URS Reports (continued)

Report Number/Name Description
F17NNCA — URS Ratings This report lists, by originator and/or sponsorfagéhe
Detail Report case details of the review, including the

« type of review (post-endorsement and/or test (jwsHtg)
case)

review level

review ratings,

reviewer (HOC staff and/or contractor), and
deficiency codes.

This report can be requested for all lenders, &ineen
lending institution, or a single lender branch wiviewed
cases within the jurisdiction of th¢OC.

F17NOCA — URS Lender LetterThis report provides information on lender lettérat were
Report sent, or should have been sent, due to an “Unaaioiept
rating for the mortgage credit analysis review (M@y/or
the valuation and underwriting documents reviewl(Va

The following three different versions of the rejpcain be
requested:

« letters sent and not responded to by the lender
« letters sent and responded to by the lender, and
« |letters that should have been sent.

Each version of the report lists, by originator and
underwriter, the cases for which a letter was sangéhould
have been sent, either

« within the last 30 days or less
» more than 30 days and less than 90 days ago, or
» 90 days ago or later.

Continued on next page

9-B-10



HUD 4155.2

Chapter 9, Section B

4. Onsite and Remote Lender Monitoring Reviews

I ntroduction

Change Date

4155.29.B.4.a
Pur pose of
Onsiteand
Remote Lender
Monitoring
Reviews

4155.29.B.4.b
Basisfor
Targeting
Lenders

This topic contains information regarding onsitel aamote lender
monitoring reviews, including

* the purpose of onsite and remote lender monitaengews

* basis for targeting lenders

* the performance of onsite and remote lender mangaeviews
 elements of the review, and

« lender natification at the conclusion of the review

December 23, 2010

The purpose of the onsite and remote lender mongoeview is to

* ensure that lender practices are in compliance stétutory, regulatory, and
administrative loan origination and servicing reguients

» uncover mortgage finance fraud and abuse of HUQnaras

* identify lenders representing a high risk to FHAisurance funds and take
appropriate action to mitigate losses

* provide consistency in the resolution of probleelating to lender non-
compliance with FHA'’s loan origination and servigirequirements

* provide compliance guidance to FHA-approved lentteracrease loan
origination and to reduce servicing risks, and

* provide timely feedback to lenders to enable themiprove performance.

FHA targets lenders for onsite and remote monitpreviews based on

* default and claim rates

* portfolio loss mitigation scores
» complaints

* high risk programs

* portfolio charges, and

* other high risk patterns.

Continued on next page
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4. Onsite and Remote Lender Monitoring Reviews, Continued

4155.29.B.4.c
Perfor mance of
Onsiteand
Remote Lender
Monitoring
Reviews

4155.29.B.4d
Elementsof the
Review

9-B-12

The Homeownership Center’'s (HOC) Quality Assuradoasion (QAD)
conducts onsite and remote reviews that consist of

* interviews with lender officials and their emplege

* interviews with loan participants, including empdoy, gift donors, buyers,
and appraisers

an analysis of the lender’'s FHA-insured portfolios

an analysis of the lender’s origination and/or sx@ng policies

reviews of

—individual case files

-logs and computer records, and

—the lender’s Quality Control (QC) Program, and

an exit conference.

The areas covered by the onsite and remote revielwde, but are not
limited to

* implementation of &C Plan

* proper verification of all income, assets, andiliabs used to underwrite
and approve the loan

* proper verification of the adequacy and sourcauntls used for the
borrower’s required minimum investment

* proper calculation of the maximum mortgage amount

 accuracy and completeness of the FétdD-1, Settlement Satement

* proper endorsement of loans via Lender InsuranbeofLlsubmission to the
HOC

* timely payment of mortgage insurance premiums

» compliance with reporting requirements under thened/ortgage
Disclosure Act (HDMA)

* evaluation of rejected loans and loan pricing fosgble discriminatory
practices, and

» compliance with servicing requirements.

Continued on next page
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4. Onsite and Remote Lender Monitoring Reviews, Continued

4155.29.B.4e At the conclusion of the onsite and remote lendenitoring reviewQAD

L ender discusses any findings with the lend€AD also prepares a letter to the
Notification at  |ender that

Conclusion of
Review » outlines any deficiencies or other findings

* specifies any loans for which Indemnification Agremts are requested,
and

* states that the lender is required to respondyadentified findings.

Reference: For more information on Indemnification AgreertserseeHUD
4155.2 9.D.4and/or contact the HOC QAD.
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5. Neighborhood Watch Early Warning System

Introduction This topic contains information on the Neighborh®@dtch Early Warning
System, including

» a description of the Neighborhood Watch Early Wagrtystem, and
« types of Neighborhood Watch reports.

Change Date March 1, 2011

Continued on next page
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5. Neighborhood Watch Early Warning System, Continued

4155.29.B.5a  Neighborhood Watch Early Warning System is a wekelapplication that
Description of  displays loan performance data for single familyrtgages, lenders, and

the appraisers.

Neighbor hood

watch Early Origination loan information is displayed for a twear period and is updated
Sygtr;'nng on a monthly basis. The default data includeseturlefaults and defaults

within the first two years from endorsement. Seng data is updated
monthly and may be viewed by servicers.

Neighborhood Watch is a tool that aids

* FHA staff in monitoring both lenders and FHA progiss and

* lenders in analyzing their owearly default and claim performance, and that
of
- sponsored third-party originators, and
- other lenders.

The system is designed to highlight exceptionsghabpotential problems are
readily identifiable. In addition, the system danused to identify loan
programs, geographic areas, and lenders that dampeg well.

The system provides the ability to identify andlgp@ patterns in loans that
became 90 days delinquent during their first twargeeither by geographic
area, or by originating lender.

The default data is based on the first time than$owithin the two year loan
origination period were first reported to HUD asd#ys or more delinquent.
Therefore, the default statistics include loans texre defaulted on, but have
been subsequently cured.

Reference: For more information on Neighborhood Watch fpossored
originations, seelUD 4155.2 2.B.6.e

Continued on next page
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5. Neighborhood Watch Early Warning System, Continued

4155.29.B.5b  Neighborhood Watch reports provide the ability evworigination and
Types of default data in two principal ways through the at#he following two
Neighborhood  different types of reports:
Watch Reports
» Early Warnings — These reports provide summary fbatan individual
lender or all lenders within various geographicaarselected by the
reviewer.
* Analysis — These reports provide the ability to pane all or specific
lenders within one geographic area to all or spet@hders within another
geographic area.
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6. Other Lender Monitoring Tools

I ntroduction

Change Date

4155.29.B.6.a
Pre-Closing
Test Cases

4155.29.B.6.b
Complaints

4155.29.B.6.c
Prior Lender
Sanctions

This topic contains information on other lender manng tools, including

* pre-closing test cases
» complaints, and
* prior lender sanctions.

December 23, 2010

Pre-closing test cases provide the ability to ieMender underwriting prior

to loan closing and endorsement. Whether for renldrs seeking
Unconditional DE authority for the first time omlgers who have been placed
on probation, pre-closing test cases allow Homeaositie Center (HOC)

staff to assess the knowledge and judgmenti@h@er’'s underwriter(s).

Complaints received from borrowers, counseling agg) appraisers, or
other lenders can assidOC staff in identifying problems, potential fraud, or
abuse.

A pattern of complaints may lead to an increageoist endorsement technical
reviews (PETRS) or other actions by th@C.

When problems, complaints, or other performanagessirise, a review of
any prior lender sanction imposed may provide bemkgd and other helpful
information for addressing current issues.
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Chapter 9, Section C

Section C. Post Endorsement Technical Review (PETR)

Procedures
Overview
Contents This section contains the topics listed in the table below.
Topic Topic Name See Page
1 Targeting Lenders for Post Endorsement 9-C-2
Technical Reviews (PETRS)
2 PETR Ratings 9-C-4
3 PETR URS Data Entry Requirements 9-C-6
4 Deficiency Letters and Lender Responses 9-C-10
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1. Targeting Lenders for Post Endorsement Technical
Reviews (PETRS)

Introduction This topic contains information on targeting lenders for post endorsement
technical reviews (PETRS), including

e requirement for the percentage of cases reviewed for new Direct
Endorsement (DE) lenders

e requirement for the percentage of cases reviewed for existing DE lenders,
and

e requirement for the percentage of cases reviewed for DE lenders released
from probation status.

Change Date December 23, 2010

4155.29.C.1.a  FHA performs post endorsement technical reviews (PETR) on 100% of the
PETR for New  first 30 cases originated by a new lender that is granted unconditional Direct
DE Lenders Endorsement (DE) approval.

4155.29.C.1.b  For existing DE lenders, the percentage of cases requested for post

PETR for endorsement technical reviews (PETR) is established at 5% of endorsed loans

Existing DE originated by each lender’s home and branch offices. A higher percentage of

Lenders reviews may be set at the Homeownership Center’s (HOC) discretion, based
on

e the percentage of the lender’s cases receiving an Unacceptable rating
e the recommendation of the Quality Assurance Division (QAD)
e complaints from
— borrowers
— counseling agencies
— appraisers
— lender’s staff, or
— other lenders, and
e other factors considered appropriate by the HOC.

Continued on next page
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HUD 4155.2 Chapter 9, Section C

1. Targeting Lenders for Post Endorsement Technical
Reviews (PETRS), Continued

4155.29.C.1.c  When a lender is returned to unconditional DE approval following a period of
PETR for DE  probation, then

Lenders
E? (IjigsggnFrom e all cases are subject to PETRs for the first six months, or
Status e FHA reviews 100% of the first 30 cases.
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2. Post Endorsement Technical Review (PETR) Ratings

Introduction This topic contains information on post endorsement technical review (PETR)
ratings, including

e risk-based evaluation of loans, and
e PETR ratings.

Change Date December 23, 2010

4155.29.C.2a  Lenders are advised that the PETR process is substantially different from the
Risk-Based mortgage monitoring performed by the Homeownership Centers (HOC) and
Evaluation of  other Departmental reviews of insured mortgage operations.
oans
Recent changes have been made to FHA’s loan review process in order to
clearly identify which loans pose too great a risk to FHA and which loans
contain errors or other deficiencies.

Reference: For information on post endorsement technical review (PETR)
rating guidance, see HUD 4155.2 9.C.2.b.

4155.29.C.2b  The reviewer conducting the PETR assigns one of the ratings in the table
PETR Ratings  below to both the Mortgage Credit and the Valuation/Underwriting.

Rating Description
Conforming The loan presents an acceptable level of risk, and no documentation
deficiencies or processing errors were identified.

The basic eligibility of the borrower and/or property for FHA
mortgage insurance is not questioned.
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HUD 4155.2

Chapter 9, Section C

3. Post Endorsement Technical Review (PETR) Underwriting
Report System (URS) Data Entry Requirements

Introduction

Change Date

4155.29.C.3.a
Accessing the
Underwriting
Report System
(URS) Module

4155.29.C.3.b
PETR Review
Levels

This topic contains information on post endorsement technical review (PETR)
Underwriting Report System (URS) data entry requirements, including

e accessing the URS module

e PETR review levels

e entry of ratings and deficiency codes into URS, and
e entry of narrative information into URS.

December 23, 2010

FHA reviewers must enter all Post Endorsement Technical Review (PETR)
data into the Underwriting Report System (URS). The URS data entry screens
provide for the entry of overall ratings, deficiency codes, and narrative in
connection with a PETR.

The URS module is found under the Single Family Origination Menu in FHA
Connection (FHAC).

Reference: For more information on URS and URS reports, see HUD 4155.2
9.B.3.

The table below describes the four levels of review that may be completed for
a loan.

Note: For the Lender Insurance (LI) program, the review requirements are
the same, however, on the LI case binders (loans), URS displays an Integrity
Review of Endorsement Data field before the initial review level is
performed.

Review Level Description

Initial The initial review level is completed for the first
PETR of a loan.

Note: The initial review level may be completed by
Homeownership Center (HOC) staff or by a
contractor.

Continued on next page
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Chapter 9, Section C HUD 4155.2

3. Post Endorsement Technical Review (PETR) Underwriting
Report System (URS) Data Entry Requirements, Continued

PETR Review Levels (continued)

Review Level Description
Quiality Control The Quality Control (QC) level is used to enter the
results of QC reviews of the initial reviews performed
by contractors.
GTR/Supervisory The Government Technical Representative

(GTR)/Supervisory review level is used to confirm or
revise changes in ratings made at the QC level.

Note: The GTR/Supervisory review level may be
completed by a PUD supervisor or designated senior
PUD staff.

Additional Review | The “Additional Review” level of review is used to

e enter changes in ratings based on lender responses
to ratings from earlier level reviews, or

e otherwise confirm or change ratings from earlier
review levels.

Note: The Additional Review level is also used to
change the Unacceptable rating to Mitigated in either
or both “Val/UW” or “MC” rating categories.

Continued on next page
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HUD 4155.2

Chapter 9, Section C

3. Post Endorsement Technical Review (PETR) Underwriting
Report System (URS) Data Entry Requirements, Continued

4155.29.C.3.c
Entry of
Ratings and
Deficiency
Codes into URS

4155.29.C.3d
Entry of
Narrative
Information
into URS

For both the Mortgage Credit (MC) and Valuation Underwriting (Val/UW)
of a loan, the reviewer must enter a rating of either

e Conforming
e Deficient, or
e Unacceptable.

Whenever a rating of Deficient or Unacceptable is entered, the reviewer must
enter at least one deficiency code.

References: For more information on
e PETR ratings, see HUD 4155.2 9.C.2.b, and
e PETR deficiency codes, HUD 4155.2 12.B.4.

After conducting a PETR, the reviewer must enter into URS narrative
explanations for

e each deficiency code cited, and
e any rating changed from a previous review level.
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HUD 4155.2

4. Deficiency Letters and Lender Responses

Introduction

Change Date

4155.29.C4.a
Requirement
for Issuing a
Deficiency
Letter

4155.29.C4.b
HOC
Processing of
Lender
Responses

9-C-8

This topic contains information on deficiency letters and lender responses,
including

e the requirement for issuing a deficiency letter, and
e HOC processing of lender responses.

December 23, 2010

The Homeownership Center (HOC) must issue a deficiency letter to the
lender for each loan receiving a rating of Unacceptable for Mortgage Credit
(MC) and/or Valuation/Underwriting (Val/UW). The letter must

e identify the specific deficiencies upon which the unacceptable rating was
based, and

e provide the lender with 45 days (unless an extension is granted) to submit a
response in writing, including any explanations or documentation
explaining the decision to approve the mortgage. LI lenders are required to
submit their responses electronically within 10 business days.

Note: The HOC may extend the time period for the lender’s response based
on requests from the lender or other factors. Failure to respond satisfactorily
may result in a request from the HOC to indemnify HUD against loss.

The HOC must review the lender’s response and any additional
documentation provided by the lender, and take one of the actions listed in the
table below.

If the lender ...

adequately addresses the deficiencies
on which the Unacceptable rating
was based

Then the HOC ...

¢ changes the Unacceptable rating to
Mitigated in the Underwriting
Report System (URS), and

e notifies the lender that the post
endorsement technical review
(PETR) has been closed.

Continued on next page
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HUD 4155.2

Chapter 9, Section C

4. Deficiency Letters and Lender Responses, Continued

HOC Processing of Lender Responses (continued)

If the lender ...

Then the HOC ...

e does not respond to the deficiency
letter, or

e does not provide a response that
adequately addresses the
deficiencies on which the
Unacceptable rating was based

forwards a recommendation to the
Quality Assurance Division (QAD)
for an Indemnification Agreement.
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Section D: Lender Sanctions

Overview

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 General Information on Lender Sanctions 9-D-2
2 Lender Probation 9-D-3
3 Withdrawal of Direct Endorsement Authority. 9-D-6
4 Use of Indemnification Agreements 9-D-9
5 Civil Money Penalties 9-D-10
6 Sanctions Against Individuals and Other 9-D-15

Program Participants
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HUD 4155.2

1. General Information on Lender Sanctions

I ntroduction

Change Date

4155.29.D.1.a
Application of
Sanctions
Against a
Lender

4155.29.D.1b
Types of

L ender
Sanctions

9-D-2

This topic contains general information on lenderctions, including

* the application of sanctions against a lender, and
* the types of lender sanctions.

December 23, 2010

Various sanctions exist that allow the Homeowngr&enters (HOCs) and
FHA the flexibility to respond appropriately to angncompliance action by
a Direct Endorsement (DE) lender or other programtigpant.
Noncompliance actions vary significantly in thesope and effect. The more
serious the scope and effect of the action, theereerious the sanction
applied.

When deciding what sanction to apply against adenéHA considers

* the seriousness and extent of the violation(s)
* the degree of fault on the part of the individuathee mortgage lender, and
 any mitigating factors.

The following sanctions may be imposed#®Cs and/or the Mortgagee
Review Board (MRB):

* lender probation

» withdrawal ofDE status

 withdrawal of FHA approval

* indemnification agreements

« civil money penalties, and

* sanctions against individual program participants.
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Chapter 9, Section D

2. Lender Probation

I ntroduction

Change Date

4155.29.D.2.a
Applicability of
the Probation
Sanction

4155.29.D.2.b
Elements of
Lender
Probation

This topic contains information on lender probatimcluding

* the applicability of the probation sanction

 elements of lender probation

* lender notification of probation

* the effective date of the probation, and

* the reasons for returning a lender to pre-closaviemw status.

December 23, 2010

The probation sanction is applied to the mortgageér’s office (branch or
main) that submitted the non-complying cases. Sdmetion generally
applies to an

* individual branch or home office of a mortgage lendnd
* individual field office jurisdiction.

However, the Homeownership Center (HOC) has diseréd impose the
sanction against all of a lender’s offices, orodfices within a field office
jurisdiction.

When a mortgage lender’s main office or branchceffails to comply with
Direct Endorsement (DE) Program requirementsHB€ may place the
office on probation. The sanction imposed underémder probation
depends upon the seriousness of the problems dictedeies exhibited by
the lender. FHA views a return to pre-closing fats the most serious
sanction.

The table below lists the various elements that beainvolved in a lender’s
probation.

Probation Element Description
Training The lender’s underwriter, or other teclahstaff,
may be required to attend appropriate training
sessions.
Technical Reviews TheOC may increase the percentage of lender
cases subject to technical reviews.

Continued on next page
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HUD 4155.2

2. Lender Probation, continued

4155.29.D.2.b Elementsof Lender Probation (continued)

4155.29.D.2.c
L ender
Notification of
Probation

9-D-4

Probation Element

Description

Pre-closing Review
Status

TheHOC may

* place a lender back in pre-closing review staty
and

« subject the lender’s cases to technical
underwriting reviews and firm commitment
processing prior to endorsement.

Pre-closing review status continues until the

* lender corrects underwriting deficiencies, or
* lender’'sDE approval is withdrawn.

Reference: For information on reasons for placir
a lender in pre-closing review status, see HUD
4155.29.D.2.e

Lender Audit

ThedOC may require the lender to perform a
review or audit of its underwriting processes and
report results to thelOC.

TheHOC may also conduct an onsite lender
monitoring review.

Quality Control Plan

ThelOC may require the lender to make changes
to its Quality Control (QC) Plan. F

TheHOC must send a written notice of the probation actothe mortgage
lender. The probation notice explains the

* probation elements being applied, and
» non-complying action that precipitated the probatio

Reference: For more information on the format for the proota letter, see

HUD 4155.2 12.C.4

Continued on next page
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2. Lender Probation, continued

4155.29.D.2d
Effective Date
of Probation

4155.29.D.2.e
Reasons for
Returning a
Lender to Pre-
Closing Review
Status

Lender probation is effective immediately upon ribeeipt of theHOC
notification letter by the mortgage lender.

TheHOC must return a lender to pre-closing review stanuder the
circumstances listed below.

* A lender’s branch or only office has had 20% or enairits post
endorsement technical review (PETR) cases rateddgpsable for two
consecutive quartersNéte: The lender must have had at least 50 cases
subjected te?ETRsduring each quarter, or such lower number as
established by thdOC).
* After review of a lender’s cases, the
— HOC identifies a pattern of fraud of which the lendexs aware, or
should have been aware, and

— Quality Assurance Division (QAD) has recommendet the lender be
returned to pre-closing status based on the resiutissite or other
reviews conducted of that lender.
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3. Withdrawal of Direct Endorsement (DE) Authority

Introduction This topic contains information on the withdrawaDorect Endorsement
(DE) authority, including

» withdrawingDE lender approval status

« notification of the withdrawal dDE lender status

* the effective date of thBE lender status withdrawal

* the lender/Homeownership Center (HOC) informal eosrice and follow-
up

= Mortgage Review Board (MRB) withdrawal of FHA baaigproval

* the effect of the withdrawal @E and/or FHA approval on cases in
process, and

 withdrawal ofDE authority for excessive default and claim rates.

Change Date March 1, 2011

4155.29.0.3a  The Homeownership Center (HOC) may withdraw thee€iEndorsement
Withdrawing  (DE) lender approval of any lender’s branch ofticat demonstrates a pattern

DE Lender or practice of failing to comply with FHA underwirigy guidelines or other
gthtWOVal program requirements.
atus

Continued on next page
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3. Withdrawal of Direct Endorsement (DE) Authority, Continued

4155.29.D.3.b
Notification of
Withdrawal of
DE Lender
Status

4155.29.D.3.c
Effective Date
of the DE
Lender Status
Withdrawal

4155.29.D.3d
Lender/HOC
Informal
Conference and
Follow Up

TheHOC must send written notice of the withdrawalDi lender status to
the lender. The notice

* is sent and applies specifically to the lenderfgcefthat submitted the non-
complying cases

* states the grounds for action, and

« informs the lender of the right to an informal cerg@ince before the
decision-makingiOC.

Note: Copies of the notice are sent to the
» Office of Lender Activities and Program Compliaf@LAPC), and
* Single Family Development Division.

References: For more information on the
« informal conference with thd OC, seeHUD 4155.2 9.D.3.dand
« format for the withdrawal letter, sédUD 4155.2 12.C.6

DE lender status withdrawal is effective immediat@hpn receipt of the
notice by the lender.

The purpose of the informal conference betweeneth@er and thélOC is to
provide the lender with the opportunity to

* address the grounds for the action as stated indtiee

» make documentary and oral presentations, and

* advise theHOC decision-maker as to what actions, if any, theléerhas
taken to address the problems identified.

Following the informal conference, ti#OC decision-maker advises the
lender, in writing, as to whether the withdrawas lheen rescinded, modified,
or affirmed.

Continued on next page
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3. Withdrawal of Direct Endorsement (DE) Authority, Continued

4155.29.D.3.e
MRB
Withdrawal of
Basic FHA
Approval

4155.29.D.3.f
Effect of
Withdrawal of
DE and/or FHA
Approval on
Casesin
Process

4155.29.D.3.g
Withdrawal of
DE Authority
for Excessive
Default and
Claim Rates

9-D-8

The Mortgagee Review Board (MRB) reviews case®nbsas non-
compliance witlDE program requirements and may issue a letter of
reprimand, probation, suspension or withdrawakbioy lender in violation of
FHA requirements, the non-discrimination requiretaef the Equal Credit
Opportunity Act (ECOA), the Fair Housing Act, oré&outive Order 11063.

Only theMRB, andnot aHOC, may withdraw a lender’s basic FHA
approval. Withdrawal of basic FHA approval appliesll offices of the
mortgage lender.

Withdrawn FHA approval means that the lender mayoniginate, service, or
purchase any FHA-insured mortgages.

References: For information on
* applying for FHA approval, s¢eUD 4155.2 2.A.1.dand
* the Mortgagee Review Board, dé¢&/D 4060.2

A mortgage involving a borrower whose applicaticssvapproved on or
before the date that the lender received notiticatf the withdrawal of its
DE or FHA approval, may be closed under e Program and submitted to
FHA for endorsement.

The lender must transfer all other applicationgrimcess to anoth&E-
approved lender for completion of processing, ssbian and endorsement.

HUD can use its regulatory authority to terminateraler’s authorization to
underwrite single family loans in specific geograpdreas where the lender
has a high rate of early defaults and claims.

SeeML 10-03for more information on the review, appeal andisgtement
processes, criteria for termination, and mitigafiagfors.

Reference: For more information olender approval, s¢éUD 4060.1REV-
2, Mortgagee Approval Handbook.
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4. Use of Indemnification Agreements

I ntroduction

Change Date

4155.29.D.4.a
Use of
Indemnification
Agreements

4155.29.D0.4.b
Who Requests
I ndemnification

4155.29.D.4.c
Termsof an
Indemnification
Agreement

4155.29.D.4d
Duration of an
Indemnification
Aqgreement

This topic contains information on the use of indéfroation agreements,
including

* use of indemnification agreements

» who requests indemnification

* the terms of the indemnification agreement, and
* the duration of an indemnification agreement.

December 23, 2010

Lender violations that significantly increase FHA'sk, and were caused by
fraud or negligence on the part of the lender, khaesult in an
indemnification agreement with the lender.

Indemnification is requested by either the

» Homeownership Center (HOC), through the Qualityukasce Division
(QAD), when appropriate, or

* Office of Lender Activities and Program Compliaf{fGd.APC), located at
FHA Headquarters, in lieu of referring the mattethe Mortgagee Review
Board (MRB).

Under an indemnification agreement, the originatergler agrees to either

* abstain from filing an insurance claim, or
* reimburse FHA if a subsequent holder of the morg@gs an insurance
claim and FHA suffers a financial loss disposingha property.

The term or duration of an indemnification agreeteamies according to the
severity of the violation. Typically, the agreemeneffective for five years
from the date of the agreement, but may extend fonger period at FHA'’s
discretion.
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5. Civil Money Penalties

I ntroduction

Change Date

4155.29.D.5.a
Groundsfor
Civil Money
Penalties

9-D-10

This topic contains information on civil money pé#igs, including

* grounds for civil money penalties

» who may receive a civil money penalty

» who imposes a civil money penalty

* referring a case for consideration of a civil mopeyalty, and

» examples of program violations warranting civil regrpenalties.

March 1, 2011

FHA may impose civil money penalties upon thoséiest(both individual
and corporate) connected with an insured mortgdgeknowingly and
materially

» donot implement a Quality Assurance (QA) Plan

» demonstrate a pattern of egregious violations oA pdlicy

» submit false information or falsely certify to tRelA, or

* submit a false certification by another personrditgto the FHA.

References:

» For more information on civil money penalties, 8deCFR 30

» For examples of program violations warranting cmibney penalties, see
HUD 4155.2 9.D.5.eand

* For a definition of knowingly and materially,” seeHUD 4155.2 9.D.5.d

Continued on next page
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Chapter 9, Section D

5. Civil Money Penalties, continued

4155.29.D.5.b
Who May
Receive a Civil
Money Penalty

4155.29.D.5.c
Who Imposesa
Civil Money
Penalty

FHA is authorized to pursue civil money penaltigaiast any owners,
officers or directors of an FHA-approved lendervalations of program
requirements. FHA may also pursue civil money figgsagainst any

* non-FHA approved or unauthorized individual or grtihat originates an
FHA-insured loan
* participant in FHA programs that causes or pardgp in any violation set
forth in Section 536(b)(1) of the National Housitxgt (NHA)
* other program participants, including but not lieqitto
—real estate agents and brokers
— appraisers and inspectors
—borrowers
— mortgage brokers and third-party originators, and
- closing agents and title companies.

The imposition of civil money penalties is the resgibility of the

* Mortgagee Review BoardMRB), for penalties against mortgage lender
program participants, and

* Assistant Secretary for Housing/Federal Housing @@sioner, for
penalties against any other participants.

Continued on next page
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5. Civil Money Penalties, continued

4155.29.D.5d  The table below describes the process for refeaingse to either tidRB

Referring a or the Assistant Secretary for Housing/Federal Hmu€ommissioner for
Case for consideration of a civil money penalty.
Consideration
of a Civil
Money Penalty
Stage Description

1 The Homeownership Cent¢t@C) refers a lender or other
program participant for consideration of a civil mey penalty,
making sure that the referral is based upon adegiatumentation
that the program participakmhowingly and materially engaged in
violations of the FHA'’s rules or requirements.

Note: The term

* “knowingly” means that the program participant
- had actual knowledge of the violations
- should have known of the acts, or
—was acting with deliberate ignorance or recklessegjard of

the FHA'’s requirements, and

» “materially” means that the violations have a financial impact
FHA or may have influenced an FHA decision (suckwhsther
to endorse a mortgage for insurance).

Continued on next page
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5. Civil Money Penalties, continued

4155.29.D.5.d Referring a Casefor Consideration of a Civil Money Penalty (continued)

Stage Description
2 The Director of the Office of Lender Activitieac Program Compliance
(OLAPC) located at FHA Headquarters reviewsHi@C referral for

« full factual background of the violations

« citation(s) of violated FHA regulations or requirents

« all supporting documentation of the violations, and

« all information that the program participant prexsty submitted to thelOC.

3 The Director of th©LAPC coordinates the referral and, if appropriate, stdbom
the case to thBIRB or to the Assistant Secretary for Housing/Feddmalsing
Commissioner for action.

Continued on next page
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5. Civil Money Penalties, continued

4155.29.D.5e  Examples of knowingly and materially” engaging in program violations
Examples: include the

Program

y\/lglra:lelxg?ii « transfer of an insured mortgage to a mortgage lemoeapproved by FHA
Civil Mone?/ * use of escrow funds for any purpose other thanftimathich they were
Penalties received

« falsely certifying or submitting a false certifiecat by another person

« failure to comply with mortgage servicing requirermse

» submission of false information in connection watiy insured mortgage
transaction

* hiring or employing an individual such as an offiadirector, principal or
employee, whose duties involve programs adminidtbyethe FHA, while
that individual is under suspension or debarmernthbyFHA

« failure to comply with any agreement, certificatimncondition set forth or
applicable to the application of a mortgage lerideapproval by the FHA

» failure by a mortgage lender to segregate escromsfueceived from
borrowers and to deposit such funds in a spec@wat with a federally-
insured depository institution

* hiring or retaining an agent whose duties involk@gpams administered by
the FHA while such agent is under suspension oarmtebént by the FHA

« failure to remit, or timely remit, Mortgage InsucanPremiums (MIPSs),
loan insurance charges, late charges or interest s

» failure to timely submit documents that are congketd accurate in
connection with a conveyance of property or a clmnminsurance benefits,
and

» failure to comply with the provisions of the Realtéie Settlement
Procedures Act (RESPA) and the Home Mortgage DescAct (HMDA).

9-D-14
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6. Sanctions Against Individuals and Other Program
Participants

I ntroduction

Change Date

4155.29.D.6.a
Palicy on
Imposing
Sanctions

4155.29.D.6.b
Employee
Improprieties
May Be
Attributed to
the
Organization

This topic contains information on sanctions agaimdividuals and other
program participants, including

* the policy on imposing sanctions

» employee improprieties may be attributed to theanization
* the types of sanctions

* the Limited Denial of ParticipatiorDP) sanction, and

» debarment.

December 23, 2010

FHA may impose sanctions upon individuals and carngsainvolved in FHA
programs who demonstrate a lack of business regpliys

Examples:
* Direct EndorsemenfE) underwriters
» FHA Roster appraisers or inspectors
* real estate agents or brokers, pest control opstand so on, or
» companies who participate in FHA programs, such as
- real estate companies, and
— appraisal and inspection companies.

Reference: For more information on imposing sanctions aividuals and
companies, see 24 CFR 24.

Criminal, fraudulent or other seriously impropendact by DE underwriters
or other mortgage lender employees may be attiabigt¢he organization
with which the employee is connected when the ippety is performed
within the course of the employee’s official duty.

Such impropriety may result in appropriate admmtste sanctions against
the DE mortgage lender.

Continued on next page
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6. Sanctions Against Individuals and Other Program
Participants, Continued

4155.29.D.6.c  The two types of sanctions to be imposed on indaisl and other program

Types of participants (companies) include
Sanctions

* Limited Denial of ParticipationLDP), and
» debarment.

References: For more information on
* the LDP sanction, seelUD 4155.2 9.D.6.dand
e Debarment, sedUD 4155.2 9.D.6.e

Continued on next page
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6. Sanctions Against Individuals and Other Program
Participants, Continued

4155.29.D.6.d  An LDP excludes a specific person from participating spacific program,

LDP Sanction  or programs, within a Homeownership CenteHOC) geographic
jurisdiction, for a specific period of time. AP is normally issued by a
HOC, but may be issued by a HUD Headquarters office.

The table below provides details on the LDP sanctio

L DP Infor mation

Description

LDP

Causes for Issuing anAn LDP may be issued against an individual, a contractoother

program participant based upon adequate evidenaeyodf the
following:

« approval of an applicant who is an unsatisfactaly r

* irregularities in a person’s past performance ifFBii\ program

« failure of a person to maintain the prerequisitesligibility to
participate in an FHA program

« failure to honor contractual obligations or to gred in accordance
with contract specifications or HUD regulations

« failure to satisfy, upon completion, the requiremsesf an assistancg
agreement or contract

« deficiencies in ongoing construction projects

« falsely certifying in connection with any FHA pragn, whether or
not the certification was made directly to FHA

« commission of an offense as listed?h CFR 24.800

* imposition of arLDP by any other HUD office

* violation of any law, regulation, or procedure telg to the
application for financial assistance, insuranceguarantee, or to the
performance of obligations incurred pursuant teaagof financial
assistance or pursuant to a conditional or finahrmitment to insure
or guarantee

« failure to proceed in accordance widiic underwriting guidelines in
all aspects of loan origination, such as architettteview, property
analysis, mortgage credit analysis, underwritinglglines, and
closing requirements

* making or procuring to be made any false staterfoerihe purpose
of influencing in any way an action of the Depanti&nd

» debarment or suspension by another Federal ageneyny cause
substantially the same as provide@hCFR 24.800

Continued on next page
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6. Sanctions Against Individuals and Other Program
Participants, Continued

4155.29.D.6.d LDP Sanction (continued)

LDP Information

Description

Causes for Issuing dtbDP
(cont.)

Exceptions. FHA-approved mortgage lenders are not eligibleg
for LDP.

Note: A decision to order abDP is discretionary and should g
imposed only in the best interest of Government.

Reference: For more information ohDPs, see24 CFR 24.110(
through 24.1165.

Scope olLDP

An LDP generally extends only to participation in thegreom
under which the cause arose. Howevel, 2R may, at the
discretion of the authorized official, extend tbert programs,
initiatives, or functions within the jurisdictiorf an Assistant
Secretary.

The authorized official may determine that a samctwill apply
to all programs throughout HUD when the sanctiolbased on
an indictment or convictian

Duration ofLDP

TheLDP sanction may be imposed for a period not to exdeed

months, and is limited to the geographic jurisdictof theHOC
imposing the sanction.

LDP Processing and
Appeal Procedures

LDP processing and appeal procedures are set foith @©FR
24.1100through 24 CFR 24.1165

9-D-18
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6. Sanctions Against Individuals and Other Program
Participants, Continued

4155.29.D.6.e  The table below provides details regarding debatmen

Debar ment

Debar ment Information

Description

Who May Impose
Debarment

A HOC, or the Deputy Assistant Secretary for Single Fami
Housing may refer persons or companies to FHA Headegrs
for proposed debarment proceedings. Only the fesdis
Secretary for Housing/Federal Housing Commissiomey
actually impose debarment.

Causes for Proposing a
Debarment

Reasons for imposing debarment are liste?irtCFR 24.800
and include

« criminal conviction or civil judgment for commissi®f fraud

* violation of the terms of a public agreement onsaction so
serious as to affect the integrity of an agencymm

« any other serious or compelling cause that affietpresent
responsibility of a person, or

« material violation of a statutory or regulatory yiaon or
program requirement.

Scope of Debarment

Debarment excludes the panwglokibarred from all Federal
Government programs.

Duration of Debarment

Debarment should be commateswvith the cause of the
debarment, but generally does not exceed 3 years.

Debarment Processing andDebarment processing and appeal procedures di@tbein 24

Appeal Procedures

CER 24.805hrough 24 CFR 24.885

9-D-19
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Section A: Policies on Changes After Endorsement

Overview

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 General Information on Changes After 10-A-2
Insurance Endorsement
2 Changes Allowed/Not Allowed After 10-A-3
Insurance Endorsement
3 Handling Corrections to Original Instruments 10-A-6
After Insurance Endorsement

10-A-1



Chapter 10, Section A

HUD 4155.2

1. General Information on Changes After Insurance
Endorsement

I ntroduction

Change Date

4155.210.A.1a
Effect of
Changeson the
Existing
Contract of
Insurance

4155.210.A.1b
Compliance
With
Regulations
When Allowing
Changes

10-A-2

This topic contains general information on chargfésr mortgage insurance
endorsement, including

* the effect of changes on the existing contrachsfitfance, and
» compliance with regulations when allowing changes.

March 24, 2011

The lender and borrower may agree to change thegage terms (loan
modification) or otherwise change the nature ofdhkgation or the security
(property) after the mortgage has been insured.

When this occurs, and such practice is acceptataerwstate laws, the
existing contract of insurance remains in effect.

Reference: For information on forbearance agreementsHiéb 4330.1
Administration of Insured Home Mortgages, REV-5, Chapter 8.

Lenders are reminded that when deciding whethaobto allow a change to
an existing mortgage, they are expected to abide by

* the Fair Housing Act

* the Equal Credit Opportunity Act (ECOA)

» Executive Order 11063, and

* FHA regulations issued pursuant to these autheritie

Reference: For information on the Fair Housing AGCOA and Executive
Order 11063, sedUD 4155.21.B
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2. Changes Allowed/Not Allowed After Insurance
Endorsement

I ntroduction

Change Date

4155.210.A.2.a
Types of
Changes
Requiring Prior
FHA Approval

This topic contains information on changes allowetlallowed after
insurance endorsement, including

* types of changes thatay be allowed but which require prior FHA approval
 approving a change in first payment or maturityedat

* requests for an increase in value, and

* requests to amend an application to include spassg#ssments.

March 24, 2011

The table below lists

* the types of changes made to the mortgage termoperty after insurance
endorsement that may be allowed but which requice FHA approval,
and

* references for locating additional information.

M ortgage Change Reference
A mortgage modification for more | SeeHUD 4330.1 Rev-5Chapter 3
than 10 years beyond the original | for processing procedures.
maturity date.
A partial release of securihot SeeHUD 4155.2 11ifor processing
resulting from condemnation. procedures.

Continued on next page
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2. Changes Allowed/Not Allowed After Insurance
Endorsement, Continued

4155.2 10.A.2.a Typesof Changes Requiring Prior FHA Approval (continued)

4155.2 10.A.2.b
Approving a
Changein First
Payment or
Maturity Date

4155.2 10.A.2.c
Requestsfor an
Increasein
Value

10-A-4

Mortgage Change Reference
A partial release of security resultingseeHUD 4155.2 11for processing
from condemnation, but the procedures.

condemnation does not meet the

requirements 024 CFR 203.389(n)
A change in the location of the SeeHUD 4155.2 10.Hor
dwelling (moving the dwelling to | processing procedures.
another lot) in other than emergency
circumstances.

If, after the loan is insured, a request is reaivwepostpone the first payment
date and/or maturity date, it is the policy of FikbAapprove, in justified
cases, the correction of delinquencies that ocdwri®r to insurance. This is
done by postponing the date of the first paymétawever, FHA doesot
approve the correction of delinquencies that oaftier insurance.

To effectuate requests for a postponement of teerfionthly payment due
date, the appropriate Homeownership Centers (H@Caathorized to
consent to a postponement of said date not to dx@@elays after the date of
endorsement. The new first monthly payment due datst be entered into
the Computerized Homes Underwriting ManagementeéaygCHUMS).

When occupancy of the property by the borroweelayed because of delays
in construction or other circumstances beyond tiredwer’s control, and the
mortgage has already been recorded, the lenderegagst FHA approval to
change the maturity date of the mortgage.

If a request for FHA approval is receivpdor to insurance and appears to be
reasonable, the appropridi®©C may authorize insurance of the mortgage.

FHA doesnot accept requests for an increase in value afterrégage is
insured.

Continued on next page
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2. Changes Allowed/Not Allowed After Insurance
Endorsement, Continued

4155.2 10.A.2.d
Requeststo
Amend an
Application to
Include Special
Assessments

It is impossible for FHA to grant a request to achan application to include
special assessments (which were liens prior tomsedoent for insurance),
received after the mortgage has been insured.téFhes of the regulations
under which a mortgage is insured govern the rightee lender from the
date of such insurance.

For previously-insured mortgages, some lenders

* require a waiver letter in connection with custoynauilding and use
restrictions, and

» also include requests for statements that cerfanial assessments payable
in future installments have been considered byFtHA in determining
value.

In reply to such requests, it is important thasthstatements be limited to the
building and use restrictions, anadt include the assessments.

HOCs arenot authorized to provide waivers on assessmentsthfter
mortgage is insured.
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3. Handling Corrections to Original Instruments After
Insurance Endorsement

I ntroduction

Change Date

4155.2 10.A.3.a
Correctionsto
Original

I nstruments

10-A-6

This topic contains information on handling correcs to original
instruments after insurance endorsement, including

* corrections to original instruments, and
* correcting two common types of errors.

March 24, 2011

Certain types of errors can be corrected in somedigtions without
destroying the identity of the original note arttgrefore, without requiring
the submission of new instruments for endorsement.

Because all types of errors cannot be describéusrhandbook, lenders must
request guidance from the appropriate HomeowneGaiger (HOC) for
individual cases.

Continued on next page
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Chapter 10, Section A

3. Handling Corrections to Original Instruments After
Insurance Endorsement, Continued

4155.210.A.3b The table below describes the procedure for hagdWuio common types of

Correcting TwWo errors.
Common Types
of Errors

Typeof Error

Procedural Guidelines

Incorrect Legal
Description

When there is an incorrect legal description, the

* lender may submit a new mortgage or deed of texg&icuted by
the interested parties, containing a recital toetfiect that the
instrument has been given for the purpose of congthe error
in the previous instrument of record, or

* transaction must be handled as a new case ihédsssary to
present a new credit instrument for insurance.

The final determination of the method used to axirtiee errors in
such cases should be left to the discretion ofehder, which is
responsible for being able to complete foreclosuithe event of
default, and otherwise comply with the insurancetiaet.

Note: If the change in the legal description involeeelease of
land intentionally included by the interested pmtas part of the
original security, follow the procedure for the fi@rrelease of
security found irHUD 4155.2 11

Incorrect or Discrepant
Signature on Mortgage o
Note

A lender may notify thédOC that a discrepancy in the signaturs
Such letters should be

» marked with the case number, and
 submitted to the appropriate HOC.

Upon receipt and review of the letter, the appiterHOC will

ron the various instruments exists, but that thégzsare the same.

2S

h

notify the lender of any further action that musttaken.

10-A-7
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Chapter 10, Section B

Section B: Changes in Home Location After Insurance

Overview

In This Section

Endorsement

This section contains the topics listed in theeadi#low.

Topic Topic Name See Page
1 Non-Emergency Procedure for Change in 10-B-2
Home Location After Insurance
2 Emergency Procedure for Change in Home 10-B-5
Location After Insurance

10-B-1
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1. Non-Emergency Procedure for Change in Home Location
After Insurance

Introduction

Change Date

4155.2 10.B.1.a
Background
Information on
a Change in
Home Location

4155.2 10.B.1.b
Lender Request
Requirements

10-B-2

This topic contains the procedures for a non-enmergehange in home
location after mortgage insurance, including

* background information on a change in home locaditer insurance

* lender request requirements, and

* processing a hon emergency request for a chartgeme location after
insurance.

March 24, 2011

Following insurance endorsement of a mortgageay be to the advantage
of the borrower, lender, and the FHA to removeltbme from the lot upon
which the appraisal for mortgage insurance wasdase

Reference: For more information on relocating a home, & 4150.1
Valuation Analysis for Home Mortgage Insurance.

To request a change in the location of a home afserrance, the lender must

* prepare a supplementary case binder containing
—the lender’s request, and
— supporting documentation (such as architecturalbésha copy of the
permit, and a description of materials), and
* submit the binder/request to the Homeownership €&RrtOC) for
processing.

Continued on next page
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Chapter 10, Section B

1. Non-Emergency Procedure for Change in Home Location
After Insurance, Continued

4155.2 10.B.1.c TheHOC will follow the steps in the table below to prosesrequest from a
Processing a lender for a change in the location of a home aftgurance.

The HOC will ...

Upon receipt of the request from the lender, iokday additional
information, if needed.

Analyze the proposal.

Determine whether or not the change of home ilocas
acceptable to FHA. Is the change of location atzd#e to FHA?

* If yes, go to Step 5.
* If no, go to Step 4.

Non-
Emergency
Request for a
Change in
Home Location
Step
1
2
3
4

If the change in location isacceptable

* notify the lender

* not maintain the supplementary binder

« retain a copy of the HOC decision in the loan seng file.

This step completes this procedure if the changeadsceptable.

Continued on next page
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HUD 4155.2

1. Non-Emergency Procedure for Change in Home Location
After Insurance, Continued

4155.2 10.B.1.c Processing a Non-Emergency Requesta Change in Home Location

(continued)

Step

The HOC will ...

5

If the change of location &cceptable

* prepare a letter to the lender stating that
—the lender has the responsibility for maintainingpad and
valid first lien
—approval is conditioned upon the completion ofriiw/e and
installation of the house in a manner satisfactoriyHA, and
- FHA will make appropriate property inspections &etmine if
the conditions upon which FHA based its approvakehaeen
met, and
* go to Step 6.

Note: If, after issuance of the letter, it is founatlhhe structure
will not be moved, it is not necessary to maintae
supplementary binder.

Once the home is relocated

« arrange for an inspection of the property to deteenf the move
of the structure has been satisfactorily accometisiand

 ensure that a certificate of occupancy is obtafnaa the local
jurisdiction.

Note: A comprehensive engineering report is needeshsure tha
the dwelling is structurally sound. A complianospection by an
FHA Roster inspector is required to ensure thditias are hooked
up, proper foundations are used, there is sat@fagrading and
drainage, repairs of damage are made, and anymticessary
corrections are completed.

Upon completion of a satisfactory inspection

« recall from Central Records the original insuredlechinder

* merge the supplementary case binder documentatiorhe
original case binder, and

* return the original case binder to Central Records.

10-B-4
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Chapter 10, Section B

2. Emergency Procedure for Change in Home Location After

Insurance

Introduction

Change Date

4155.2 10.B.2.a
Reasons for an
Emergency
Request for a
Change of
Location After
Insurance

4155.2 10.B.2.b
Processing an
Emergency
Request for a
Change in
Home Location
After Insurance

This topic contains information on emergency chamgfdocation after
mortgage insurance, including

* reasons for an emergency request for a changeme hacation after
insurance, and

* processing an emergency request for a change ie hmration after
insurance.

March 24, 2011

Following an earthquake or other disaster

* a structure located on a property that is sectoityan insured mortgage
may be hazardous, even if undamaged or only sjiglatinaged, or

* the surrounding area may be so hazardous as tlugeecontinued
occupancy of the residence.

Upon receipt of the lender’s request and suppleangmiase binder, as
described irHUD 4155.2 10.B.1.the appropriate Homeownership Center
(HOC) will

* prepare and sign a letter to the lender that
- states that the move is acceptable to FHA, and
- requests that the necessary information regartiegnove to the
permanent lot be supplied as soon as possible, and
» follow the procedures set forth lJD 4330.1 Administration of Insured
Home Mortgages, for further processing of the request.

10-B-5
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Chapter 11

Chapter 11. Partial Release of Security

1. When FHA Approval Is or Is Not Required for a Partial
Release of Security

Introduction

Change Date

4155.2 11.1.a
Lender’s Rights
Under the
Original
Contract

41552 11.1.b
Conditions
Under Which
FHA Approval
Is Not Required

This topic contains general information on when FHA approval is or is not
required for a partial release of the property securing an insured mortgage,
including

e the lender’s rights under the original contract

e conditions under which FHA approval is not required

e government actions for which FHA approval is not required, and
e requirements for release requests when FHA approval is required.

May 10, 2009

When FHA approves the release of a portion of the property securing an
insured mortgage, the lender's rights under the original contract for insurance
are not affected.

Per 24 CFR 203.389[n], FHA approval is not required for the voluntary or
involuntary partial release of the security provided that all of the following
conditions are met:

e the portion of the property being conveyed does not exceed 10 percent of
the area of the mortgaged property

e there is no damage to existing structures or other improvements, and there is
no unrepaired damage to sewer, water, or paving

e all of the payment received as compensation for the taking of the property is
applied to reduce the unpaid principal balance of the mortgage, and

e the conveyance occurs after insurance of the mortgage.

Note: If the lender files a claim for mortgage insurance benefits, the claim
must be accompanied by the lender’s certification that the above listed
requirements have been met.

Continued on next page
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HUD 4155.2

1. When FHA Approval Is or Is Not Required for a Partial
Release of Security, Continued

4155.211.1.c
Government
Actions for
Which FHA
Approval Is
Not Required

4155.211.1d
Requirements
for Release
Requests When
FHA Approval
Is Required

11-2

FHA approval is not required when there is a release of a portion of security
as a result of governmental action.

When the lender receives a request to join with the borrower in conveying a
portion of the security for an insured mortgage to a governmental agency of
use in connection with a road, highway or park project, or for other public
purposes, the lender may consent to the release without the prior approval of
FHA provided that

e the consideration is $300 or less, all of which will be applied to reduce the
outstanding balance of the insured mortgage, and

e the lender notifies the appropriate Home Ownership Center (HOC) of the
release by letter within 30 days of the lender’s signing of the release.

Per 24 CFR 203.343[a], when FHA approval is required, the lender must send
the request for approval of release in writing to the HOC with jurisdiction
over the property.

The written request must contain the following information:

e whether or not the mortgage is in good standing

e the amount of the outstanding principal balance

e the due date of the last unpaid installment and, if the mortgage is
delinquent, the number of delinquent payments

e a list of unpaid special assessments, if any, and the total amount payable

e a complete legal description of the property to be released

e the borrower’s reasons for requesting that the lender make the release,
including how the land to be released will be used

e the monetary consideration, if any, to be received by borrower

e the amount of a prepayment, if any, to the mortgage principal

e any restrictions to be imposed on the land to be released

e a survey or sketch of the property showing
— dimensions of portion to be released
— the location of existing and proposed improvements, and
— the relation of the property to surrounding properties

e plans and specifications, including cost estimates of any alterations
proposed for the remaining property after the release, and

e the case number of the mortgaged property.




HUD 4155.2

Chapter 11

2. FHA Procedures for Processing a Request for a Partial
Release of Security

Introduction

Change Date

4155.211.2.a
Information
Required From
the Lender

4155.211.2.b
Processing a
Partial Release
of Security
Request

This topic contains information on FHA procedures for processing a partial
release of security, including

e information required from the lender
e procedures for processing a partial release of security request, and
e requirements for insurance check endorsement by FHA.

May 10, 2009

For cases requiring FHA approval, the lender must submit to the appropriate
HOC

e the written request for the partial release of security , and
e separate appraisals that reflect the
— value before the partial release of security, and
— value of the remaining property after the partial release of security.

Reference: For information on the required information for the release
request, see HUD 4155.2 11.1.d.

Follow the steps in the table below to process a request for a partial release of
security.

Note: A partial release of security must only be approved when the remaining
property is an acceptable risk in all respects.

Step Action
1 Conduct an initial review to determine if the lender request
contains the required information as listed in HUD 4155.2 11.1.d.

Note: If the request does not contain all of the required
information, send a letter to the lender, specifying the missing
information, and return the uncompleted lender letter of request
and attached documentation.

Continued on next page
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2. FHA Procedures for Processing a Request for a Partial
Release of Security, Continued

4155.2 11.2.b Processing a Partial Release of Security Request (continued)

Step Action

2 Determine if any architectural processing and/or a site inspection is
necessary and, if necessary, send the request to the valuation
branch for an opinion.

Note: Notify the lender of any necessary architectural processing
and/or required site inspection of the remaining property after
release.

3 Conduct and document an analysis that includes development of
the following information:

e the estimated value before release
e the estimated value of the area to be released, estimating the
value as follows:
— if the area is not capable of separate utilization, indicate its
value as a fragmental portion of the entire property
— if the area is capable of separate utilization, indicate its value as
a building site for highest and best use to typical purchasers for
long term use, and
— if there is no area involved because the release involves a
property right only, indicate its value
e the loss in value attributed to severance, if any (this is in addition
to the value of the part to be released)
e the total loss in value
e the estimated cost of proposed improvements to the remaining
property
e the estimated value of the property remaining after release and
after completion of any proposed improvements, and
e the amount of special assessments for off-site improvements,
including accrued interest as of this date, which will remain
unpaid.
4 Determine whether the remaining mortgage security is less
marketable as a result of the severance at the Estimate of Value
determined in Step 3.

Continued on next page
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2. FHA Procedures for Processing a Request for a Partial
Release of Security, Continued

4155.2 11.2.b Processing a Partial Release of Security Request (continued)

Step

Action

5

Determine if a reduction in the mortgage amount is necessary.

Note: A reduction to the principal mortgage amount is not
necessary if the loan to value (LTV) ratio is 75 percent or less.
Apply the LTV percentage to the maximum mortgage amount
available after the release and after any proposed improvements
are completed.

Complete a disposition of the lender’s request. If the lender’s
request is

e approved, go to Step 7, or
e rejected, go to Step 8.

If the lender’s request is approved,

e notify the lender in writing that
— FHA approves of the release, and
— the lender still has continued responsibility for maintaining a
valid first lien on the mortgaged property, less the portion of
property conveyed under the FHA agreement, and
e this completes this procedure.

Continued on next page
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2. FHA Procedures for Processing a Request for a Partial
Release of Security, Continued

4155.2 11.2.b Processing a Partial Release of Security Request (continued)

Step Action
8 If the lender’s request is

e rejected, notify the lender in writing and place the papers in the
HOC general correspondence file, or
e rejected, but alternative methods may be suggested which will
allow for approval, then send a letter to the lender suggesting
either
— that the loan amount could be reduced to bring the LTV ratio
within the maximum legal limitation at the time of severance,
or
— that, in the event that the property is offered in exchange for
insurance benefits, the lender could agree to accept an amount
in insurance benefits that is calculated by subtracting the
amount necessary to bring the loan within the LTV ratio
limitation, effective at the time of severance, from the amount
to which the lender would be entitled were there no release.

Reference: For information on the requirements for insurance
check endorsement by FHA, see HUD 4155.2 11.2.c.

4155.211.2.c When an insurance company check in the settlement of losses is presented
Requirements  and requires the endorsement of FHA as one of the payees, the check is not

fcor: Inksurance deposited, but must be endorsed as follows by the appropriate HOC:
ec

Endorsement

by FHA Pay to the Order of [Named Borrower], Without Recourse

Assistant Secretary-FHA Commissioner

By

Home Ownership Center Director

11-6



HUD 4155.2 Chapter 12, Section A

Section A. Mortgage and Note Form Exhibits

Overview

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page

1 Exhibit 1: Model Mortgage Form 12-A-2

2 Instructions for Completing the Model 12-A-12
Mortgage Form

3 Exhibit 2: Model Note Form 12-A-16

4 Exhibit 3: Model Adjustable Rate Note Form 124 A-

5 Exhibit 4: Graduated Payment Rider 12-A-22

6 Exhibit 5: Graduated Payment Allonge 12-A-24
Amending Note

7 Exhibit 6: Growing Equity Allonge Amending 12-A-26
Note

8 Exhibit 7. Condominium Rider 12-A-27

9 Exhibit 8: Rehabilitation Loan Rider 12-A-29

10 Exhibit 9: Planned Unit Development Rider 1BA-

11 Exhibit 10: Tax-Exempt Financing Rider 12-A-33

12 Exhibit 11: Rider for Section 248 Mortgage 1288

13 Exhibit 12: Rider for Section 247 Mortgage 1BA

14 Exhibit 13: Non-Owner Occupancy Rider 12-A-38

15 Exhibit 14: Water Purification Equipment 12-A-40
Rider

16 Exhibit 15: Cooperative Rider 12-A-42

17 Exhibit 16: Construction Rider for 12-A-44
Construction/Permanent Mortgage

12-A-1



Chapter 12, Section A HUD 4155.2
1. Exhibit 1. Model Mortgage Form
Change Date March 1, 2011
4155.212.A.1.a The following is an example of tidodel Mortgage Form.
Model
Mortgage Form
Example (pg.1)
FHA Casze !
Space Above This Line for Recording Data
MORTGAGE
THE MORTGAGE (Secunty Instrument) 15 given on a0 The
whose address is
(Borrowet).
This Secunty Instrument is given to . which 15 org
existing under the laws of and whose address iz

{Lender). Borrower owes Lender the principal sutn of
Dollars (7.5, § ). Thiz debt iz evidenced by Borrowet™ s note dated the same date ¢
Security Instrument (Mote), which provides for monthly payments, with the full debt, if not p:
due and payahle on

Thiz Secunty Instrument secures to Lender: (2) the repayment of the debt evidenced by tt
mterest, and all renewals, extensions and modifications of the Mote: (h) the payment of all otk
with mterest, advanced under Paragraph 7 to protect the secunty of this Secunty Instrument; :
performance of Borrower s covenants and agresments under this Security Instrument and the
this purpose, Borrower does hereby mortgage, warrant, grant and convey to the Lender with ¢

the following described property located in County, Iic
which has the address of [Street] [City],
[State] [Zip Code], (Property Addr

TOGETHER WITH all the improvements now or hereafter erected on the property, and =
easements, appurtenances, and forures now or hereafter a part of the property. All replacerme
additions shall also be covered by this Security Instrument.  All of the foregoing is referred to
Security Instrument as the “Property.”

BORROWEER COVENANTS that borrower 15 lawully seized of the estate herehy conver
the right to mortgage, grant and convey the Property and that the Property 15 unencumbered, ¢
encumbrances of record.  Borrower warrants and waill defend generally the title to the Propert
claims and demands, subject to any encumbrances or record,

12-A-2

Continued on next page
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Chapter 12, Section A

1. Exhibit 1. Model Mortgage Form, Continued

4155212.A.1a
M odel
Mortgage Form
Example (pg.2)

THIE SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform

covenants with limited variations by jurisdiction to constitute a uniforn secunity mstrument covering real
property.

Borrower and Lender covenant agree as follows:

UNIFORM COVENANTS:

L.

Payment of Principal, Interest and Late Charge
Borrower shall pay when due the principal of, and interest on, the debt ewidenced by the Mote and late
charges due under the Note.

Monthly Payment of Taxes, Insurance, and Other Charges
Eorrower shall include in each monthly payment, together with the principal and mterest as set forth
i1 the Mote and any late charges, a sum for

{a) taxes and special assessments levied or to be levied against the Property,
{h) leasehold payments or ground rents on the Property, and

{c) premiums for insurance required under Paragraph 4. In any vear i which the Lender must pay a
mortgage insurance prermium to the Secretary of Housing and Urban Development (* Secretary™),
or i aty yvear i which such premium would have been required if Lender still held the Security
Instrument, each monthly payment shall also include either

{1) a sum for the annual mortgage msurance premivm to be paid by Lender to the Secretary, or

{i1) a monthly charge instead of a mortgage msurance pretmum if this Security Instrument iz held
by the Secretary, in a reasonahle amount to be determined by the Secretary. Except for the
monthly charge by the Secretary, these ttems are called "Escrow Itetns" and the sums paid to
Lender are called “Escrow Funds.”

Lender may, at any time, collect and hold amounts for Escrow Iterns i an aggregate amount not to
exceed the tnazimurm amount that may be required for Borrower's escrow account under the Real
Estate Settlernent Procedures Act of 1974, 12 U5 C. Sec. 2601 et seq. and implementing regulations,
24 CFR Part 3500, as they may be amended from time to time (RESPA), except that the cushion or
reserve perritted by RESPA for unanticipated dishursements or dishursements before the Borrower’s
payments are availahle in the account may not be based on amounts due for the mortgage insurance
prefium,

If the amounts held by Lender for Ezcrow [tems excesd the amounts permitted to be held by RESPA,
Lender shall deal with the excess funds as required by RESP A If the amounts of funds held by
Lender at any time are not sufficient to pay the Escrow Items when due, Lender may notify the
Borrower and require Borrower to make up the shortage as permmtted by RESEA.

Continued on next page
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HUD 4155.2

1. Exhibit 1. Model Mortgage Form, Continued

41552 12A.1a 4

M odel
Mortgage Form
Example (pg.3)

Monthly Payment of Taxes, Insurance, and Other Charges (continued)

The Escrow Funds are pledged as additional secunty for all sums secured by this Security Instrument.
If Borrower tenders to Lender the full payment of all such sums, Borrowers account shall be credited
with the halance rematning for all installient ttems (a), (b)), and (c) and any mortgage msurance
premivm installment that Lender has not become obligated to pay to the Secretary, and Lender shall
promptly refund any excess fonds to Borrower, Imtnediately prior to a foreclosure sale of the
Froperty or its acquisition by Lender, Borrower's account shall be credited with any balance
remaining for all installments for ttems (a), (b), and (c).

Application of Payments
All payments under Paragraphs 1 and 2 shall be applied by Lender as follows:

* First, to the mortgage meurance premium to be pad by Lender to the Secretary or to the monthly
charge by the Secretary instead of the monthly mortgage insurance premium;

* Second, to any taxes, special assessments, leasehold payments or ground rents, and fire, flood and
other hazard msurance prefmiums, as required,

e Third, to interest due under the Note;
+ Fourth, to amortization of the principal of the Note; and
+ Fifth to late charges due under the Note.

Fire, Flood, and Other Hazard Insurance

Borrower shall insure all improvements on the Property, whether now in existence or subsequently
erected, against any hazards, casualties, and contingencies, including fire, for which Lender requires
insurance. This insurance shall be mamntained in the amounts and for the periods that Lender requires.
Borrower shall also insure all wnprovements on the Property, whether now in existence or
subsequently erected, against loss by floods to the extent required by the Secretary. All insurance
shall be carried with companies approved by Lender. The msurance policies and any reneswals shall
be held by Lender and shall include loss payable clauses in favor of and i a form acceptable to,
Lender.

In the event of loss, Borrower shall give Lender immediate notice by mail. Lender may make proof of
loss if not made promptly by Borrower. Each insurance company concerned is hereby authorized and
directed to make payvment for such loss directly to Lender, instead of to Botrower and to Lender
jointly. All or any part of the msurance proceeds may be applied by Lender, at itz option, either

{a) tothe reduction of the indebtedness under the Note and thiz Secunty Instrument, first to- any
delingquent amounts applied m the order in Paragraph 3, and then to prepayment of principal, or

12-A-4
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Chapter 12, Section A

1. Exhibit 1. Model Mortgage Form, Continued

4155.212.A.1a 4,

M odel
Mortgage Form
Example (pg.4)

Fire, Flood, and Other Hazard Insurance (continued)

(b} tothe restoration or repair of the damaged Property. Any application of the proceeds to the
principal shall not extend or postpone the due date of the monthly payments which are referred to
i Paragraph 2, or change the amount of such payments. Any excess insurance proceeds over an
arnount required to pay all outstanding mdebtedneszs under the Note and thiz Securty Instrument
shall be paid to the entity legally entitled thereta.

In the event of foreclosure of this Security Instrument or other transfer of title to the Property that
distinguishes the mdebtedness, all nght, title and mterest of Borrower i and to msurance policies i
force shall pass to the purchaser.

Occupancy, Preservation, Maintenance and Protection of the Property; Borrower’s Loan
Application; Leaseholds

Borrower shall occupy, establish, and use the Property as Borrower's principal residence within sty
days after the execution of thiz Security Instrument (or within sptty days of a later sale or transfer of
the Property) and shall continue to occupy the Property as Borrowed principal residence for at least
one year after the date of occupancy, unless Lender determimnes that requirement will cause undus
hardship for Barrower, or unléss extennating circumstances exist which are heyond Baorrower's
control. Borrower shall notify Lender of any extenuating carcumstances. Borrower shall not commit
waste or destroy, damage or substantially change the Property or allow the Property to deteriorate,
reasonahle wear and tear excepted. Lender may mspect the Property if the Property is vacant or
abandoned or the loan 1z 1n default. Lender may take reasonable action to protect and preserve such
vacant or abandoned property. Borrower shall also be in default if borrower, during the loan
application process, gave matenally false or maccurate nformation or statements to Lender (or failed
to provide Lender with any material information) in connection with the loan evidenced by the MNote,
including, but not limited to, representations concermng Borrower's occupancy of the Property az a
prinecipal residence, If this Secunty Instrument 15 on a leasehold, Borrower shall comply with the
provisions of the lease. If Borrower acquires fee title to the Property, the leasehold and fee title shall
not be merged unless Lender agrees to the merger in writing.

Condemnation

The proceeds of any award or clawm for damages, direct or consequential, i connection with any
condetnnation or other taking of any part of the Property, or for convevance in place of
condemnation, are hereby assigned and shall be paid to Lender to the extent of the full amount of the
indebtedness that remains unpaid under the Note and this Secunty Insttument. Lender shall apply
such proceeds to the reduction of the Indebtedness under the Note and this Security Instrument, first
to any delmguent amounts applied in the order provided in Paragraph 3, and then to prepayment of
principal. Any application of the proceeds to the principal shall not extend or postpone the due date of
the monthly payments, which are referred to in Paragraph 2, or change the amount of such payments.
Any excess proceeds over an amount required to pay all outstanding mdebtedness under the Note and
this Security Instrument shall be paid to the entity legally entitled thereto.

Continued on next page
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1. Exhibit 1. Model Mortgage Form, Continued

4155.212.A.1a 7. Charges to Borrower and Protection of Lender’s Rights in the Property
M odel Borrower shall pay all gowernmental or municipal charges, fines and mmpositions that are not meluded
M ortgage Form i Paragraph 2. Borrower shall pay these obligations on tirr_le direct_ly to the entity which is owed the
Example (pg.5) payment. If falure to pay would adve_rsely affect Lendelr's mterest n the Property, upon Lender's

: request Borrower shall promptly furnish to Lender receipts evidencing these payments.

If Borrower fals to make these payments or the payments required by Paragraph 2, or fails to perform
any other covenants and agreements contained in this Secunty Instrument, or there is a legal
proceeding that may sionificantly affect Lender's rights in the Property {such as a proceeding in
bankruptcy, for condemnation or to enforce laws or regulations), then Lender may do and pay
whatewer 12 necessary to protect the walue of the Property and Lender's nights in the Property,
including payment of taxes, hazard insurance and other items mentioned in Paragraph 2.

Any amounts dishursed by Lender under this Paragraph shall become an additional debt of Borrower
and be secured by this Security Instrument. These amounts shall bear Interest from the date of
dishursement at the Mote rate, and at the option of Lender shall be immediately due and payable.

Borrower shall promptly discharge any lien which has priority ower this Security Instrment unless

Borrower:

{a) agrees m wrting to the payment of the obligation secured by the Len in a manner acceptable to
Lender;

{b) contests in good faith the lien by, or defends against enforcement of the hen in, legal proceedings
which in the Lenders opinion operate to prevent the enforcement of the len; or

{c) secures from the holder of the lien an agreement satisfactory to Lender subordinating the lien to
thiz Securtty Instrument. If Lender deterrmines that any part of the Property 1s subject to a len
which may attain priority over this Security Instrument, Lender may give Borrower a notice
wdentifying the lien. Borrower shall satisfy the lien or take one or more of the actions set forth
ahove within 10 days of the giving of notice.

8. Fees
Lender may collect fees and charges authorized by the Secretary.

9.  Grounds for Acceleration of Deht
{a) Default. Lender may, except as hmited by regulations 1ssued by the Secretary m the case of
payment defaults, require immediate payment in full of all sums secured by this Security
Instrument if:
{1) Borrower defaults by falng to pay in full any monthly payment required by this Secunty
Instrument prior to or on the due date of the next monthly payment, or
{1) Borrower defaults by falng, for a period of thirty days, to perform any other ohligations

contained in this Security Instrument.

Continued on next page
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HUD 4155.2

Chapter 12, Section A

1. Exhibit 1. Model Mortgage Form, Continued

4155212.A.1a
M odel

Mortgage Form
Example (pg.6)

(b)

(c)

(d)

Sale Without Credit Approval Lender shall, if permitted by applicable law (ncluding Section
3410d) of the Gamn-5t Germain Depository Institutions Act of 1982, 12 U.5.C 17013-3(d)) and
with the prior approval of the Secretary, require immediate payment in full of all sums secured by
this Secunty Instnument if:

(1) &ll or part of the Property, or a beneficial interest in a trust owndng all or part of the Propetty,
15 s0ld or otherwise transferred (other than by devise or descent), and

{11) The Property 15 not occupted by the purchaser or grantee as his or her principal residence, or
the purchaser or grantee does so occupy the Property, but his or her credit has not been
approved in accordance with the requirements of the Secretary.

No Waiver. If circumstances accur that would permit Lender to require immediate paymient in
full, but Lender doez not require such payments, Lender does not waive its nghts with respect to
subsequent events.

Regulations of HUD Secretary. [n many circumstances regulations iszued by the Secretary will
limit Lender rights, in the case of payment defaults, to require itnmediate payment in full and
foreclose if not pard. This Securtty Instrument does not authorize acceleration or foreclosure of
not permitted by regulations of the Secretary.

Mortgage Not Insured [OPTIONAL]. Borrower agrees that if this Securnty Instrument and the
Mate are not determined to be eligible for msurance under the National Housing Act within
from the date hereof Lender may, at its option require snmediate payment m full of all sums
secured by this Secunty Instrument. A written statement of any authorized agent of the Secretary
dated subsequent to from the date hereof declining to ihsure this Secunty Instrument and the
Mote, shall be deemed conclustve proof of such ineligibility. Motwithstanding the foregoing, this
option may not he exercised by Lender when the unavailability of insurance is solely due to
Lender's falure to remit a mortgage msurance premmum to the Secretary.

Noate: Lenders are authorized, but not required, to add Paragraph 3(e). Any period may be
wserted 1n the two blanks, expressed etther m number of days or months, which 15 not shorter
than sity daye and not longer than eight months,

Continued on next page
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Chapter 12, Section A HUD 4155.2

1. Exhibit 1. Model Mortgage Form, Continued

41552 12.A.1la 10, Reinstatement

M odel Borrower has anght to be reinstated 1f Lender has required inmediate payment m full because of
M ortgage Form Borrower's failure to pay an amount due under the Note or this Security Instrument. This right applies
even after foreclosure proceedings are mstituted. To remstate the Securtty Instrument, Borrower shall
Example (pg.7) tender m a lump sum all amounts required to bring Borrowed account current meluding, to the extent
they are obligations of Borrower under this Securtty Instrument, foreclosure costs and reasonable and
custormary attorney's fees and expenses properly associated with the foreclosure proceeding. Upon
remstatement by Borrower, this Secunty Instrument and the obligations that it secures shall remam m
effect as if Lender had not required wnmediate payment i full Howewer, Lender 1z not required to
permit reinstaternent if:

1)  Lender has accepted remnstatement after the commencement of foreclosure proceedings within
two years tnmediately preceding the commencement of a current foreclosure proceeding,

i) remstaternent wall preclude foreclosure on different grounds in the future, or
ful) restatement wall adversely affect the priority of the lien created by thiz Securtty Instriment.

11. Borrower Not Released: Forbearance by Lender Not a Waiver
Extension of the time of payment or modification of amortization of the sums secured by this Secunty
Instrument granted by Lender to any successor i interest of Borrower shall not operate to release the
liahility of the onginal Borrower or Borrower's successor minterest. Lender shall not be required to
commence proceedings against any successor in interest or refuse to extend time for payment or
otherwise modify amortization of the sums secured by this Secunty Instrument by reason of any
demand made by the original Borrower or Borrower's successors in inferest. Any forbearance by
Lender it exercising any right or retmedy shall not be a waiver of or preclude the exercize of any right
or remedy.

12. Successors and Assigns Bound; Joint and Several Liability; Co-Signers
The covenants and agresments of this Securtty Instrument shall bind and benefit the succeszors and
assigns of Lender and Borrower, subject to the prowsions of Paragraph 9(h). Borrowers covenants
and agreements shall be joint and several. Any Borrower who co-signs this Security Instrument but
does not execute the Mote:

{a) is co-signing this Secunty Instrument only to mortgage, grant and convey that Borrower's interest
i1 the Property under the terms of this Security Instrument;

(b 1z not personally obligated to pay the sums secured by this Security Instrument; and
{c) agrees that Lender and any other Borrower may agree to extend, modify, forbear or make any

accommodations with regard to the term of this Security Instrument or the Note without that
Borrower's consent.

Continued on next page
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HUD 4155.2

Chapter 12, Section A

1. Exhibit 1. Model Mortgage Form, Continued

4155.212.A.1a 13

M odel
Mortgage Form
Example (pg.8)

Notices

Any notice to Borrower provided for m thiz Securtty Instrument shall be given by delivermg it or hy
mailing it by first class mal unlesz applicable law requires use of another method. The notice shall be
directed to the Property Address or any other address Borrower designates by niotice to Lender. Aoy
notice to Lender shall be given by first class mail to Lender's address stated herein or any address
Lender designates by notice to Borrower, Any notice provided for m this Securty Instrument shall be
deemed to have been given to Borrowet or Lender when given as prowided in this paragraph.

. Governing Law; Severahility

This Securtty Instrument shall be governed by Federal law and the law of the jurizdiction m which the
Property 1z located. In the event that any prowvizion or clause of this Securtty Instrument or the Note
conflicts with applicable law, such conflict shall not affect other provisions of this Secunity
Instrument or the Mote which can be given effect without the confliching provision. To this end, the
provisions of this Becunty Instrument and the Note are declared to be severable,

. Borrower's Copy

Borrower shall be miven one conformed copy of the Note and of this Security Instrument.

. Hazardous Substances

Botrower shall not cause of pertmit the presence, use, disposal, storage, or release of any Hazardous
Substances on or m the Property. Borrower shall not do, nor allow anyone else to do, anything
affecting the Property that 1z m violation of any Environmental law. The preceding two sentences
shall not apply to the presence, use, or storage on the Property of small quantities of Hazardous
Substances that ate generally recognized to be appropriate to normal residential uses and to
maintenance of the Property.

Borrower shall promptly give Lender written notice of any Investigation, clawm, demand, lawswut or
other action by any governmental or regulatory agency or private party mnwvolving the Property and
any Hazardous Substance or Enwronmental Law of winoch Borrower has actual knowledge. If
Botrower learns, or is notified by any governmental or regulatory authority, that any remowal or other
remediation of any Hazardous Substances affecting the Property is necessary, Borrower shall
promptly take all necessary remedial actions i accordance with Environmental Law,

Az used m this paragraph 16, "Hazardous Substances” are those substances defined as tome or
hazardous substances by Environtnental law and the following substatices: gasoline, kerosene, other
flammahle or tozic petroleum products, toxic pestcides and herhicides, wolatile solvents, matenials
contaning asbhestos or formaldehyde, and radioactive matenals. As used i the paragraph 146,
"Environmental law" means federal laws and laws of the jurisdiction whete the Property 15 located
that relate to health, safety or environmental protection.

Continued on next page
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Chapter 12, Section A HUD 4155.2

1. Exhibit 1. Model Mortgage Form, Continued

4155.212.A.1a NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:
M odel

M ortgage Form 17 Assignment of Rents
Example (pg.9) Use the following language unless prohibited by state law:

Borrower unconditionally assigns and transfers to Lender all the rents and revenues of the Property.
Borrower authorizes Lender or Lender agents to collect the rents and revenues and hereby directs
each tenant of the Property to pay the rents to Lender or Lender agents. Howewer, prior to Lender
notice to Borrower of Borrower's breach of any covenant or agresment in the Security Instrument,
Borrower shall collect and recerwe all rents and revenues of the Property as trustee for the benefit of
Lender and Borrower. This assignment of rents constitutes an absolute assignment and not an
assignment for additional security only.

If Lender gives notice of breach to Borrower:

ra) all rents received by Borrower shall be held by Borrower as trustee for benefit of Lender only, to
be applied to the sums secured by the Security Instrument;

by Lender shall be entitled to collect and receive all of the rents of the Property, and

(c) each tenant of the Property shall pay all rents due and unpaid to Lender or Lender agent on
Lender's written demand to the tenant.

Borrower has not executed any prior assignment of the rents and has not and will not perform any act that
would prevent Lender from exercising its rights under this Paragraph 17,

Lender shall not be required to enter upor, take control of or maintain the Property before or after giving
notice of breach to Borrower. Howesrer, Lender or a judicially appointed receiver may do so at any time
there is a breach. Any application of rents shall not cure or waive any default or invalidate any other right
or remedy of Lender. This assignment of rents of the Property shall terruinate when the debt secured by the
Security Instrument is paid in full.

Nete: 1f changes are necessary to create an assigniment of rents enforceable under state law, the
lender should make necessary changes but the rewised paragraph should grant the lender the
maximum interest i rents permitted by law.

13. Foreclosure Procedure
For illustration only. The text needs state adaptation, as provided in 4155.2 6.E.2.d.

If Lender requires ummediate payment in full under Paragraph 9, Lender may v oke the power of
sale and any other remedies permitted by applicable law. Lender shall be entitled to collect all
expenses meurred i pursuing the remedies provided in this Paragraph 18, mcluding, but not linited
to, reasonable attorney's fees and costs of title evidence.

Continued on next page
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HUD 4155.2

Chapter 12, Section A

1. Exhibit 1. Model Mortgage Form, Continued

4155212.A.1a
M odel
Mortgage Form
Example

(pg-10)

1. Foreclosure Procedure {-ontinued)
If Lender inwokes the power of sale, Lender shall give notice of sale to Borrower in the manner
provided m Paragraph 13, Lender shall publizh and post the notice of zale, and the Property shall be
sold in the manner prescibed by applicable law. Lender or its designes may purchase the Property at
any sale. The proceeds of the sale shall be applied in the following order:

{a) to all expenses of the sale, including, but not limited to, reasonable attorney's fees;
thy to all sums secured by this Securtty Instrument; and
{c) aty excess to the person or persons legally entitled to it

The following language is mandatory in all cases:

If the Lender's interest in this Security Instrument i3 held by the Secretary and the Secretary requires
unmediate payment i full under Paragraph 9, the Secretary may mvoke the nonpudicial power of sale
provided in the Single Family Mortgage Foreclosure Actof 1994 ("Act™) (12 .5 C 3751 et seq.) by
requesting a foreclosure comtrissioner designated under the Act to commence foreclosure and to sell
the Property as provided in the Act. Mothing in the preceding sentence shall depnive the Secretary of
any rights otherwise available to a Lender under this Paragraph 18 or applicable law,

State Specific Paragraphs
Add any state-specific paragraphs in accordance with instructions for completing the Afode!
Mortgrge Faorm, and the current edition of HUD 4155 2

Mumber the followmng as the final paragraph or leave unnumbered but place after numbered paragraphs.

Riders to This Security Instrument

If one or more riders are executed by Borrower and recorded together with this Security Instrument, the
covenants of each such rider shall be meorporated into and shall amend and supplement the covenants and
agreements of this Secunty Instrument az if the nder(s) were a part of thiz Securtty Instrument. [Check
applicahle hox{es)].

__ Condominium Rider _ Growing Equity Rider _ Other [specify]
__ Planned Unit Dewelopment Rider  __ Graduated Payment Rider

BY SIGNING BELOW, Borrower accepts and agrees to the tenms contamed m this Secunty Instriument
and m any rider(s) executed by Borrower and recorded with it

Withesses:
(SEAL)

Borrower
(SEAL)

Borrower

[Space Below This Line for Acknowledgement]
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Chapter 12, Section A

HUD 4155.2

2. Instructions for Completing the Model Mortgage Form

I ntroduction

Change Date

41552 12.A.2.a
Form and
Content of the
Security

I nstrument

4155.212.A.2b
Language
Preceding
Uniform
Covenants

12-A-12

This topic provides instructions for completing ledel Mortgage Form,
including

 form and content of the security instrument
* language preceding uniform covenants

* uniform covenants

non-uniform covenants

paragraph 18 instructions

instructions for additional paragraphs, and
signatures on the Model Mortgage Form.

March 24, 2011

HUD requires that a security instrument follow tbem and content of the
approved Fannie Mae/Freddie Mac (FNMA/FHLMC) segunstrument for
the jurisdiction, except where HUD has determirtet tifferences are
needed to reflect HUD policy and practice.

Reference: For more information on mortgage and note forsegHUD
4155.2 6.B

The lender should useNMA/FHLMC language, but add a box for the FHA
Case Number, as shown on Wedel Mortgage Form.

The language in thielodel Mortgage Formis an example using text for
Michigan. The form may include variations to tha@slard language that
have been approved by FNMA/FHLMC.

The format and language for Maine and New York, eHeNMA and
FHLMC approved “plain English” forms, should be eéd®n
FNMA/FHLMC forms for other states, provided thag¢ tlanguage conforms
to applicable law.

Reference: For more information on requirements for Mainel &ew York,
seeHUD 4155.2 6.B.5.9

Continued on next page



HUD 4155.2 Chapter 12, Section A

2. Instructions for Completing the Model Mortgage Form,
Continued

4155.212.A.2c The lender should designate the paragraphs preg@diragraph 17,

Uniform “ Assignment of Rents” as Uniform Covenants.

Covenants
Use the text as presented in Medel Mortgage Form without any change.
Do not substituteENMA/FHLMC language. If a change to the text is needed
to meet the requirements of state or local lawgractice, obtain written
approval from HUD before making the change.

4155.212.A.2d The lender should designate the paragraphs beginvith Paragraph 17,

Non-Uniform  “Assignment of Rents’ as Non-Uniform Covenants.
Covenants

Continued on next page
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Chapter 12, Section A HUD 4155.2

2. Instructions for Completing the Model Mortgage Form,

Continued

4155.212.A.2e
Paragraph 18
Instructions

12-A-14

The lender should adaptNMA/FHLMC Paragraph 18,Foreclosure
Procedures’ in the jurisdiction, to reflect HUD policy. Thdodel Mortgage
Form contains adapted language for Michigan.

Following the phrase,|f Lender requiresimmediate payment in full under
Paragraph 9,” use the current approvédNMA/FHLMC foreclosure
procedures, including language regarding paymeobsts, such as attorney’s
fees, as a guide and adapt as necessary.

Omit language regarding notice and acceleratiar. Maine and New York,
use foreclosure language based on these instracaond other
FNMA/FHLMC forms that are not “plain English”, prmed that the
language authorizes foreclosure in conformance apgblicable law.

The mortgage must include the lender’s right tablip sale of property,
including a power of sale, if legally permissibleder the law of the
jurisdiction in which the property is located, evémortgages are usually
foreclosed through a judicial proceeding.

All rights to a deficiency must be preserved toeleent legally permissible,
except as provided in special instructions for lpiNarth Dakota, or
Wisconsin.

New language is required at the end of Paragraplkdarding the new Single
Family Mortgage Foreclosure Act, which providesatternative foreclosure
procedure under Federal law.

Reference: For more information on special requirementssfoecific states
and localities, seelUD 4155-2 6.B.5

Continued on next page



HUD 4155.2

Chapter 12, Section A

2. Instructions for Completing the Model Mortgage Form,

Continued

41552 12.A.2f
Instructionsfor
Additional
Paragraphs

41552 12.A.2.9
Signatureson
the M odel
Mortgage Form

Paragraphs following Paragraph 18 should contamigions required to
adapt the mortgage to the laws and practices gbdhtcular jurisdiction in
which the property is located.

The text of these paragraphs should be the satme BSIMA/FHLMC non-
uniform covenants for the jurisdiction in which theperty is located.
Changes to the FNMA/FHLMC paragraphs, and additioragerial, may be
included if needed, to conform to requirementstafeslaw or practice.

The lender should use the language in the paragitsgzh“Ridersto this
Security Instrument” as shown in thdlodel Mortgage Form, not as shown in
theENMA/FHLMC forms.

Any special language or notices required by apblectaw should follow the
non-uniform covenants, using the FNMA/FHLMC fornt tbe jurisdiction as
a guide.

For signatures and other authorizations, the leskleuld use the
FNMA/EHLMC format at the end of the mortgage, with the follogv
exceptions:

» Witness lines may be omitted if state and local danot require withesses
for mortgages.

» HUD does not require the Borrower’s Social Secuxitymber to appear on
the mortgage.
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Chapter 12, Section A HUD 4155.2

3. Exhibit 2: Model Note Form

Change Date March 24, 2011

4155.212.A.3a The following is an example of thdodel Note Form.
Model Note
Form Example

FHA

MOTE
[Date]
[Property Address]
A

1. Parties
“Borrowet” tneans each person signin g at the end of this Note, and the person’s su
assigns. “Lendetr” means and its successors; and assigns.

2.  Borrower’'s Promise to Pay; Interest
In return for a loan recetved from Lender, Borrower protrises to pay the principal
Diollars (115§ ), plus interest, to the order of Lender. Interest will be charge
principal, from the date of dishursement of the loan proceeds by lender, at the rate
percent | %) per year until the full amount of principal has been paid.

3. Promise to Pay Secured
Borrowet’s promizse to pay 15 secured by a mortgage, deed of trust or similar secur
1z dated the same date as this Mote and called the “Security Instrument.” The Secu
protects the lender from losses which might result if Borrower defaults under this |

4. Manner of Payment
(4) Time
Borrower shall make a payment of principal and mterest to Lender on the fir
month beginning on ,20 . Any prnncipal and interest remating
20 wall be due on that date, which 1z called the maturity date.

(B) Place
Fayment shall be made at
as Lender may designate in writing by notice to Borrower.
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HUD 4155.2

Chapter 12, Section A

4. Exhibit 3: Model Adjustable Rate Note Form

Change Date

41552 12.A.4a
Model
Adjustable
Rate Note
Form Example

March 24, 2011

The following is an example of tiModel Adjustable Rate Note Form.,

FH:

ADJUSTABLE RATE NOTE

[Date]

[Property Address]

i

Parties
“Borrowet” tneans each person signing at the end of this Note, and the person’s s
assigns. “Lender” means and s Successors and assigns.

Borrower's Promise to Pay; Interest

In return for a loan recetved from Lender, Borrower promises to pay the principal
Dollars (115 § ), plus mterest, to the order of Lender.  Interest wall be charge:
principal, from the date of dishursement of the loan proceeds by Lender, at a rate o
per year until the full amount of principal has been paid. The interest rate may ch
with Paragraph 5(C) of thiz Note,

Promise to Pay Secured

Borrower’ s promize to pay is secured by a mortgage, deed of trust or similar secut
1z dated the same date as this Mote and called the “Securtty Instrument.” That Sec
protects the Lender from losses which might result if Borrower defaults under this

Manner of Payment
(4) Time
Borrower shall make a payment of principal and interest to Lender on the fir
month beginning on 20 . Any principal and mterest remainin
20, wall be due on that date, which 15 called the mat

Notes:
* For Maryland, the Hote may be amended if the borrower does not voluntarily e
interest at closing

Continued on next page
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Chapter 12, Section A HUD 4155.2

4. Exhibit 3: Model Adjustable Rate Note Form, Continued

4155.212.A.4b The lender should include any required or custorfaiy or authentication.
Additional

Information The model form is a multistate form which must bagted for some

f\/lt())(()juetl the jurisdictions to reflect the laws and practiceshe particular jurisdiction in
Adjustable which the property is located.

Rate Not S . .

Fgr(ren oe The form should not be adapted for jurisdictiongvhiich the multistate

version of theeENMA/FHLMC note is used. For other jurisdictions,
adaptations should generally follow the correspogdirovisions in the
FNMA/FHMLC note form approved for use in the juiiitbn, with any
additional adaptations that may be necessary tfboorto requirements of
law and practices in the jurisdiction.

For Puerto Rico, see the special instructiondwb 4155.2 6.B.5
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HUD 4155.2

Chapter 12, Section A

5. Exhibit 4: Graduated Payment Rider

Change Date

4155.212.A.5.a
Graduated
Payment Rider
Example

May 10, 2009

The following is an example of ti&raduated Payment Rider.

THIS GEADUTATED PAYMENT EIDEER iz made this

.20 and is incorporated inte and shall be deemed to amend
the Mortgage, Deed of Trust or Security Deed (Security Instrument) of the sam
the undersigned {Borrower) to secure B
(Lender) of the same date
covering the property described in the Security Instrument and located at:

[Property Address]

THIS NOTE PROVIDES FOR DEFERRED INTEREST AND INCREAS]
INSTALLMENTS ACCORDING TO A SCHEDULE IN THE NOTE. DF
INTEREST MAY INCREASE THE PRINCIPAL BALANCE TO
DOLLARS (us.$_ )

The payment schedule in the Note 15 as follows:

S during the 1st note year.
$ during the 2nd note year.

S during the note year and thereafter,

BY SIGHING BEELOW, Borrower accepts and agrees to the terms and covenar
this Graduated Payment Eider,

[ADD AWNY MECESSARY ACENOWLEDGEMENT PEOVIEIC

Continued on next page
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Chapter 12, Section A HUD 4155.2

5. Exhibit 4. Graduated Payment Rider, Continued

4155.212.A.5b Completing the Principal Balance Text
Additional When completing the text ... the PRINCIPAL BALANCEOD
Instructionsfor  DOLLARS (U.S.$__.)", insert the maximum princifmlance, not the
theGraduated  3mount by which the principal balance may be irszda
Payment Rider
Completing the Note text
In the text “during the note year and takee,” complete the
schedule until payments stop increasing.

This paragraph is optional, and should be inclutiegfjuired by state law or
as otherwise needed to ensure the enforceabilitypaority of the mortgage.

Lenders may use the exact note text as providédsrdocument.
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HUD 4155.2 Chapter 12, Section A

6. Exhibit 5. Graduated Payment Allonge Amending Note

Change Date May 10, 2009

4155.212.A.6.a The following is an example of the Graduated Paymdonge Amending
Graduated Note.

Payment

Allonge

Amending Note

THIS GRADUATED FPAYMENT ALLONGE iz an AMENDMENT made thiz

day of .20, and 15 incorporated into and shal
amend and supplement the Mote (Mote) of the same date, given by the undersigned (B
evidence Borrower s indehtedness to

{Lender), which indebtedness 15 secured by a Mortgage, Deed of Trust or Security Dre

Instrument) of the same date and covenng the property descnbed in the Security Instn
at:

[Property Address]
Motwithstanding anything to the contrary set forth in the Note, Borrower hereby agree

1. A3 AMEMNDED, THE NOTE PROVIDES FORE DEFERRED INTEREST AND I
MONTHLY INMETALLMENTE. DEFEERED INTEREST SHALL BE ADDED T
PEINCIFAL MOWNTHLY AND SHALL INCREASE THE FRINCIPAL BALATR
MOEE THAN DOLLARS (7.5 % J

2. The payment amount in Paragraph 4(C) of the Note 1z applicable only during the £
schedule of monthly payments of principal and nterest 15 as follows:

S during the 1st note vear,

S during the 2nd note year.

$ during the 3rd note year.

S during the 4th note year.

S during the note year and thereafter.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants cont
Amendment.

Continued on next page
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Chapter 12, Section A HUD 4155.2

6. Exhibit 5: Graduated Payment Allonge Amending Note,

Continued

4155.212.A.6.b  Completing the Principal Balance Text
Additional When completing the text “... the PRINCIPAL BALANCED NOT MORE
Instructionsfor  THAN DOLLARS (U.S.$__.)", insert the maximyrincipal

tF?eGra(iluated balance, not the amount by which the principal hegamay be increased.
aymen

Allonge

Amending Note Completing the Note text

In the text “during the note year and thitee,” complete the
schedule until payments stop increasing, through th

* sixth note year for Plans I, I, and Ill, and
* eleventh note year for Plans IV and V.
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HUD 4155.2

Chapter 12, Section A

7. Exhibit 6: Growing Equity Allonge Amending Note

Change Date

May 10, 2009

4155.212.A.7.a The following is an example of th&rowing Equity Allonge Amending Note.

Growing
Equity Allonge
Amending Note
Example

THIZ GROWING EQUITY ALLOMWGE is an AMENDIENT made this

.20, and 1z incorporated into and shall be deemed to amend and :

Mote (Mote) of the same date, given by the undersigned (Borrower) to evidenc
indebtedness to (Lender), which indebtedness 15 se
Mortgage, Deed of Trust or Zecurity Deed (Security Instrument) of the same d
the property described in the Security Instrument and located at:

[Property Address)

HMotwithstanding anything to the contrary set forth in the Mote, Borrower herek
following:

T

A AMENDED, THE NOTE PEOVIDES FOR INCREASTNG MOINTHL
IETALLMEITS.

The payment amount in Paragraph 4 (C) of the Mote 12 applicable only dur:
year. This schedule of monthly payments of principal and interest 1z as fol

;S during the 1st note year.
$ during the 2nd note year.
£ during the 3rd note year.
£ during the 4th note year.
(Continue this schedule for each of the remaining note years.)

BY SIGNIMNG BELOW, Borrower accepts and agrees to the terms and cov
in this Amendment.
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Chapter 12, Section A HUD 4155.2

8. Exhibit 7: Condominium Rider

Change Date May 10, 2009

4155.212.A.8a The following is an example of tf@ndominium Rider.
Condominium
Rider Example

(Pg. 1)

THIS CONDOMINIUM RIDER iz made this day of 20
incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of Trus
Deed {Zecurtty Instrument} of the same date given by the undersigned (Borrower) to secure
Mate (Mote) to {Lender) of the same date and coverin
Property described in the Security Instrument and located at:

[Property dddress)

The Propetty includes a unit i, together with an undivided interest in the common elements
condominium project known as;

[Wame of Condominium Project]

(Condominium Project). If the owners association or other entity which acts for the Condotni
{Crwners Association) holds title to property for the benefit or use of tts members or sharehol
Property also inchudes Borrower’ s interest in the Owners Association and the uses, procesds
of Borrowet’s interest,

CONDOMINIUM COVENANTS. Inaddition to the covenants and agreements made i th
Inztrument, Borrower and Lender further covenant and agree as follows:

A Bolong as the Owners Association maintaing, with a generally accepted insurance carie:
or “blanket” policy insuring all property subject to the condominium documents, meludi
improvements now exsting or hereafter erected on the Property, and such policy 15 satist
Lender and prowides insurance coverage in the amounts, for the periods, and against the 1
lender requires, including fire and other hazards included within the term “extended cose
lozs by flood, to the extent required by the Secretary, then:

i) Lender waives the prowision in Paragraph 2 of this Security Instrument for the montk
to Lender of one-twelfth of the vearly premium mnstallments for hazard insurance on
and

Continued on next page
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8. Exhibit 7: Condominium Rider, Continued

4155.212.A.8.a CONDOMINIUM COVENANTS (4) (continued)

Condominium {11) Borrower s ohligation under Paragraph 4 of this Secunty Instrument to maintam harzard insurance

Rider Example coverage on the Property 13 degmed satisfied to the extent that the reqw'red_ coverage 15 pru‘_ifided
by the Owmers Association policy. Borrower shall give Lender prompt notice of any lapse m

(Pg' 2) required hazard insurance coverage and of any loss occurnng from a hazard. In the event of a
distribution of hazard insurance proceeds in lieu of restoration or repair following a loss to the
Froperty, whether to the condominium unit or to the common elements, any proceeds payable to
Borrower are hereby assigned and shall be paid to Lender for application to the sums secured by
this Security Instrument, with any excess paid to the entity legally entitled thereto.

E. Borrower promises to pay all dues and assessments wnposed pursuant to the legal instruments
creating and governing the Condominmum Project,

C. If Borrower does not pay condommnium dues and assessments when due, then Lender may pay them
Any amounts dishursed by Lender under this paragraph C shall become additional debt of Borrower
secured by the Secunty Instrument. Unless Borrower and Lender agree to other terms of payment,
these amounts shall bear mterest from the date of dizbursement at the Note rate and shall be payable,
with mterest, upon notice from Lender to Borrower requesting payment.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and provisions contained in this
Condommmm Rider.

(EEALY
Borrower

(BEALY
Borrower

[ADD ANY MECESEARY ACKNOWLEDGEMENT PROVISIONE]
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Change Date

Rehabilitation
L oan Rider
Example (Pg. 1)

HUD 4155.2
9. Exhibit 8: Rehabilitation Loan Rider
May 10, 2009
4155.212.A.9.a The following is an example of tiRehabilitation Loan Rider.
THIS EEHABITITATION LOAT] ETDEE is made this day of

12-A-26

13 incorporated into and shall be deemed to amend and supplement the Mortgage, Di
or Becurity Deed (Security Instrument) of the same date given by the undersigned (1
secure Borrower’s Mote (I ote) to iLender) of th
and covering the property described in the Security Insttument and located at:

[Froperty Address]

ADDITIONAL COVENANTS. In addition to the covenants and agreements in the
Instrument, Borrower and Lender further covenant and agree as follows:

A

Loan proceeds are to be advanced for the premises in accordance with the Eehat
Loan & greement dated .20 between Borrower and Lender This z
incorporated by reference and made a part of this Security Instrument. Mo advar
made unless approved by the Secretary of Housing and Urban Development or a
Endorsement Underwriter.

If the rehabilitation iz not properly completed, performed with reasonable dilige
discontinued at any time except for strikes or lockouts, the Lender 1z wested with
authority to take the neceszary steps to protect the rehabilitation improverments a
from harm, continue existing contracts or enter into necessary contracts to comp
rehabilitation.  All sums expended for such protection, exclusive of the adwvance:
principal indebtedness, shall be added to the principal indebtedness, and secured
security Instrument and be due and payable on demand with interest as set cut i1

. It Borrower fails to perform any obligation under the loan, including the comme

progress and completion provisions of the Eehabilitation Loan Agreement, and :
continues for a period of 30 days, the loan shall, at the option of Lender, be in de

. The Property covered by this Security Instrument shall include all of Borrowert’s

funds held by Lender in escrow under the Eehabilitation Loan & greement.

Continued on next page
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9. Exhibit 8: Rehabilitation Loan Rider, Continued

4155.212.A.9.a BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in

Rehabilitation this Eehabilitation Loan Rider
L oan Rider
Example (Pg. 2) (SEAL)
Borrower
(SEAL)
Borrower

[ADD AY NECESSARY ACKNOWLED GEMENT PREOVISIONES. ]
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10. Exhibit 9: Planned Unit Development Rider

HUD 4155.2

Change Date May 10, 2009

4155.2 The following is an example of tHéanned Unit Development Rider.

12.A.10.a
Planned Unit
Development
Rider Example

(Pg. 1)

THIS PLANNED UNIT DEVELOPMENT RIDER 15 made this

day of

1z incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of Tru
Secunty Deed (Secunty Instrument) of the same date given by the undersioned (Borrower) to
Borrower’s Note (Mote) ta “Lendet™ of the same date and covering the P

described in the Secunty Instrument and located at:

[Property Address]

The Property Address iz a part of a planned unit development (PULDY khown as

[Matme of Plantied Unit Development]

PUD COVENANTS. Inaddition to the covenants and agreements made in the Secunty Instru

Borrower and Lender further covenant and agree as follows:

A Bolong as the Owners Association (or equivalent entity holding title to common areas and

acting as trustee for the homeowners, maintaing, with a generally accepted insurance cartie
“master” or “blanket” policy msuring the property located i the PUD, mncluding all mmpro
now existing or hereafter erected on the mortgaged premmses, and such policy 15 satisfactor
and provides insurance coverage i the amounts, for the periods, and against the harzards L
requires, including fire and other hazards mchided within the term “extended coverage,” a
flond, to the extent required by the Secretary, then:

i1} Lender warves the prowizsion in Paragraph 2 of this Secunty Instrument for the monthly
to Lender of one-twelfth of the yearly premum installments for hazard insurance on th
atud

{i1) Borrower's obligation under Paragraph 4 of this Secunty Instrument to maintain hazan
coverage on the Property iz deemed satisfied to the extent that the required coverage 15
by the Owners Association policy.

Botrower shall give Lender prompt notice of any lapse i required hazard insurance cover:
any loss ocourting from a hazard. In the event of a distribution of hazard insurance procee
of restoration or repar following a loss to the Property or to common areas and facilities of
any proceeds payable to Borrower are hereby assigned and shall be paid to Lender for appl
the sums secured hy this Security Instrument, with any excess patd to the entity legally ent
thereto:

12-A-28
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10. Exhibit 9: Planned Unit Development Rider, Continued

4155.2 PUD COVENANTS (continued)

12.A.10.a B. Borrower promises to pay all dues and assessments imposed pursuant to the legal instruments
Planned Unit creating and governing the PUD,

D.evel opment C. If Borrower does not pay PUD does and assessments when due, then Lender may pay them, Any
Rider Example amounts dishursed by Lender under this paragraph C shall become additional debt of Borrower
(Pg. 2) secured by the Security Instrument. Unless Borrower and Lender agree to other terms of payment,

these amounts shall hear mterest from the date of dishurzement at the Note rate and shall he payahle,
with mterest, upon notice from Lender to Borrower requesting payment.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and provisions contained in this PUD
Rider,

(SEAL)
Borrower

(BEALY
Borrower

[ADD ANY NECESSARY ACKNOWLEDGEMENT FROVISIONS ]
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HUD 4155.2

11. Exhibit 10: Tax-Exempt Financing Rider

Change Date March 24, 2011

4155.2 The following is an example of thiex-Exempt Financing Rider.

12A1la
Tax-Exempt
Financing
Rider Example
(Pg.1)

THIZ TAX-EXEMPT FINANCING RIDER 15 made ths day of
meorporated into and shall be deemed to amend and supplement the Mortgage, Deed of 11
Deed (Secunty Instrument) of the sarme date given by the undersigned (Borrowert) to sect
Mote (Mote) to (Lendet) of the same date and covering
descibed in the Security Instrument and located at;

[Property Address]

ADDITIONAL COVENANTS. In addition to the covenants and agreements made i th
Instrument, Borrower and Lender further covenant and agree to amend Paragraph 9 of the

followrs;

Lender, or such of itz successors or assigns as may by separate mstrument assume respon
assurmg compliance by the Borrower with the provisions of this Tax-Exempt Financing F
require immediate payment in full of all sums secured by this Secunty Instrument 1f:

{a) All or part of the Property 15 sold or otherwnise transferred by Borrower to a purchase
transferee:

1) Who cannot reasonably be expected to occupy the property as a principal residen
reasonahle time after the sale or transfer, all as provided i Section 143(c) and (1)
Internal Revenue Code; or

{11) Who has had apresent ownership interest in a principal residence during any pad
vear period ending on the date of the sale or transfer, all as provided m Section 1¢
of the Internal Revenue Code {except that “100 percent” shall be substituted for ©
more” where the latter appears i Section 143(d(10); or

(1) At an acquisition cost which iz greater than 90 percent of the average area purct
{greater than 110 percent for targeted area residences), all as prowided m Sectior
({112} of the Internal Revenue Code; or

{1v) Who has a gross family income i excess of the applicable median farmly income
Section 143(0) and 3)(2) of the Internal Revenue Code; or

12-A-30
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11. Exhibit 10: Tax-Exempt Financing Rider, Continued

4155.2 ADDITIONAL COVENANTS () (continued)
12.A11.a (b} Borrower fails to occupy the property descrnbed in the Secunty Instrument without prior written
Tax-Exempt consent of Lender or its successors or assigns described at the beginning of this Tax-Exempt
Financi ng Financing Rider; or
Rider Example (c) Borrower omits or misrepresents a fact that is material with respect to the provisions of Section 143
(Pg.2) of the Internal Revenue Code in an application for the loan secured by this Security Instrument.
References are to the Internal Revenue Code as amended and m effect on the date ofizsuance of
bonds, the proceeds of which will be used to finance the purchase of the Securtty Instrument and are
deemed to mclude the implementing regulations.
BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Tax-
Ezempt Financing Rider.
(SEAL)
Borrower
(SEAL)
Borrower
[4DD ANY NECESSARY ACKNOWLEDGEMENT PROVISIONS ]
4155.2 The description of the bonds should be amende@eded, if the bond
12A.11b proceeds are used for purposes other than the agerfgurchase, such as for
Note on
Paragraph (¢) . gjrect loans to homeowners, or
Sentence 2

* |[oans to lenders who lend to borrowers.
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Change Date

4155.2
12A12.a

Rider for
Section 248
Mortgage
Example (Pg. 1)

HUD 4155.2
12. Exhibit 11: Rider for Section 248 Mortgage
May 10, 2009
The following is an example of tH&der for Section 248 Mortgage.
THIZ EIDEER FOER SECTION 248 MORTGAGE 15 made this day o

12-A-32

L 20, and is incorporated into and shall be deemed to amend and suppl

Meortgage, Deed of Trust or Security Deed (Security Instrument) of the same date give

undersigned (Borrower) to secure Borrower's MNote (Mote) to

iLender) of the same date and covering the property described in the Security Instrume
located at:

[FProperty Address]

ADDITIONAL COVENANTS. Inaddition to the covenants and agreements made 1
security Instrument, Borrower and under further covenant and agree as follows:

A

The interests of the Borrower in the property described above were created by a le
agreement from as lessor dated 20
reference to the “Property” shall be construed as referring only to the interest of B«
created by such lease or any replacement lease.

Ifthe Security Instrument 15 assigned to the Secretary of Housing and Urban Deve
{Secretary), any foreclosure proceeding may take place in a tribal court, Federal di
court, of other court of competent jurisdiction Section 248(1)(9) of the MNational H
grants to any such court the jurisdiction to convey to the Secretary the remaining li
lease on the property and to order eviction of the delinquent Borrower.

Any purchaser at foreclosure sale other than the Secretary must receive the written
the lessor or, if lessor 13 not an Indian tribe, the tribe of which lessor 13 a member. |
purchaser shall recerve a lease for the remaining term of the existing lease unless tl
cotizents to an assumption of the existing lease.

Thiz Security Instrument may be assumed, subject to credit approval by the Lende
cotizent of the tribe to an assumption of the existing lease or the grant of the new
Azzumption shall not cause any adjustment of the interest rate.

Continued on next page
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12. Exhibit 11: Rider for Section 248 Mortgage, Continued

4155.2 E A zale of property subject to the Security Instrument without an assumption of the Security
12.A12.a Instrument may be made if a new lease for the remaining term ofthe existing lease is
Rider for granted.

Section 248 o

M ortgage BY SIGHNING BELOW, Borrower accepts and agrees to the terms and covenants in this Rider

Example (Pg. 2) for Section 248 Mortgage.

(SEAL)
Borrower

(SEAL)

Borrower

[ADD ANY MECESSARY ACENOWLED GEMEINT PEOVISIONS. ]
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HUD 4155.2

13. Exhibit 12: Rider for Section 247 Mortgage

Change Date May 10, 2009

4155.2 The following is an example of tH&der for Section 247 Mortgage.

12.A.13.a
Rider for
Section 247
Mortgage
Example

IT IS HERERY agreed that the lease to which this rider 15 attached 1z hereby amende
as follows:

Motwithstanding any prowvisions to the contrary, this leasze may serve as secunty for a
mortgage msured or held by the Secretary of the Department of Housing and Urhan I
followring shall apply during such time as the lease serves as such secunty:

(1) Any condemnation compensation due the Lessee shall be paid to the mortgages t
same tmatner as condemnation proceeds under the terms of the mortgage.

{2y Assignment of this lease 15 restricted to those persons who have recetved certific:
Department of Hawatan Home Lands certifying that the assignee or assignees at
as defined i Section 247 of the Mational Housing Act.

{3 The Lessor will not cancel this lease without the conzent of the Department of H
Development.

4) Any casualty insurance proceeds are to be applied in accordance wath the prowisy
mottgage.

IN WITNESS WHEREODF, the parties have executed this nder to aclnowledge the al
said lease and the annotation of said leasze with the following statement:

Additional provisions pertaning to the lease when the lease serves ag securty for a
held hy the Secretary of Housing and Urhan Development are contained in the Depat
Hotne Lands Mortgage Insurance Program Rider, which is attached to this lease and-

Dated: . 20 STATE OF HAWATI
DEFPARTMENT OF HAWATILAN

B B

LESSEE CHAIRMAN COMMIZSIO!
HAWAIIAN HOWMES CORM
LEZSOR

LEASE N LOT MO

HOMESTEADER
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14. Exhibit 13: Non-Owner Occupancy Rider

Change Date

4155.2
12.A.14.a
Non-Owner
Occupancy
Rider Example

(Pg. 1)

May 10, 2009

The following is an example of the Non-Owner OcaupeRider.

THIZ NON-OWHNER COCCUPANCY RIDER iz made this day of
1z mcorporated into and shall be deemed to amend and supplement the Mortgage Dee
Securtty Deed (Securtty Instrument) of the same date given by the undersigned (Borr
Borrower’ s Mote to (Lender) of the same date, and covering t
described in the Security Instrument and located at:

[Property Address]

ADDITIONAL COVENANTS. In addition to the covenants and agreements in the
Borrower and Lender further covenant and agree as follows:

& Borrower represents that, notwithstanding the provisions of Paragraph 5 of the B¢
hefshe does not mtend to occupy the property described in the Secunty Instrumen
residence, and [mark applicable ttem{z)]:

1.

The Securtty Instnument 1z for a streamline refinance of a loan which was pre
nsured.

The Security Instriment 13 for a loan to be insured under Section 203(k) of th
Act

The Security Instnunent applies to property sold under the HUD Single Farni
Disposition Program and meets the requirements thereof

The Borroweris an Indian Tribe as provided in Section 248 of the Mational H
serviceperson who 15 unable to occupy the property because of hiz or her duty
provided i Section 216 or Subsection (b1{4) or () of Section 222 of the Maty

The Security & greement iz for property 2old to a state or local government ag
organization (qualified under Section 501(c1(3) of the Internal Eevenue Code
ot lease the property to low or moderate income persons,

The Security Instnument 12 for property that 15 or wall be a secondary residenc
eligihle for an FHA-Insured mortgage in order to awoid undue hardship for B

Continued on next page
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14. Exhibit 13: Non-Owner Occupancy Rider, Continued

4155.2
12A14.a
Non-Owner
Occupancy
Rider Example

(Pg.2)

12-A-36

ADDITIONAL COVENANTS (continued)

B. Lender shall not require itmediate payment in full, notwithstanding the prowisions of Paragraph 2(b)
of the Security Insttument, solely because all or part of the Property, or a beneficial interest in a trust
owring all or part of the Property 12 zold or otherwize transferred to a purchaser or grantee who does
not nccupy the Property as hiz or her pnncipal residence.

BY SIGHNING BELOW, Borrower agrees to the representations contained it thiz Non-Osener Occupancy
Fader.

(EEAL)
Borrower

(BEAL)
Borrower

[ADD ANY NECESSARY ACKNOWLEDGEMENT PROVISIONS)
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Chapter 12, Section A

15. Exhibit 14: Water Purification Equipment Rider

Change Date

4155.2
12.A.15.a
Water
Purification
Equipment
Rider Example
(Pg. 1)

May 10, 2009

The following is an example of th&ater Purification Equipment Rider.

THIZ WATEE PURIFICATION EQUIPIMENT EIDEE iz made this

20 and iz incorporated into and shall be deemed to amend and supp
Meortgage Deed of Trust er Security Deed (Security Instrument) of the same date g1
underzigned (Borrowet) to secure Borrower' s Maote (Iote) to
(Lender) of the same date and covering the property described in the Security Instry
located at:

[Froperty Address]

ADDITIOMAL COYENANTS. In addition to the covenants and agreements mad

security Instrument, Borrower and Lender further covenant and agree as follows:

Borrower shall include in each monthly payment, together with items deseribed in I
of the Security Instrument, an amount to be held by Lender to assure proper servici
thaintenance, repair and replacement of individual residential water purification equ

the Property. Each menthly amount shall equal § , unless and until the amount
bw Lender as prowided herein

At least annually, Lender shall determine whether any adjustment i necessary to er
sufficient funds will be accumulated to make anticipated dishursements in a titnely
inform Borrower of any adjustment This determination shall be performed without
other items for which Lender maintains an escrow account such as taxes and hazare
Prefmiums,

Lender shall accumulate the amounts received from the Borrower to be held in trust
dishursements are required as follows:

1. Disbursements from the account are limited strictly to costs associated with the
servicing, maintenance, repair and replacement of the water purification equiptr

2. Dishursements shall be made solely to [maintenance organization named in sers
ot itz successor, [agent approved by local health authority to perform testing or
on its behalf], [other payees named in Plan ]

Continued on next page
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15. Exhibit 14: Water Purification Equipment Rider, Continued

4155.2
12.A.15.a
Water
Purification
Equipment
Rider Example
(Pg. 2)

12-A-38

ADDITIONAL COVENANTS (continued)

3. Disbursements shall be made at the request of borrower supported by decumentation costs.
It Borrower tenders to Lender the full payment of all sums secured by this Secunty
Tnstrument, or if the equipment is no longer needed because of a change in water source, or
immediately prior to a foreclosure sale of the Property or its acquisition by Lender,
Borrower’s account shall be credited with the balance remaining from amounts accumulated
by lender under the additional covenants in the Water Purification Equipment Rider, and
lender shall promptly refund any excess funds to Borrower.

BY SIGHING BELOW, Borrower accepts and agrees to the terms and provisions in this Water
Purification Equipment Eider.

(SEAL)

Borrower

(SEAL)

Borrower

[ADD ANY NECESSARY ACENOWLED GEMENT PROVISIONSE. ]
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Chapter 12, Section A

16. Exhibit 15: Cooperative Rider

Change Date

4155.2
12.A.16.a
Cooper ative
Rider Example

(Pg. 1)

May 10, 2009

The following is an example of tl&ooperative Rider.

THIZ COOPEEATIVE HOUSING PEOIECT EIDEE. 15 made this d:
.20 and iz incorporated into and shall be deemed to amend as
supplement the Wortgage, Deed of Trust or Security Deed (Security Instrument) of
given by the undersigned (Borrower) to secure Borrower” s Mote (Mote) to

(Lender) of the same date and covering the Property described in the security instru
located at:

[Propetty Address)

The Froperty includes Borrower™s right of eccupancy for a dwelling unit in, togethe
membership {or stock ownership) in the Corporation of, a project knewn as:

[Mame of Cooperative]

(Cooperative). The Property includes the uses, proceeds and benefits of Borrower’s
in the Cooperative.

COOPERATIVE COVENANTS. In addition to the covenants and agreements ma
Security Instrument, Borrower and Lender further covenant and agree as follows:

A Solong as the Cooperative maintains, with a generally accepted insurance carrie
o “blanket” policy insuring all properties located in the project, including all im
now existing ot hereafter erected on the Property, and such policy is satisfactory
and provides insurance coverage in the amounts, for the periods, and against the
Lender requires, including fire and other hazards included within the term “exter
coverage,” and loss by flood, to the extent required by the Secretary, then:

(1) Lender waives the provision in Paragraph 2 of this Security Instrument for th
payment to Lender of one-twelfth of the yvearly premium installments for has
imsurance on the Property, and

{11) Borrower’s obligation under Paragraph 4 of thiz Security Instrument to main
insurance coverage on the Property 18 deemed zatisfied to the extent that the
coverage is provided by the Cooperative™s policy.

Continued on next page
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16. Exhibit 15: Cooperative Rider, Continued

4155.2 COOPERATIVE COVENANTS (continued)

12.A.16.a Borrower shall give Lender prompt notice of any lapse 1n required hazard insurance coverage
Cooper ative and of any loss occurring from a hazard. Inthe event of a distribution of hazard insurance
Rider Example proceeds in lieu of restoration or repair following a loss to the Property, whether to the unit
(Pg. 2) ot to the common elements, and facilities of the project, any proceeds payable to Borrower

are hereby assigned and shall be paid to Lender for application to the sums secured by this
Security Instrument, with any excess paid to the entity legally entitled thereto.

B Borrower promises to pay Borrower s allocated share of the common expenses or
assessments and charges imposed by the Cooperative, as provided in the Cooperative
documents.

C. It Borrower does not pay Cooperative dues and assessments when due, Lender may pay
them. Any amounts disbursed by Lender under thiz paragraph © shall become additional debt
of Borrower secured by the Securtty Instrument. Unless Borrower and Lender agree to other
terms of payment, these amounts shall bear interest from the date of disbursement at the MNote
rate and shall be payable, with interest, upon netice from Lender to Borrower requesting
payiment.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and prowvisions contained in
this Cooperative Rider.

(SEAL)

Borrower

(SEAL)

Borrower

[ADD AWNY NECESSARY ACENOWLEDGEMENT PROVISIONS.]
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17. Exhibit 16: Construction Rider for
Construction/Permanent Mortgage

Change Date

4155.2
12A17.a

Construction
Rider Example

(Pg. 1)

May 10, 2009

The following is an example of the Construction &itbr Construction/
Permanent Mortgage.

CONETRUCTION LOAN ADDENDUR TO NOTE
MODEL DOCUMENT

FHA CASE Mumber Drate:;

THIE [5 A MODEL DOCUMENT FOR USE [N MOETGAGE LOAN TRANZACTT
[ PROVIDED A5 AN EXAMPLE AND Is NOTVALID AND ENFORCEAELE [N
JURIEDICTIONS, LEMDERS SHOULD CONSULT WITH LEGAL COUNSEL TO
ALL FORME USED TO ORIGINATE LOANE ARE AFPROPRIATE, AND THAT .
[NETRUMENTSE ARE COMPLETED COREECTLY AWND IN COMPLIAMCE WIT!
LAWY,

CONSTRUCTION LOAN ADDENDUM AMENDING NOTE

THIS CONETREUCTION LOAN ADDENDUM (the Addendum) is made this d
, and 15 incorporated mto and shall be deemed to amend and
note made by the undersigned Borrower, (1, me, my) to evidence my indebtedness (the
and itz successors and assigns (the Note Holder)
date as this Addendum (the Note). The Mote 15 secured by a secunty instrument, as mao
i1 favor of the Lender dated the same date as this Addendum (the Security Instrument)
i1 the MNote shall have the same meaning in this Addendum.

ADDITIONAL COVENANTS. In addition to the covenants and agreements made 1
Haolder and I further covenant and agree as follows:

. CONSTRUCTION/PERMANENT LOAN
The Mote, as amended by this Addendum, 15 for a construction loan and a pertmane
During the Construction Phase of the Loan, Mote Holder wall advance funds i acce
Construction Loan &greement dated the same date as thiz Addendum (the Constn
Agreement). The “Construction Phase” iz the period beginning on the date the Los
(the Closing Date) until the first day of the month following the Completion Date
Construction Loan Agreement. The Completion Drate 15

Continued on next page
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17. Exhibit 16: Construction Rider for
Construction/Permanent Mortgage, Continued

4155.2 ADDITIONAL COVENANTS (continued)
12.A.17.a The “Permanent Phase” is the period beginning on the first day of the month following the
; Completion Date specified m the Construction Loan Agreement. On the first day of the month

Construction : ; :
Rider E | followrng the Completion Date (Permanent Mortgage Date), the Loan will he a permanent mortgage

lder Example loan. The Permanent Mortgage Date for my Loan is - My
(Pg. 2) first payment of principal and interest dunng the Permanent Phase will be due on the first day of the

second month following the Completion Date which iz as

stated in Section 3(A) of the Note.

2 INTEREST AND PAYMENTS
(&) Construction Phase Interest Rate
During the Construction Phase of the Loan, Twall pay interest only on the amount of the Loan
proceeds Lender dishurses under the Construction Loan Agreement (each, an Advance). [ wall
pay mnterest at the rate:

Chack applicable bax:
[ Stated in Section 2 of the Mote (Mote Rate)
[0 At % per annum

(B) Permanent Phase Rate
During the Permanent Phase, I will pay interest (Permanent Phase Rate) at the rate stated m
Section 2 of the Note (Note Fate).

{C) Interest Only Payments
Interest on Adwances shall be calculated from the date each Advance 1s made. My Construction
Fhase interest payments will be:

Check applicable box
Due and payable fifteen (15) days after being billed by Mote Holder, or

[0 Paid directly from the “Interest Reserve Account” established at the time of clozing in the
amount reflected m Schedule of Adwvances, attached as Exhibit “B” to the Construction
Loan &greement.

(L) Interest Reserve Payments
If I choose to establish an Interest Reserve Account, (1) Construction Phase mterest will be
adwvanced by Mote Holder from the Interest Reserve Account on the first day of the month
following the month m which the mterest 15 billed, (2) Construction Phase mterest advanced wall
be added to Principal and (3) I

Check applicable box
[0 Will pay interest on all Principal, mcluding Advances from the Interest Reserve Account.
[0 Will pay interest on all Principal; other than Advances from the Interest Reserve Account

Continued on next page
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17. Exhibit 16: Construction Rider for
Construction/Permanent Mortgage, Continued

4155.2 2. INTEREST AND PAYMENTS (continued)
12.A.17.a In the event that the Interest Reserve Account i3 depleted prior to the Completion Date, [ agree to
Construction pay directly to Mote Holder from my own funds any and all interest, which accrues prior to the
. B, letion Drate.
Rider Example FE e

(Pg.3) Mote Holder shall pay no interest on the Interest Reserve Account.

(E) Principal Prepayments; Permanent Phase Interest and Principal Payments
Any portion of a payment Mote Holder receives in excess of the interest due during the
Construction Phase or any funds Note Holder does not advance under the Construction Loan
Agreement may, at Note Holdetr's option, be used to pay costs associated with the Construction
Fhase or may be credited as a partial prepayment of the Prncipal amount of the Loan. The partial
prepayment will reduce the

] amount of
(] number of my monthly payments,

Beginning on the Permanent Mortgage Date, principal and mterest will be due and payable as set
forth 1n the Mate,

3 NOTICE OF NO ORAL AGREEMENT.
THE NOTE, THIZ ADDENDUR, THE CONSTRUCTION LOAN AGEEEMENT, AND THE
SECURITY IMSTREUMENT, AS AMEMDED, REPRESENT THE FINAL AGREEMENT
BETWEEM THE PARTIEZ AND TO THE EXTENT PEEMITTED BY LAW, MaAY NOT BE
COMTRADICTED BY EVIDENCE OF PRIOE, CONTEMPORANEDUS, OR SUBSEQUENT
ORAL AGEREEMENT OF THE PARTIES. THERE ARE MO ORAL AGREEMENTR BETWEEN
THE PARTIES.

BY SIGNING BELOW, I accept and agree to the terms and covenants contained in this Addendum.

DATED this day of

Borrowrer Borrower
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Section B. System Code and Error Exhibits

Overview

In This Section  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Exhibit 1: Home Mortgage ADP Codes 12-B-2
2 Exhibit 2: Program Identification Codes 12-B-8
3 Exhibit 3: FHA Common System Errors and 12-B-12
Documentation Problems
4 Exhibit 4: PETR Deficiency Codes 12-B-15
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1. Exhibit 1. Home Mortgage ADP Codes

Change Date

HUD 4155.2

March 1, 2011

4155.2 12.B.1.a The table below lists the Automated Data Procesg\P) codes commonly

ADP Codes used in processing FHA-insured home mortgagessented according to the

Section of the National Housing Act under which libens are insured.

Notes:

» The column entitledADP Code If Pursuant to 223(e)” refers to the code
for mortgages insured pursuant to Section 223(eigtware all obligations
of the Special Risk Insurance (SRI) Fund.

» The column entitledADP Code for HUD” refers to the code for FHA-
processed cases.

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for
to 223(e) | HUD
203(b) | Basic Home Mortgage Insurance 703 503 303 203
ARM 729 529 229
Fannie Mae (FNMA) Direct 550 250
Financing
HHL 759 259
Alternate GPM 761 561 261
HHL/ARM 780 280
Site Condominium (ARM) 731 203
Site Condominium 734 203

12-B-2

Continued on next page
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1. Exhibit 1. Home Mortgage ADP Codes, Continued

4155.2 12.B.1.eADP Codes (continued)

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for

to 223(e) HUD
203(b) | VA-CRV 223(e) Mortgage 792 392
IL 783 583 283
IL/ARM 788 588 288
HHL/Interest Buy-Down (IBD) 811 411
223(e) ARM 829
IL (Salamanca, NY) 591 291
Refinance of Borrower in 821
Negative Equity Position
Refinance of Borrower in 822
Negative Equity Position (ARM)
203(b)/ | MIA/Alternate GPM 568 268
283(c) | MIA 774 574 374 274
203(b)/ | MIAIGPM 776 576 276
283(c)
245(a)

Continued on next page
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1. Exhibit 1. Home Mortgage ADP Codes, Continued

HUD 4155.2

4155.2 12.B.Z7a ADP Code (continued)

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for
to 223(e) | HUD
203(b)/ | GPM/GEM 741 541 341 241
245(a)
GPM/IBD 763 563 263
GPM 770 570 270
GPM/IL/IGEM 782 582 282
GPM/IL 787 587 287
GPM/HHL 793 293
203(k) | Rehabilitation Home 702 502 302 202
Mortgage Insurance
Escrow Commitment 707 207
ARM 730 530 230
Second Lien 753 553 353 253
IL 801 401
223(e)/DE 802
Condominium 804 404
203(k) | HHL/IBD 805 405
Energy Efficiency Mortgage 807 507 307
(EEM)
HHL 808 408
Condominium/IBD 812 412
IBD 813 413
Condominium/ARM 815 415
203(k)/ | GPM/GEM 754 554 254
245(a)
203(n) | Cooperative — Individual Unit 560 360 260
203(n)/ | GPM/GEM 547 247
245(a)
213 Cooperative — Sales — Type 513 313 213
Releases
220(d)(3) | Urban Renewal 720 520 320 220
220(h) | Improvements 719 519 219

12-B-4
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1. Exhibit 1. Home Mortgage ADP Codes, Continued

4155.2 12.B.Z7a ADP Code (continued)

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for

to 223(e) | HUD
234(c) | Condominium 734 534 334 234
ARM 731 531 231
Refinance of Borrower in 831
Negative Equity Position
Refinance of Borrower in 832
Negative Equity Position
(ARM)
234(c)/ | MIAIGPM 777 577 277
238(c)/
245(a)
234(c)/ | MIA/Alternate GPM 569 269
238(c)
234(c)/ | GPM/GEM 742 542 342 242
245(a) | GPM 771 571 271
234(c) | Alternate GPM 762 562 262
235(r) | Homeownership 765 165
REV Assistance/Refinance
Refinance of Ten-Year Subsidy 746 146
Mortgage
Refinance (Special Allocation 755 155
No. 1)
Refinance (Recap/Special 756 156
Allocation No. 1)
Refinance (Recap/Other than 766 166
Special Allocation No. 1)
240 Fee Simple Title 740 540 240

Continued on next page
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1. Exhibit 1. Home Mortgage ADP Codes, Continued
4155.2 12.B.1.eADP Codes (continued)

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for

to 223(e) | HUD

255 HECM Assignment/Fixed 951 911

(HECM Standard)

HECM Assignment/ARM 952 912

(HECM Standard)

HECM Shared Premium/Fixed 953 913

HECM Shared Premium/ARM 954 914

HECM Shared 955 915

Appreciation/Fixed

HECM Shared 956 916

Appreciation/ARM

HECM Condominium/Fixed 957 917

(HECM Standard)

HECM Condominium/ARM 958 918

(HECM Standard)

HECM Assignment/Fixed 971

(HECM Saver)

HECM Assignment/ARM 972

(HECM Saver)

HECM Condominium/Fixed 977

(HECM Saver)

HECM Condominium/ARM 978

(HECM Saver)

12-B-6
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1. Exhibit 1. Home Mortgage ADP Codes, Continued

4155.2 12.B.Z7a ADP Code (continued)

Section Description ADP ADP ADP Code| ADP
of the Code | Code for If Code
Act for DE | VA-CRV | Pursuant for

to 223(e) HUD
Other | All MMI Sections-3% 748 548 348 248

Sections -| Downpayment Program (3%
MIA DPMT)

All Gl Section-3% DPMT 749 549 349 249
Other Sections-MIA 779 579 379 279
All MMI Sections-IBD 796 596 296
excluding 245(a)

All GI Sections-IBD 797 597 297
All SRI Sections-IBD 798 598 398 298
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HUD 4155.2

2. Exhibit 2: Program Identification Codes

Change Date

December 23, 2010

4155.2 12.B.2.a The table below describes the Program Identificaodes used to identify
special programs. These codes also apply whenainsel is pursuant to
Section 223(e), Department of Veterans Affairs ifieates of Reasonable
Value (VA-CRYV), and Direct Endorsement (DE) cases.

Program
Identification
Codes

12-B-8

Code Program Description
01 Section 203(b) (9) Housing for the elderly
02 Section 203(h) Disaster housing
03 Sections 203(i) &222 Low-cost housing in suburbeea
(Obsolete)
04 Section 203(i) Farm homes on 5 or more acres
(Obsolete)
05 Reserved for inactive program
06 Reserved for inactive program
07 For all home mortgage | Inactive
transactions pursuant to
Section 223(a) involving
public housing properties
sold by Federal, State, of
local governments, or
agencies thereof.
08 For all home mortgage
and home improvement
loan transactions
involving properties
located in redevelopmen
or urban renewal areas.
09 Section 809 » Case not guaranteed by the milita
* Inactive
Note: Code 00 will be applicable fon
guaranteed cases.

Continued on next page
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Chapter 12, Section B

2. Exhibit 2: Program Identification Codes, Continued

4155.2 12.B.za Program Identificati on Code: (continued)

Code Program Description
10 Sections 203(b) (2) & Housing for veterans
234(c)
11 Section 809 * Special veteran provision,
guaranteed Inactive
12 « Special veteran provision, not
guaranteed Inactive
13 Sections 220(d)(3) Special veteran provision
14 Sections 203, 220, & 809 « Veteran in urban renewal area
* Inactive
15 » Veteran in model city area
* Inactive
16 » Veteran in model city area in urban
renewal area
* Inactive
17 * Veteran in periphery of model cityf
area
* Inactive
18  Veteran in periphery of model cityf
area in urban renewal area
* Inactive
19 All home mortgage, homee Located in model city area
improvement, and fee « Inactive
simple title loan
transactions
20  Veteran in periphery of model cityf
area in urban renewal area
* Inactive
21  Veteran in periphery of model cityf
area
* Inactive
22 * Veteran in periphery of model cityj
area in urban renewal area
* Inactive

Continued on next page
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HUD 4155.2

2. Exhibit 2: Program Identification Codes, Continued

4155.212.B.2a Program ldentification Codes (continued)

Code Program Description
23 Sections 235(i) & Family unit in condominium
235(i) REV
24 * Family unit in condominium in urban
renewal area
* Inactive
25 * Family unit in condominium in model
city area
* Inactive
26 * Family unit in condominium in model
city area in urban renewal area
* Inactive
27 * Family unit in condominium in
periphery of model city area
* Inactive
28 ¢ Family unit in condominium in
periphery of model city area in urban
renewal area
* Inactive
29 Section 235(i) REV Family unit in a cooperatpreject
30 Section 234(c)  Resale of a conventionally financed
unit — veteran
* Inactive
31 * Resale of a conventionally financed
unit — non-veteran
* Inactive
35 Sections 235(i) & Cases originated by Department of
235(i) REV Agriculture
36 | All home mortgage
transactions involving
construction/perm
properties including
manufactured homes
40 | All home mortgage Secretary-held sale - substantial
sections rehabilitation
46 Indian claims area

12-B-10
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Chapter 12, Section B

2. Exhibit 2: Program Identification Codes, Continued

4155.2 12.B.za Program ldentification Codes (continued)

Code

Program

Description

48

Sections 203(b), 203(b)-
ARM, 203(b)/245(a),
203(k), 203(k) — ARM, &
203(k)/245(a)

Indian Reservations

Note: Obsolete; Section of the Act
ADP Codes now apply.

50

Sections 203(b), 203(k)
203(n), 233, 244, & 245

Solar Energy dwellings for veterang

51

Sections 203(b), 203(k),
203(n), 233, 244, 245, &
809

Solar Energy dwellings for non-
veterans

52

All home mortgage
sections

IBD provision

53

State-purchase property mortgages -

formerly Secretary-held (Inactive)

60

Subject to Section Trust

65

All home mortgage
sections except 222 & 23

3)

Shared Equity mortgages

70

Section 245(a)

Obsolete: Section of the AP
Codes now apply

77

All home mortgage
sections

Manufactured HousinlOT

processed as construction-permanént

loans

88

Section 8

Section 8 Homeownership Progral

90

Sections 203(b), 203(b)-
ARM, 203(b)/245(a) -
GPM, & 203(b)/245(a) —
GPM/GEM

Operative Builder Firm Commitmer

00

All cases not in program

codes shown above

ms
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HUD 4155.2

3. Exhibit 3: FHA Common System Errors and
Documentation Problems

Change Date December 23, 2010

4155.2 12.B.3.a The table below describes common FHA system eram provides

Common information for their resolution.
System
Problems
When the Problem Error Then ...
Message is ...
Mortgage Amount cannot exceed verify

$XXXX for a value of $YYYYY

* that the questioMIP Financed? is correctly answered
* that theUEMIP amount is paid in the case

* the ADP code

« that theprevious REO case is correct, and

 the mortgage amount and value entries.

Monthly P&I not within
acceptable range of $XXX.XX to
$YYY.YY

verify the

* mortgage term, and
* mortgage amount and interest rate entries.

Mortgage Amount exceeds
statutory limit

verify

* the number of units

« the county code

* that the questioMIP Financed? is correctly answered
and

« if it is an Emergency Efficient Mortgage.

Address mismatch (refinance)

* verify
—the address with the one on the payoff statement,
—that the old case number is the borrower’s, and
 contact theHOC for instructions if the error persists.

12-B-12
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3. Exhibit 3: FHA Common System Errors and
Documentation Problems, continued

4155.2 12.B..a Common System Problem (continued)

When the Problem Error Then ...

Message is ...

Borrower cited orCAIVRS submit a print-out of a clear CAIVRS screen, ifaibed

Multiple Loans at case number assignment and the borrower is cited
later.

Borrower cited on Multiple Loans « research all case numbers cited, and
« provide updated status of each case in the binder.

Note: If the property was sold, provide thi&D-1.

4155.2 12.B.3.b The table below describes common documentationigmuband provides

Common information for their resolution.
Documentation

Problems

When the documentation Then ...

problem message is ...

Appraisal andHUD-92900-LT, prior to shipment, verify that the information imet
FHA Loan Underwriting and system is for the correct case number.

Transmittal Summary information
not entered in FHA Connection

UEMIP and nettedVIP incorrectly| verify that the transmission references the correct

submitted numbers.
UFMIP and netted MIP submitted verify ten (10) days of closing.
late

Second copy of appraisal not ensure that one appraisal is fastened, and ooness |
provided loose in binder
Late letter and payment history niothis means that the late letter and history araired as
provided of the 60" day, if not received by theOC.

Missing ADP codes on appropriateverify that the case numbers have the approprdes
documents and allonges included.

Continued on next page
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3. Exhibit 3: FHA Common System Errors and
Documentation Problems, continued

4155.2 12.B..b Common Documentation Problem (continued)

When the documentation Then ...
problem message is ...

203(k) cases not closed out in | follow the close-out procedures prescribed by tkeCH
system prior to refinance

Case number not in binder verify the case number.

92900a not completed and review the form for proper signatures.
appropriately signed
HUD-1 andHUD-1 Addendum review the forms for proper signatures, particylanie
not signed and dated by all partiesseller and settlement agent.
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Chapter 12, Section B

4. PETR Deficiency Codes

Change Date

December 23, 2010

4155.2 12.B.4.a When conducting the Post Endorsement TechnicaleRe(PETR), the FHA

PETR reviewer assigns one or more technical review redsficiency codes from
Deficiency the table below to identify the risk element, doemtation deficiency or
Codes processing error present in the loan.
Code Category Deficiency
AUO1 | Automated Data integrity deficiencies. File documentatioresimot
Underwriting support Accept/Approve decision AUS.
SystemsIOTAL

AUO02 | Automated Documentation does not support credit waivers oSAU
Underwriting
Systems/TOTAL

AUO5 | Automated AUS invalid or missing.
Underwriting
Systems/TOTAL

CHO3 | Credit History Mortgage verification missimgortgage not current, or
mortgage history not satisfactory.

CH10 | Credit History Credit report unacceptable sewr format.

CH21 | Credit History Concerns related to bankrugtgedgments, liens and/or
foreclosures.

CH40 | Credit History Concerns related to poor crpditern, major derogatory
credit and/or recent material inquiries.

CH41 | Credit History | CAIVRS, LDP/GSA authorization and/or delinquent federa
debt issued not properly documented or satisfied.

CH42 | Credit History Credit report or non-traditibeedit not obtained or illegiblg.

CL32 | Closing Unallowable, excessive costs/crediidoower, or other
HUD-1 inaccuracies.

CL37 | Closing HUD-1HUD-1 Addendunif applicable), and/oGood Faith
Estimate(GFE) missing, not the final copy, incomplete or
illegible.

DC10 | Documentation | Uniform Residential Loan ApplicatiofURLA) not properly
completed or missing.

DC11 | Documentation FortdUD-92900-Anot properly completed or missing.

DC12 | Documentation Quality of imaged documentatnsufficient to permit
review.

DC13 | Documentation Questionable documentation.

Continued on next page
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HUD 4155.2

4. PETR Deficiency Codes, Continued

4155.2 12.B.4..PETR Deficiency Code (continued)

Code Category Deficiency
DC14 | Documentation Concerns related to electroaguohents.
DC15 | Documentation Case binder indexing errorstaaicies.
EQO1 | Eligibility & Invalid Social Security number (SSN) or Tax Idengfion
Qualification number (TIN).
EQO02 | Eligibility & Legal residency for non-US citizens not adequately
Qualification documented.
EQO3 | Eligibility & Borrower not owner-occupant, property not principal
Qualification residence, possible investor issues and/or elityibil
requirement for principal residence not met (inatgddentity
of interest concerns).
EQO04 | Eligibility & Quialifying ratios exceeded without acceptable campéng
Qualification factors for manually-approved loans.
EQO5 | Eligibility & Borrower deleted on streamline refinance loan withwedit
Qualification qualifying.
EQO7 | Eligibility & Payoff demand missing for refinance transaction.
Quialification
EQO08 | Eligibility & Streamline refinance eligibility criteria not met.
Qualification
FD10 | Funds Unacceptable, unsupported or insuffigearce of funds.
FD20 | Funds Concerns related to assets deriveddifi(a).
FD30 | Funds Secondary financing: source or ternasceptable, not
documented or inadequately documented.
FD60 | Funds Borrower did not make the required mimmctash
investment (downpayment).
FPO1 | Flipping Sales contract dated fewer than 9% &tam acquisition date
by seller.
FPO02 | Flipping Requirements for properties sold ni@i-180 days not
documented.
FPO3 | Flipping Waiver requirements not met to pearproperty sales
contract date less than 91 days with a sales prizease of
20% or greater above the seller’s acquisition cost.
HMO01 | HECM Borrower not eligible or eligibility not
established/documented.
HM04 | HECM Counseling requirement not satisfied/@tably documented.
HMO05 | HECM Anti-Churning Disclosure and/or suppogticalculation
missing or inaccurate.

12-B-16
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Chapter 12, Section B

4. PETR Deficiency Codes, Continued

4155.2 12.B.4..PETR Deficiency Code (continued)

D

)

Code Category Deficiency
HMO06 | HECM Loan Agreement missing, incorrect orgilde.
HMO7 | HECM Maximum Claim Amount incorrect.
HMO08 | HECM Acceptable title insurance commitment not
provided/documented.
HM10 | HECM Average Expected Mortgage Interest RBtgected Rate)
incorrect.
HM11 | HECM Principal limit incorrect.
HM12 | HECM Payment Plant incorrectly calculated andlisagrees with
HUD-1.
HM13 | HECM Excess servicing set-aside.
HM25 | HECM Concerns related to repair set-aside.
HM26 | HECM HECM for Purchase — no third party coofitions exist.
ICO2 | Income Income improperly calculated or fromumacceptable sourcg.
IC20 Income Income improperly documented.
IC22 | Income IRS-orm 45060r Form 8821required, but missing,
inaccurate or incomplete.
IC30 Income Stability of income insufficient andi{orsupported.
LAO4 | Liabilities Obligations of borrower(s) (non-mhasing spouses include
omitted, inaccurate, unsupported, undisclosed anitégible.
LIO1 LI Loans Lender Insured (LI) data integritymerns: insured loan dat
entered in FHA Connection not supported by fileudnents.
LI02 LI Loans Documentation and/or compliance esfooncerns for LI case
which were not resolved prior to insurance.
MAO4 | Maximum Mortgage amount incorredtTV limit and/or statutory limit
Mortgage exceeded.
Amount
MAO5 | Maximum Secondary Financing: maximu@LTV and/or statutory limit
Mortgage of combined mortgages exceeded.
Amount
PG10 | Program Concerns related to Hawaiian Homelanaiscing
transactions.
PG20 | Program Concerns related to 203(k) mortgages.
PG30 | Program Concerns related to construction-torgeent financing
transactions.
PG40 | Program Concerns related to Energy Efficiemtgages.

Continued on next page
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HUD 4155.2

4. PETR Deficiency Codes, Continued

PETR Deficiency Code (continued)

Code Category Deficiency
RH11 | Rehab/ Inadequate description of improvements/costs.
Construction

UW16 | Underwriting Excess cash back on No Cash-Efutance.

UW20 | Underwriting Purchase contraBial Estate Certificatioand/or
Amendatory Clausenissing, illegible or incorrect.

UW22 | Underwriting Concerns related to short sate¥@ short payoffs.

Uw23 | Underwriting Concerns related to Help for Haweers or other loan
modification program.

VAO1 | Valuation Concerns related to the Neighbohdgite, and/or
Improvements sections of the appraisal report.

VAO2 | Valuation lllegal zoning.

VAO3 | Valuation Existing construction in Speciabbtl Hazard Area (A or V
Zone) without evidence of flood insurance.

VAO4 | Valuation New Construction and/or Manufactlildome in Special
Flood Hazard Area (A or V Zone) withouDMA , LOMR, or
an elevation certificate with evidence of floodurance.

VAO06 | Valuation Property does not meet Minimum Rndp Requirements.

VAO7 | Valuation Appraisal expired.

VAO8 | Valuation Allowable commercial space in mixase property exceeded.

VA13 | Valuation Concerns related to Cost Approatthe appraisal report.

VA14 | Valuation Concerns related to Sales Comparspproach section of
the appraisal report.

VA15 | Valuation Concerns related to Income Approsettion of the appraisal
report.

VA17 | Valuation Concerns related to the Market dbads Addendum to the
appraisal report, including: missing, incompletearrect
and/or illegible.

VA18 | Valuation Owner of record not documented.

VA20 | Valuation Sales are not sufficiently compaedatio the subject property.

VA22 | Valuation FormrHUD-92800.5Bsubstantially incomplete, incorrect or
missing.

VA23 | Valuation Repairs not acceptably addressed.

VA24 | Valuation The Wood Destroying Insect Inspeatreport is missing or
incomplete, or inadequate documentation existefteat that
infestation was acceptably treated.

12-B-18
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Chapter 12, Section B

4. PETR Deficiency Codes, Continued

4155.2 12.B.4.PETR Deficiency Code: (continued)

te

Code Category Deficiency

VA25 | Valuation Compliance inspections, certificais, or local government
approvals are missing or incomplete.

VA26 | Valuation FormHUD-920510r its equivalent is substantially incomple
or incorrect.

VA27 | Valuation FormHUD-9230Q Mortgagee Assurance of Completion, is
missing, incomplete and/or incorrect.

VA29 | Valuation Manufactured home does not meegjitality guidelines.

VA30 | Valuation Value not supported.

VA34 | Valuation Newly-constructed or newly-rehataited home, does not
meet requirements.

VA36 | Valuation Condo project not approved DELRAP/HRAP.

VA41 | Valuation Concerns related to photos, map@msketch missing or
illegible.

VA42 | Valuation Concerns related to the subject emutract section of the
appraisal report.

VA43 | Valuation Responsibility foMPS repairs not detailed.

VA44 | Valuation Incorrect appraisal form used foogerty type.

V25A | Valuation Manufactured home does not meedgjines.

V26A | Valuation Condo project, spot condo not apph

V26B | Valuation Condo 51% owner-occupancy not met.

V26C | Valuation Condo — other deficiencies.

V27A | Valuation Newly-constructed home does not tmegquirements.
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Section C. Mortgage Lender Letter Exhibits

Overview

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Exhibit 1: Mortgage Lender Approval Format 12C-
2 Exhibit 2: Unconditional Direct Endorsement  12-C-4
Approval Letter Format

3 Exhibit 3: Mortgage Lender Disapproval Letter 12-C-6
Format

4 Exhibit 4: Mortgage Lender Probation Letter] 12-C-7
Format

5 Exhibit 5: Pre-Closing Sanction Letter Format -3

6 Exhibit 6: Withdrawal of DE Lender Approval 12-C-12
Letter Format a‘
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1. Exhibit 1. Mortgage Lender Approval Format

Change Date

4155.212.C.1a
Purpose of the
Mortgage
Lender
Approval

4155.212.C.1.b
Who Prepares
the Mortgage
Lender
Approval

41552 12.C.1c
M ortgage
Lender
Approval Text
Format

12-C-2

March 24, 2011

The purpose of th®lortgage Lender Approval is to notify applicant mortgage

lenders of acceptance into the Direct Endorseniga) Program on pre-
closing review status.

The Lender Approval Specialist, with appropriatsistance from technical
branches, prepares the letter for the signatutieeoflecision maker.

The Lender Approval Specialist uses the followiagiat for theMortgage
Lender Approval letter:

[Ilortgage Lender Mame]
[Ilortgage Lender Address]
[Mortgage Lender’s Ten-digit Lender Mumber 1D

We have reviewed the qualifications of vour organization and hawve
determined that the DE mortgage lender eligibility requirements have been
met With respect to the staff personnel vou have nominated, tho se listed
below meet the necessary requirements and have satisfactorily completed the
appropriate training sessions.

MAME EXPERTISE CHUME ID

UHNDEEWEITEER

Continued on next page

HUD 4155.2



HUD 4155.2

Chapter 12, Section C

1. Exhibit 1. Mortgage Lender Approval Format, Continued

4155.212.C.1.d The text below is included in tiMortgage Lender Approval letter.

M ortgage
Lender
Approval
Letter Text

Accordingly, the office noted above is approvedubmit mortgages in the
DE Program on the pre-closing review status toltame Ownership Center
(HOC) Office. During the pre-closing review perjade will perform a
complete technical review of each submission. Ui to be eligible, a firm
commitment will be issued. This pre-closing reviill include at least 15
submissions. Should these 15 submissions fakhoahstrate acceptable
underwriting, the pre-closing review status willddended. We will notify
you when the pre-closing review period has beenessfully completed.

The FHA's receipt and review of the Quality ContRbén are solely for the
purposes of determining whether the plan addreébgeBE Program
requirements. The FHA'’s review was not for thepmse of approving the
adequacy of any other provisions. Please be atitisd participation in the
DE Program is a privilege accorded only to thosetgage lenders who have
demonstrated the ability to originate mortgage $o@maccordance with FHA
underwriting policy. Accordingly, should the maatge loans submitted for
DE indicate unsatisfactory underwriting, the pegé will be reduced or
withdrawn.

12-C-3



Chapter 12, Section C

2. Exhibit 2: Unconditional Direct Endorsement Approval
Letter Format

Change Date

4155.212.C.2a
Purpose of the
Unconditional
Direct

Endor sement
Letter

4155.212.C.2b
Who Prepares
the
Unconditional
Direct

Endor sement
Letter

4155.212.C.2.c
Unconditional
Direct

Endor sement
(DE) Approval
Letter Text
Format

12-C-4

March 24, 2011

The purpose of thenconditional DE Approval letter is to notify applicant
mortgage lenders of successfully completing thecpysing review.

The Lender Approval Specialist, with appropriatsistance from technical
branches, prepares the Unconditional Direct Endoese letter for the
signature of the decision maker.

The Lender Approval Specialist uses the followiagriat for the
Unconditional DE Approval Letter:

[Mortgage Lender Name]
[Mortgage Lender Address]
[Five-digit Lender Number ID]

The purpose of this letter is to inform you YOUR KZBANY has
satisfactorily completed the pre-closing reviewipeof the Direct
Endorsement (DE) Program.

Accordingly, YOU may now begin to underwrite andsg# mortgage loans
without prior FHA review. Upon submission to thidA, the case will
undergo a pre-endorsement review as outlined in HWUE5.2,Sngle Family
Handbook.

Continued on next page
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HUD 4155.2 Chapter 12, Section C

2. Exhibit 2: Unconditional Direct Endorsement Approval
Letter Format, Continued

4155.212.C.2d Please be advised that participation in the DE Rarags a privilege
Unconditional  accorded only to mortgage lenders who continueetoahstrate the ability to
Dir ect originate mortgage loans in accordance with FHAeuwditing policy.
Endorsement  gome of the mortgage loans that you submit wiksieiect to post-

(L%Et)erA_f_’g;toval endorsement technical reviews. Should the reviadisate unsatisfactory
Format underwriting, the privilege of participating wilelreduced or withdrawn.

continued
( ) Mortgage lenders are required to notify the FHA§ changes to the

elements (reduction in net worth; staff underwritgrpraiser, inspector,
mortgage credit examiner) upon which this approved based.

12-C-5



Chapter 12, Section C HUD 4155.2

3. Exhibit 3: Mortgage Lender Disapproval Letter Format

Change Date

4155.212.C.3.a
Purpose of the
Mortgage
Lender
Disapproval
Letter

4155.212.C.3b
Who Prepares
the Mortgage
Lender
Disapproval
Letter

12-C-6

March 24, 2011

The purpose of th®lortgage Lender Disapproval Letter is to notify applicant
mortgage lenders that their applications are ngibd¢ for approval. The
Letter describes the reasons for the disapproval.

The Lender Approval Specialist, with appropriatsistance from technical
branches, prepares tMortgage Lender Disapproval Letter.

Continued on next page



HUD 4155.2 Chapter 12, Section C

3. Exhibit 3: Mortgage Lender Disapproval Letter Format,

Continued

4155.212.C.3c The Lender Approval Specialist uses the followiagrat for the Mortgage

Mortgage Lender Disapproval Letter:
L ender

Disapproval [Mortgage Lender Name]
Iﬁgtrt:',ra:e)(t [Mortgage Lender Address]

[Ten-digit Lender Number ID]

The purpose of this letter is to inform you that vese received and reviewed
your application to participate in the Departmebis Program.

Based on the information you have provided, we lttermined that your
office is not eligible for approval. The followirrgquirements of the program
have not been satisfied:

[List the requirements not met, with appropriate references from the
HUD 4155.2 handbook.]

12-C-7



Chapter 12, Section C HUD 4155.2

4. Exhibit 4: Mortgage Lender Probation Letter Format

Change Date

4155.212.C4a
Purpose of the
Mortgage
Lender
Probation
Letter

4155.212.C.4b
Who Prepares
the Mortgage
Lender
Probation
Letter

4155.212.C.Ac
Sending the
Mortgage
Lender
Probation
Letter

12-C-8

March 24, 2011

The purpose of th®lortgage Lender Probation Letter is to provide official
notification from the FHA to the mortgage lendeattprobationary sanctions
are being applied.

The Lender Approval Specialist prepares the |dttethe signature of the
decision maker.

The Lender Approval Specialist sends the letterifteged/Certified Mail,
Return Receipt Requested.

Continued on next page



HUD 4155.2 Chapter 12, Section C

4. Exhibit 4: Mortgage Lender Probation Letter Format,

Continued

4155.212.C.4d The Lender Approval Specialist uses the followiagriat for theMortgage

Mortgage Lender Probation Letter:
Lender

Probation [Mortgage Lender Name]
Letter Text

[Mortgage Lender Address]
Format [Ten-digit Lender Number ID]

The purpose of this letter is to inform you that #bove noted mortgage
lender office has been placed in probation statike Department's Direct
Endorsement (DE) Program.

As a result of the failure to underwrite mortgageris in accordance with
FHA underwriting policy, the probationary actionssdribed below are being
imposed against the office of your company notemlyab The probationary
action is effective as of your receipt of thiséett This action is taken
pursuant to Title 24, Part 200.164(h) of the Cofleemnleral Regulations, as
detailed in HUD 4155.23ngle Family Handbook.

[Provide the grounds for actions, including casebers and deficiencies.]

[If probation involves the pre-closing review ofses, the letter must provide
for DE cases in process.]

This action does not affect your eligibility to suib applications for
commitments to insure mortgages.

12-C-9



Chapter 12, Section C

5. Exhibit 5:

HUD 4155.2

Pre-Closing Sanction Letter Format

Change Date March 24, 2011

4155.212.C.5a The Lender Approval Specialist sends ne-Closing Sanction Letter by
Sending the Certified Mail, Return Receipt Requested.

Sanction Letter

4155.212.C.5b The Lender Approval Specialist uses the followiagniat for thePre-Closing
Pre-Closing Sanction Letter:

Sanction Letter
Text Format

(Pg. 1)

Subject: Placetment into Pre-Closing Status
[Lender ID Mumber]

TDiear;

This 1z to adwize you that effective thitty (300 days after the date of thiz letter,
your company 15 being placed in pre-cleosing review status under the
Department’ s Direct Endorsement Program.

Az aresult of your company’ s failure to underwrite FHA-insured mortgage
loans in accordance with HUD underwriting policies, we are suspending vour
authority to underwrite loans on an unconditional Direct Endorsement basis,
Thiz action 1z being taken pursuant to Title 24, Part 200 164(h) of the Code of
Federal Eegulations and as detailed in HUD 41552 9D 3.

The basis for this action are ag follows:

1. Owr internal post-endorsement technical review system indicates that
hetween and FHA-insured loans originated by
vour organization were reviewed, Ofthattotal,  received ratings of Fair
and _ received ratings of Poor for the Mortgage Credit underwriting, and
_ teceived ratings of Fair and  received ratings of Poor for the
WValuation underwriting.

12-C-10

Continued on next page



HUD 4155.2

Chapter 12, Section C

5. Exhibit 5: Pre-Closing Sanction Letter Format, Continued

4155.2 12.C.5.b
Pre-Closing
Sanction L etter
Text Format

(Pg. 2)

2. The percentage of loans with a default reported during the first twenty-
four months for FHA-tnsured loans originated by vour organization,
exceed comparable rates for the nation as a whole, the Philadelphia
Homeownership Center jurisdiction, and those for the offices and states in
which you do the majority of your business, as evidenced by the
following:

LOANS WITH A BEGINNING AMORTIZATION DATE

BETWEEN AND
Area Area Default/ Mortgage Lender
Claim Rate Default/Claim Rate
Tnited States
HOC
Otfice

Effective thirty (300 days after the date of this letter, vour organization will be
returned to pre-closing review status for the Direct Endorsement program. &g
aresult, applications for HUD/FHA mortgage insurance which have notbeen
underwritten and finally approved by vour organization on or after this date
are subject to technical underwriting review and firm commitment processing
by thiz office prior to closing and endorsement.

subtnissions should be placed in vellow case binders (provided under
separate cover), and maitled to the following address:

T3 Department of Housing and Urban Development
Home Ownership Center
ATTH: Insuring and Underwriting Branch

Pleasze mark both the envelope and the vellow case binder itself with the
words “TEST CASE” in large block letters, to ensure expeditious handling in
our office. While we attempt to process all pre-closing review cases within
three wotlking days after receipt, workload volume may cause delays. You
should allow at least seven worlkdays from vour mailing date for our
respotse.

Continued on next page
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Chapter 12, Section C HUD 4155.2

5. Exhibit 5: Pre-Closing Sanction Letter Format, Continued

4155.2 12_-C-5-b Touare encouraged to use the next thirty days to enter into FHA Connection

Pre'C_IOS' ng closing information for any loans already underwritten and closed. Following

Sanction Letter . o ¢ ctive date of wour return to pre-closing status, vou will be unable to

Text Format o [ . B .

(Pg. 3) eniter closing information inte FHA Connection Closing information must be
entered directly by HUD, and cases will then be processed for endorsement.
In order to avoid thcorrect routing 1n our offices, please place these caszes in
the vellow case binders as well, label them in large block letters “*TEST
CASE - FORE EWMDOESEMENT OMLY,” and forward them to the address

noted abowe,

The term of ywour probation will continue until your erganization demonstrates
satisfactory performance. If wou have any questions concerning this matter,
you may contact . Chief, Inzuring and Underwriting
EBranch, at , extension

sincerely,

Diwrizion Director

FProcessing and Underwriting

12-C-12



HUD 4155.2

Chapter 12, Section C

6. Exhibit 6: Withdrawal of DE Lender Approval Letter

Format

Change Date

4155.212.C.6.a
Purpose of the
Withdrawal of
DE Lender
Approval
Letter

4155.212.C.6.b
Prepared By
who prepares
the Withdrawal
of DE Lender
Approval
Letter

4155.212.C.6.c
Sending the
Withdrawal of
DE Lender
Approval
Letter

March 24, 2011

The purpose of théfthdrawal of DE Lender Approval letter is to notify the
lender of the withdrawal of DE lender approval gsat

The Lender Approval Specialist, with appropriatsistance from the
technical branches, prepares the letter for theasige of the decision maker.

The Lender Approval Specialist sends the letterifteged/Certified Mail,
Return Receipt Requested.

Continued on next page
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Chapter 12, Section C HUD 4155.2

6. Exhibit 6: Withdrawal of DE Lender Approval Letter
Format, continued

4155.212.C.6.d The Lender Approval Specialist uses the followiagifat for theAithdrawal

Withdrawal
Letter Text
Format

12-C-14

of DE Lender Approval letter.

[Mortgage Lender Name]
[Mortgage Lender Address]
[Ten-digit Lender Number (ID)]

The purpose of this letter is to advise you thatdpproval of the above noted
lender office to participate in the Department’sdat Endorsement program
is withdrawn. This action is effective as of yoaceipt of this letter. This
action is taken pursuant to Title 24, Part 200.hp4¢ the Code of Federal
Regulations, as detailed in HUD 4155.2 9.D.3.

[Provide grounds for action, including case numlagrd deficiencies.
Also provide for conversion of Direct Endorsemesses in process.]

You have the right to an informal hearing before decision maker to
discuss this matter. You may make documentaryoaaidoresentations and
advise what, if any, corrective action you may htaken to address the
problems identified. You may be represented byisel If requested, the
hearing will be arranged within 15 days of youruest.




HUD 4155.2 Chapter 12, Section D

Section D. Pre-Endorsement Checklist Exhibits

Overview

In ThisSection  This section contains the topics listed in theadi®low.

Topic Topic Name See Page
1 Exhibit 1: Pre-Endorsement Review 12-D-2
Approval/Rejection Checklist for HECM Files
2 Exhibit 2: Pre-Endorsement Review 12-D-5
Approval/Rejection Checklist for Non-HECM
Files

12-D-1



Chapter 12, Section D

HUD 4155.2

1. Exhibit 1. Pre-Endorsement Review Approval/Rejection
Checklist for HECM Files

Change Date

4155.212.D.1a

Documents

March 24, 2011

to the left side of the uniform case binder:

Needed for Pre-

Endor sement
Review of
HECM File

4155.212.D.1.b

» Second Note
» Second Mortgage/Deed of Trust

* three original Loan Agreements, and
* Notice to the Borrower.

The following documents should be identified durihg review, and fastened

The following is an example of the Pre-Endorsenfratiew

Pre- Approval/Rejection Checklist for HECM Files.
Endor sement
Review _ Place a checkmark in the Approved or Rejected co)was appropriate.
Approval/Rejec
tion Checklist
for HECM
| Case Number: | By:
Approved | Reected Document
(Please (Please
Check) Check)

Late Submission Explanation, if received morentB@ days after

closing

Copy of signed first Note

12-D-2

Continued on next page



HUD 4155.2 Chapter 12, Section D

1. Exhibit 1. Pre-Endorsement Review Approval/Rejection
Checklist for HECM Files, continued

4155.2 12.D.1.a Pre-Endorsement Review Approval/Rejection Checklist for HECM (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Copy of signed first Security Instrument, suchhesMortgage or
Deed of Trust

Signed ORIGINAL second Note

Signed Original or certified true copy of sec@eturity Instrument
such as the Mortgage or Deed of Trust

Signed FormHUD-1, Settlement Statement

Notice to Borrower

Signed Loan Agreement

Note: There should be three originals.

Choice of Insurance Options

Certification regarding Hotel and Transient UgeZ-, 3-, or 4-unit
properties

Evidence of Calculations, for
* principal limit, and
» monthly payment amount

Final Fannie Ma&orm 1009 Residential Loan Application for
Reverse Mortgagesigned by all borrowers

FormHUD-92900-A HUD/VA Addendum to Uniform Residential
Loan Applicationsigned and dated by the appropriate parties.

Note: Obtain the DE Underwriter's name and ID No. freage 3.

Credit Report

Evidence the borrower received counseling (FBitdiD-92902
Certificate of HECM Counseling

Evidence of Social Security Number, such as
 Social Security Card

» driver’s license, or

» 1099 form.

Title Insurance Commitment, or other acceptallie é¢vidence.

FormHUD-92800.5h Conditional Commitment Direct Endorsement
Statement of Appraised Value

Continued on next page
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Chapter 12, Section D HUD 4155.2

1. Exhibit 1. Pre-Endorsement Review Approval/Rejection
Checklist for HECM Files, continued

4155.2 12.D.1.a Pre-Endorsement Review Approval/Rejection Checklist for HECM (continued)

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-92051, Compliance Inspection Repgtepared by an
appraiser or fee inspector certifying satisfactmgnpletion of the
repairs.

* Final Uniform Residential Appraisal RepdtyRAR), and
» complete appraisal package

12-D-4



HUD 4155.2

Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files

Change Date

4155.212.D.2.

Statutory and
Regulatory

Requirements

March 24, 2011

a The contents of the Pre-Endorsement Review Appfaegction Checklist
for non-HECM Files

* are required b4 CFR 203.255and
* represent Statutory and Regulatory requirements.

4155.212.D.2b The following is an example of the right side of thinder Pre-Endorsement
Rigzt Side of Review Approval/Rejection Checklist for Non-HECMéH.
Binder
Checklist for Place a checkmark in the Approved or Rejected coluas appropriate.
Non-HECM
Files
| Case Number: | By: |
Approved | Reected Document
(Please (Please
Check) | Check)

Automated Underwriting Feedback Certification

First-Time Home Buyer Counseling Certificate, iawaiian

Homeland Loans only

Continued on next page
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Chapter 12, Section D HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Late Submission Letter/Payment History, per HUIB3.2

* Confirm if the case was submitted more than 60 d#gs the loan
closing date.

* If yes, determine if the case meets the requiresneiniate
submission processing, petJD 4155.2 8.C.7

Note: The loan must be current to be endorsed.

FormHUD 92900-LT, FHA Loan Underwriting and Transmittal
Summary

Confirm the following:

» Form is signed and dated by the Direct Endorserfiza}
Underwriter

» Underwriter ID Number is included, and

* FormHUD-9270Q 203(k) WorksheeEEM Worksheetor 203(h)
documentation is included, if applicable.

IMPORTANT: For Automated Underwriting Systems (AUS) loans,
Form 92900-LT should reflect the system used aadfipropriate
ID number. ThéDE Underwriter’s signature is not required.

Continued on next page
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HUD 4155.2 Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Note, including the note for the secondary mayegavhen
applicable. Confirm the following:

* the note is a copy
* the note contains
—the same borrower(s) names(s) that appear on Hiin-92900-
LT and formHUD 92900.4 Firm Commitmentand
—all nine paragraphs of tidodel Note
* the face page of the note is
— marked certified copy, and
- signed, conformed, or executed
 the mortgage amount is not higher than approveiti®RE
underwriter, per
—form HUD 92900-LT
- form HUD-92900-A HUD/VA Addendum to Uniform
Residential Loan ApplicatigriPage 3
* the term of the mortgage is the same as on theotniResidential
Loan Application (URLA), and reflects the corre¢iA Case
Number and Automatic Data Processing (ADP) Codé, an
« all applicable Allonges, Agreements, riders ar@sdyor
conformed, such as the
— 796 Buydown
— ARM Disclosure, or
—203(k) Rehabilitation Loan Agreements.

Continued on next page
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Chapter 12, Section D HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Security Instrument such as the mortgage or déadst. Confirm
the following:

* the security instrument is a copy
* the security instrument is
— markedcertified copy and
- signed, conformed, or executed
* the principal mortgage amount or maturity datelengecurity
instrument is not higher than that approved byDEdUnderwriter
* the security instrument contains
— Paragraph 9 Ground for Acceleration of Defand
— Paragraph8 - Foreclosure Procedures
* the property address is the same as otURRAR, and
« all riders indicated on the last page of the ségumstrument are
completed, signed or conformed, such as the
— Condominium Rider
— ARM Disclosure, or
—203(k) Rehabilitation Loan Agreements.

Continued on next page
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HUD 4155.2 Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-1, Settlement StatemeamtdHUD-1 Addendum
Confirm the following:

* legible copies of Pages 1 and 2 are included, and
* HUD-1 documents are complete and signed by the
- borrower
- seller, and
- settlement agent.

Notes:

* HUD, as the seller, does not sign on REO Sales.

» Refinances may be a one-page form and the Addeminot
required.

Final Uniform Residential Loan Application (URLA)Confirm the
URLA is signed and dated by the mortgage lenderadifabrrowers.

Note: Ensure the mortgage lender’s signature on titialin
application is acceptable, in lieu of his/her signa on the final
URLA.

Continued on next page
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Chapter 12, Section D HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-92900-A HUD/VA Addendum to Uniform Residential
Loan Application Confirm the following:

« all four pages of the Addendum are complete, agidesi and
dated by the appropriate parties, and

» Page 3 is signed by the DE Underwriter, or idesdifas AUS with
the appropriate ID.

Credit Report(s)

Asset Verification. Confirm that the Verificatiaof Deposit (VOD)
and/or bank statements are included.

Gift Letter, if the gift is shown on fortAUD 92900-LT, FHA Loan
Underwriting and Transmittal Summary

Note: If AUS accepted, a letter is not needed. The gift camobed
on theURLA, in lieu of the Gift Letter.

Income Verification. Can include any of the éoling:

* written or verbal verification of employment (VOE)
* pay stub

* Federal tax returns, or

* evidence of a pension or retirement.

Continued on next page
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HUD 4155.2 Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.b Right Side of Binder Checklist for Non-HECM Files (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Evidence of the Social Security Number (SSN)hsag

* a copy of the Social Security Card
* a pay stub, or
*» W-2, etc.

Continued on next page
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Chapter 12, Section D HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.212.D.2¢c The following is an example of the left side of theder Pre-Endorsement
L eft Side of Review Approval/Rejection Checklist for Non-HECMéH.
Binder

Checklist Place a checkmark in the Approved or Rejected cojuam appropriate.

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-9230Q Mortgagee Assurance of Completjdin
applicable. Confirm the form is completed and sjn

FormHUD-92051, Compliance Inspection ReporConfirm the
Compliance Inspection Repast

* countersigned by the Direct Endorsement (DE) Unde&swy and
» completed, signed and dated by an approved ingpecto

Note: Local government inspection, with tbederwriter
Certificationmay be accepted.

FormNPMA-33, Wood Destroying Insect Infestation Repoit
state mandated infestation report is included padiGable.

Local Health Authority’s approval for individualater and sewer
systems is included, when applicable.

Continued on next page
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HUD 4155.2 Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.c Left Side of Binder Checklist (continued)

Approved | Reected Document
(Please (Please
Check) Check)

The following New Construction Exhibits are indad:

* FormHUD-92541 Builder’s Certificationis complete, and signe
and dated by the builder.
* FormHUD-92544 Builder's One-Year Warranty
* Correct evidence, as applicable, of
—aTen Year Warranty Insuran@pplication, including the unit
number if a condominium or planned unit developn{fhiD),
or
— Early Start Letterand
—three inspections completed by the local authanitifHA fee
inspector for footings, frame, and final.
* FormNPCA-99aandNPCA-99h Subterranean Termite Treatment
Report.

1=

FormHUD-92800.5h Statement of Appraised Value

Engineer’s Certificate for Manufactured HousirguRdation.

Continued on next page
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Chapter 12, Section D

HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.c Left Side of Binder Checklist (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Confirm that the origindUniform Residential Appraisal Report
(URAR) is complete and contains the appraiser’satigre and date

For VACRV/VAMCRY loans, form VA-26-1841 ovA-26-1843a

with all attachments and endorsements.

Note: Include the VACRYV if the case involves a VA cemnsion.

12-D-14

Continued on next page



HUD 4155.2 Chapter 12, Section D

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.c Left Side of Binder Checklist (continued)

Approved | Reected Document
(Please (Please
Check) Check)

Specialized Eligibility Documents, such as but Imaited to the
following:

» 203(k), Rehabilitation Agreement, Plans, Work Wites, Cost
Estimates, and Initial Draw Request

* FormHUD-92561 Borrower’s Contract With Respect to Hotel
Transient Use of Propertipr 2- to 4-unit properties, and

» Condominiums: Occupancy Certification regarding SdWner
occupancy.

Purchase Contract and Addenda. Confirm theviotig:

» The contract and addenda are signed by all buyersellers.

» The Amendatory Clause is signed by the buyers alhers.

Note: The Amendatory Clause is not required on RE@Salr

203(k) loans.

» Real Estate Certification is signed by buyersgesg]land selling
real estate agent or broker if his/her signaturetscontained
within the purchase agreement.

Continued on next page

12-D-15



Chapter 12, Section D HUD 4155.2

2. Exhibit 2: Pre-Endorsement Review Approval/Rejection
Checklist for Non-HECM Files, continued

4155.2 12.D.2.c Left Side of Binder Checklist (continued)

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-92564-CN For Your Protection

Note: This item is not required for

* proposed or under construction properties, or
* VACRV/VAMCRYV loans.

4155.212.D.2d The following documentation may also be included.
Additional
Documentation

Approved | Reected Document
(Please (Please
Check) Check)

FormHUD-54111 DE Request for Insurance Endorsemenan
alternative such as the 9100 screen. Confirmdha br screen is
included and completed.

If this documentation is included, confirm the 9XKibeen is
sufficiently pre-filled to complete the CHUMS scnse

Special Certification and Forms, as applicatl@@nfirm the
following is executed:

» well or septic local approval letter, or
* local code letter for 221(d)(2).
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HUD 4155.2 Chapter 12, Section E

Section E. Other Loan Program Exhibits

Overview

In ThisSection  This section contains the topics listed in the table below.

Topic Topic Name See Page
1 Exhibit 1: Single-Family Homeownership 12-E-2
Center Jurisdictions
2 Exhibit 2: Single Family Originating Lending 12-E-3
Areas
3 Exhibit 3: Request for MIC Correction Format 12-E-12

12-E-1



Chapter 12, Section E

HUD 4155.2

1. Exhibit 1. Single-Family Homeownership Center
Jurisdictions

Change Date

41552 12.E.1.a
HOC
Information

12-E-2

May 10, 2009

The table below lists the Homeownership Center (HOC) jurisdictions and

representative states.
HOC Representative
States

Atlanta Alabama Indiana Puerto Rico
Florida Kentucky South Carolina
Georgia Mississippi Tennessee
Illinois North Carolina Virgin Islands

Denver Arkansas Missouri South Dakota
Colorado Montana Texas
lowa Nebraska Utah
Kansas New Mexico Wisconsin
Louisiana North Dakota Wyoming
Minnesota Oklahoma

Philadelphia | Connecticut Michigan Pennsylvania
Delaware New Hampshire Rhode Island
District of New Jersey Vermont
Columbia
Maine New Y ork Virginia
Maryland Ohio West Virginia
M assachusetts

Santa Ana Alaska Guam Nevada
Arizona Hawali Oregon
Cdifornia Idaho Washington




HUD 4155.2 Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas

Change Date May 10, 2009

4155.112.E.2a Thetable below liststhe Single Family originating lending areas.
Lending Areas

L ocation of Lender Office Lending Areas
Alabama Alabama
Florida
Georgia
Mississippi
Tennessee
Alaska Alaska
Arizona Arizona
Cadlifornia
Nevada
New Mexico
Arkansas Arkansas
Louisiana
Tennessee
Texas
California Arizona
Cdifornia
Nevada
Colorado Colorado
Kansas
Nebraska
New Mexico
Utah
Wyoming
Connecticut Connecticut
New Y ork
Maine
M assachusetts
New Hampshire
New Jersey
Pennsylvania
Rhode Island
Vermont

Continued on next page
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Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

District of Columbia

Delaware

District of Columbia
Maryland

New Jersey
Pennsylvania
Virginia

West Virginia

Delaware

Delaware

District of Columbia
Maryland

New Jersey

New Y ork
Pennsylvania
Virginia

Florida

Alabama
Florida
Georgia
Mississippi

Georgia

Alabama
Florida
Georgia

South Carolina
Tennessee

Hawalii

America Samoa
Guam

Hawali

Northern Marianas

Idaho

Idaho
Montana
Oregon
Utah
Washington

12-E-4

Continued on next page
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HUD 4155.2

Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

Indiana

Tennessee

[llinois

Tennessee
Wisconsin

lowa

Minnesota

South Dakota
Wisconsin

Kansas

Oklahoma

Kentucky

Tennessee

Louisiana

Mississippi

Continued on next page
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Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

Maine

Connecticut
Maine

M assachusetts
New Hampshire
Vermont

Maryland

Delaware

District of Columbia
Maryland

New Jersey
Pennsylvania
Virginia

West Virginia

M assachusetts

Connecticut
Maine

M assachusetts
New Hampshire
New Jersey
New Y ork
Rhode Island
Vermont

Michigan

[llinois
Michigan
Indiana
Ohio

Minnesota

lowa
Minnesota
North Dakota
South Dakota
Wisconsin

Mississippi

Arkansas
Alabama
Florida
Louisiana
Mississippi
Tennessee

12-E-6
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HUD 4155.2

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

Chapter 12, Section E

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

Missouri

Illinois
Kansas
Missouri

Montana

Idaho
Montana
Wyoming

Nebraska

Colorado
lowa

Kansas
Nebraska
South Dakota

Nevada

Arizona
Cadlifornia
Nevada
Utah

New Hampshire

Connecticut
Maine

M assachusetts
New Hampshire
New Y ork
Vermont

Rhode Island

New Jersey

Connecticut
Delaware

District of Columbia
Maryland

M assachusetts

New Jersey

New Y ork
Pennsylvania

Rhode Island
Virginia

New Mexico

Arizona
Colorado
New Mexico
Texas

Continued on next page
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Chapter 12, Section E HUD 4155.2

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

New York

Connecticut
Delaware

M assachusetts
New Hampshire
New Jersey
New Y ork

Ohio
Pennsylvania
Rhode Island
Vermont

North Carolina

North Carolina
South Carolina
Tennessee
Virginia

North Dakota

North Dakota
Minnesota
South Dakota

Ohio

Indiana
Kentucky
Michigan
New Y ork
Ohio
Pennsylvania
West Virginia

Oklahoma

Kansas
Oklahoma
Texas

Oregon

Idaho
Oregon
Washington

12-E-8

Continued on next page




HUD 4155.2 Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office Lending Areas
Pennsylvania Connecticut
Delaware
District of Columbia
Maryland
New Jersey
New Y ork
Ohio
Pennsylvania
Virginia
West Virginia
Puerto Rico Puerto Rico
Virgin Islands
Rhode Island Connecticut
M assachusetts
New Hampshire
New Jersey
New Y ork
Rhode Island
South Carolina Georgia
North Carolina
South Carolina
Tennessee
South Dakota lowa
Minnesota
Nebraska
North Dakota
South Dakota

Continued on next page
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Chapter 12, Section E

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

HUD 4155.2

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

Tennessee

Alabama
Arkansas
Georgia
[llinois
Indiana
Kentucky
Mississippi
North Carolina
South Carolina
Tennessee

Texas

Arkansas
Louisiana
New Mexico
Oklahoma
Texas

Utah

Colorado
Idaho
Nevada

Vermont

Connecticut
Maine

M assachusetts
New Hampshire
New Y ork
Vermont

Virgin Islands

Puerto Rico
Virgin Islands

Virginia

Delaware

District of Columbia
Maryland

New Jersey

North Carolina
Pennsylvania
Virginia

West Virginia

12-E-10
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HUD 4155.2

2. Exhibit 2: Single Family Originating Lending Areas,

Continued

Chapter 12, Section E

4155.1 12.E.2.a Lending Areas (continued)

L ocation of Lender Office

Lending Areas

Washington

Idaho
Oregon
Washington

West Virginia

District of Columbia
Kentucky

Maryland

Ohio

Pennsylvania
Virginia

West Virginia

Wisconsin

[llinois
lowa
Minnesota
Wisconsin

Wyoming

Colorado
Idaho
Utah
Wyoming

12-E-11



Chapter 12, Section E HUD 4155.2

3. Exhibit 3: Request for MIC Correction Format

Change Date March 24, 2011

4155.212.E.3.a Thefollowing isan example of the format to use for the Request for MIC
Format for Correction form.

Requesting an

MIC

Correction

Date:

To: HOC (MIC Corrections)

From:

(Lender’s Matme) {Contact Person) (Phone Number

{Lender’s [D Numher)

Address to send MIC:

We ate requesting a corrected Mortgage Insurance Certificate (MIC) for FHA Case #
The required documentation is provided as indicated below as well as the original MIC,

Continued on next page
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HUD 4155.2

Chapter 12, Section E

3. Exhibit 3: Request for MIC Correction Format, Continued

4155.2 12.E.3.a
Format for
Requesting an
MIC
Correction
(Cont.)

Request Correction
To:

Required Documentation

Address Correction

URAR and Note

Borrower Names(s)

ADP Code Other supporting
documentation, such as
» Buydown Agreement
» 203(k) Worksheet

Maturity Date Note

First Payment Date Note

P&l * Note

* HUD-92900-LT, FHA Loan
Underwriting and Transmittal
Summary

Interest Rate

* Note

* HUD-92900-LT, FHA Loan
Underwriting and Transmittal
Summary

Request Correction
To:

Required Documentation

Addition of Coborrower

* Note

* URLA

* HUD-92900-LT, FHA Loan
Underwriting and Transmittal
Summary

Socia Security Number

Socia Security Card, Pay Stub,
or W-2

Other (Identify)

Appropriate Supporting
Documentation

Continued on next page
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Chapter 12, Section E

HUD 4155.2

3. Exhibit 3: Request for MIC Correction Format, Continued

4155.2 12.E.3.aFormat for Requestingan MIC Correction (Cont.) (continued)

Request Correction
To:

Required Documentation

Increased Mortgage
Amount

Note

HUD-1

HUD-92900-LT, FHA Loan
Underwriting and Transmittal
Summary Full Payment History

FHA Case Number

Note

URLA

HUD-92900-LT, FHA Loan
Underwriting and Transmittal

Summary
ADP Code for aMajor Note
Change, such as 703 to URLA

704

HUD-92900-LT, FHA Loan
Underwriting and Transmittal
Summary

12-E-14

Continued on next page



HUD 4155.2

Chapter 12, Section E

3. Exhibit 3: Request for MIC Correction Format, Continued

4155.212.E.3b  The table below describes additional instructions to follow when requesting

Additional

I nstructionsfor

MIC
Correction

an MIC correction.

Type of Correction

I nstruction

Address Correction

» Some states require that the Deed of Trust
be submitted.

« Contact the appropriate HOC for additional
information.

* Increased Mortgage
Amount

* FHA Case Number
» ADP Code Magjor
Change

Requires

« recalled case binders from a Records
Holding Center, and
* additional processing time.

Increased Mortgage
Amount

» Check Payment History for a Principal
Reduction.

* Reguests for an additional mortgage amount
require payment of the differencein UFMIP,
before the correction can be made.

ADP Code, including a
major change

» The LTV cannot be changed because
CHUMS

— computesthe LTV, and
— does not allow manual overrides, and

» ADP code 748 isonly for purchases with a
vaue of $50,000 or less.

12-E-15
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