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CHAPTER 15. CO NSURANCE ON COVPLETI ON

GENERAL. The | ender may choose to coinsure a nortgage on conpletion
(i.e., without coinsuring construction advances and with only a
single closing). Al requirenments of this handbook apply to
projects insured upon conpletion except as nodified by this chapter

COW TMENT TO CO NSURE ON COVPLETION. The commitnent nust require
construction to start within 60 days of comitnent issuance. It is
effective through the schedul ed construction period.

A.  You nust use the format in Appendix 24c. You may reprint it on
your | etterhead.

B. You may never issue a conmtment before:

1) The required HUD processing in paragraphs 6-8 through 6-13
is complete for:

- Environnental assessnent and Finding of No Significant
I mpact (FONSI)

Previ ous participation review

Affirmative Fair Housing Marketing Plan

I ntergovernnmental review (if applicable)
- Housi ng need/ mar ket anal ysi s

2) You have approved a conmplete naster set of draw ngs and
speci fications.

REQUI REMENTS BEFORE CONSTRUCTI ON CAN BEG N.  You nust ensure that:

A. There is a valid firmcomm tnent outstanding and the project was
processed and underwitten follow ng the requirements of this
handbook.

B. The project conplies with applicable zoning | aws and
regul ati ons.

C. You have received the construction contract (Form HUD 92442
- See Appendi x 26).

D. Any permitted conmitnent and inspection fees that you elect to
charge under paragraph 4-5 have been paid.

E. You have given the general contractor the deternination of
prevailing wages fromthe HUD field office pursuant to
par agr aph 6-13.
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(15-3) F.

15-4.

G

A pre-construction conference has been held pursuant to
par agr aph 12-2.

The Agreenent and Certification is signed (Appendi x 33b).

EXTENSI ON OF CONSTRUCTI ON START DATE OR COVM TMENT. See par agr aph
6-6 C for instructions.

15-5. CONSTRUCTI ON PERI OD

A. Construction change, Form HUD 92437 (Change Orders). Process
the sane as in paragraph 13-6, except that you do not have to
determ ne whether there are funds available for increased costs
or notify the surety unless you think the nortgagor will be
unabl e to defray the cost of the increase, leading to a lien on
the property that could del ay endorsenent.

B. Property Insurance Schedul e and requirenents. Wen on-site
construction is 80 percent conplete, and, in any event, before
endorsement of the credit instrunent, you nust prepare:

1) Property Insurance Schedul e, Form HUD- 92329, that:
a) Correctly shows the insurable value of the conpleted
structures.
b) Reflects any changes in cost occurring after the firm
comm t ment was i ssued.
2) Property Insurance Requirenments, Form FHA-2447.
a) Fill out and date the FHA-2447 as of its preparation
b) In the space provided in paragraph 3, put the date of
t he HUD- 92329
c) Staple a copy of the HUD- 92329 to each copy of the
FHA- 2447. Keep the original for the project docket.

C. Permission to occupy. Same as paragraph 13-13.

D. Cost certification. Sanme as paragraph 13-14.

E. Mortgage increase. Sane as paragraph 13-15.

6/ 85 15-2
4561. 1
15-6. PREPARATI ON FOR CLOSI NG



15-7.

15-8.

NOTE:

A Firmcommtnent conditions. You nust ensure that there is a
valid firmcomr tment outstanding and that the nortgagor has
complied with all its conditions and with the FHA-2580.

B. Cdosing site. Any place agreed to by | ender and nortgagor
except a HUD field office.

REVI SION OF FORMS.  Same as paragraph 12-3.

CLOSI NG DOCUMENTS.  Unl ess noted in paragraphs A through D, bel ow,
the docunents |listed and instructions about themare the sane as
for insurance of advances. (See Chapters 12 an 14.) Starred (*)
itenms are required HUD forms or formats.

Mort gagor's organi zati onal docunents
Lease (if there is a | easehold - see Form FHA-2070 for required
| ease provisions) (Appendix 66)
Surveyor's pl at
* Surveyor's Certificate (FHA-2457)
Evi dence of zoning conpliance
Buil ding permts
Mort gage (Deed of trust)
Not e
Regul at ory Agreenent (Appendix 36)
Bui | di ng Loan Agreenent (Appendix 32)
Title policy
Construction contract (HUD 92442)
Latent defects escrow or bond (FHA-3259)
Escrow Deposit Agreenent (FHA-2456)
Assurance of Conpletion for Offsite Facilities (FHA-2446)
Mortgagor's Cath
Mortgagor's attorney's opinion (see paragraph 12-5 F)
Contractor's Prevailing Wage Certificate (HUD 92448)
Chattel nortgage or security agreenent
* Assurance of funds to neet operating deficit (FHA-2476, 2477 and
2476a)
* Request for endorsenment of credit instrument (FHA-2455)

(Appendi x 56)

The endorsenent package nust al so contain the Agreenent and
Certification (Appendi x 33b), which was signed and filed with the
| ender before construction start.

L T

E R R T R

A Title policy. Title evidence nmust be continued to date of
credit instrument endorsenent.

B. Latent defects escrow. At endorsenent, the nortgagor nust:
1) Make a cash escrow deposit (or substitute an unconditiona

and irrevocable letter of credit) of 2-1/2 percent of the
princi pal anmount of the nortgage, or
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2) Provide a surety bond of 10 percent of cost of construction
or substantial rehabilitation

This anpbunt, in whatever form nust be retained by the | ender
for at least 18 nonths after substantial conpletion. (See
par agr aph 14-5 and Handbook 4561.2, Servicing.)

Property insurance requirenents. |If you did not notify the
nort gagor of these requirenents pursuant to paragraph 15-5 B
do so imredi ately.

HUD ENDORSEMENT. After closing, submt the credit instrunment for
endorsenment to the HUD field office with jurisdiction

A

The request for endorsenent nust be signed by a senior corporate
official certifying that:

1) The I oan has been processed, underwitten and closed in ful
conpliance with all programrequiremnents.

2) Construction or substantial rehabilitation has been
compl eted and inspected in full conpliance with all program
requirenents.

3) Al parties requiring clearance under HUD s previous
participation procedures received it.

4) Al conditions of the firmcomrmtnent and the FHA-2580 have
been sati sfi ed.

5) HUD witten approval was obtained for

- Environnental review and Finding of No Significant |npact
(FONSI )

- Affirmative Fair Housing Marketing Pl an
- Intergovernnmental review (if applicable)

6) Prevailing wages were paid and all other |abor standards and
equal enploynent requirenents foll owed.

7) You have (or have not) obtained reinsurance and, if so, the
anmount .

8) The project is (or is not) financed through the sale of
bonds.

Attach to the letter

1) Copy of your HUD 221(d) coinsurance prelimnary approva
letter.
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(HUD endorsenent - con't.)

(15-9)

2)

3)

4)

5)

6)

7)

8)

9)

I f you have conpl eted all pre-endorsenent review requirenents
pursuant to paragraph 2-7, the HUD letter granting ful
underwriting authority.

Copy of appraisal and linmted plan package (as described in
par agraph 12-6 B. 3).

Copies of firmconmmtment with signed copies of Forns HUD- 92264
and 92264- A attached.

Mortgagee's Certificate (Appendix 37) and Mrtgagee's
Attorney's Opinion (Appendi x 38).

Your check for .4 percent of the face amount of the nortgage
for the first year's MP.

Certified copies of nortgage (deed of trust) with attached
regul atory agreement, note and duplicate original of title
policy and certified copies of escrow agreenents. (If
recorder-certified copies cannot be obtained in tinme for HUD
endorsenment, HUD nay accept copies certified by the title
conpany.) HUD will keep these docunents.

Management certification

I nformati on sheet containing the foll ow ng:

a) Superseded project nunber (the old FHA project nunber if
the project's previous nortgage | oan was insured or held
by HUD) .

b) Servicer nane, address and FHA nortgagee nunber.

c) management agent name, address and Enpl oyer Identification
Nurnber .

d) Month/day the project's fiscal year ends. Project annua
financial statements are due 60 days after this date.

e) |If the project is subsidized, include the foll ow ng:

- Subsidy type (Section 8, Rent Supplenent or Renta
Assi stance Program

- If the project receives Section 8 assistance, the
Section 8 programtype (e.g., noderate rehabilitation
new construction, |oan nanagenent set-aside or
property disposition set-aside)

- Nunber of units of each subsidy type
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(HUD endorsenent - con't.)

(15-9) 10) A statement by an authorized Senior corporate official that
you have increased your sound capital resources by $1 per
$300 of the nortgage ampbunt to be endorsed.

11) Conpl eted Form FHA-290, C osi ng Menorandum (See Appendi x
25), if required by HUD field office with jurisdiction.

15-10. CLOSEQUT OF CONSTRUCTI ON ESCROW  Sane as paragraph 14-7.
15-11. CLOSEQUT OF WAGE ESCROMNS. Same as paragraph 14-8.
15-12. GUARANTEE | NSPECTI ON. Sanme as paragraph 14-9.

15-13. DOCKET PREPARATION. Sane as paragraph 12-8.
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