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CHAPTER 4. REPORTI NG OF LOANS

GENERAL. This chapter provides the required procedures for
reporting loans for insurance registration and, paynment of

i nsurance charges billed by HUD. It is inportant that |enders
foll ow these procedures without deviation. Loans nust be
properly reported and accepted by HUD in order to have insurance
coverage. Lenders should reconcile their records of |oans
intended to be insured with HUD s listing of insured |oans to
make certain their |loan portfolios are properly insured.

Loans that are not insured within the prescribed linits as set
forth in this chapter, may be insured at a later date, if the
loan is current and the lender certifies that fact. The insured
will be charged for all past due prem uns.

Lenders should pay particular attention to the insurance reserve
section in this chapter as that determ nes the maxi numinsurance
coverage on a portfolio. Each claimwll be paid on 90 percent
of the established | oss, however the total portfolio is insured
only up to 10 percent of all loans reported for insurance |ess
adj ust nent .

REPORTI NG REQUI REMENTS.

a. Reporting Forms. The forms used for reporting Title
Property | nprovenent Loans are:

(1) For newloans. Title | Loan Reporting Mnifest, Form
HUD- 56004 ( Appendi x 3, pages 1 and 3), or 80-col um
punched tabul ati ng cards (Appendi x 3, page 5).

(a) Lenders who utilize tabul ating equi pnent or who
have devices that convert required reporting data
fromother types of equipment to an 80-col um
tabul ating card, have the option of reporting new
| oans for insurance registration either by neans
of punched tabul ating cards or by manifest, or by
bot h met hods. However, to avoid duplicate
billing, only one nmethod may be sel ected for
reporting any one loan. Further, if the Title
Loan Reporting Manifest is elected, only the 7/76
and 10/ 79 revisions shall be used.

(b) Lenders who elect to use the card nethod of
reporting nmust order tabulating cards fromtheir
own source of supply. The card nust conformto
the illustration in Appendix 3, page 5. No other
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type of tabulating card nmay be substituted, and no
deviation frominstructions for preparation of the
card (Appendix 3, page 4) is permtted.

(2) For refinancing of loans. Title |I Refinancing Report,
Form FH- 5 (Appendi x 3, page 7).

(3) For transfers of |oans between lenders. Title
Transfer of Note Report, Form FH 6 (Appendi x 3, page
9).

b. Wien to Report. Title | Regulations require that a | oan
initially reported for insurance registration shall be
reported within 31 cal endar days fromthe date of the note
or date upon which it was purchased from a deal er
Ref i nanci ngs and transfers nust be reported within 31
cal endar days fromthe date of refinancing or transfer
A refinance or transfer report cannot be processed until the

original note has been acknow edged on a Title | Billing
St atement (Appendi x 3, page 11) and the prem um paid as
billed.

(1) To avoid nmonth-end accunul ations and pernmit tinely
notification to |l enders of registration of |oans for
i nsurance, |enders who use mani fest-type reporting
shal |l subnmit reports daily when the volune is 14 or
nor e.

(2) Lowvolume |lenders shall submt reports pronptly when
14 itens have been accunulated. |n any event,
regardl ess of the nunber of loans, a manifest shall be
submitted at the end of each week

(3) Lenders reporting new | oans by punched tabul ati ng
cards shall submt cards pronmptly when a bl ock of
approxi mately 200 has been accunul ated. For |esser
accunul ations, cards shall be submtted once each week.

MAI LI NG | NSTRUCTI ONS. To expedite processing by HUD,
cooperation of all lenders is requested in nailing nmanifests,
punched tabul ating cards, and reports according to the follow ng
instructions:

a. Manifests (Form HUD 56004) or Punched Tabul ating Cards are
nailed to the Ofice of ADP Operations, Attention
Producti on and Data Control Division, Departnent of Housing
and Urban Devel opnent, Washington, DC 20410. The cards
shal |l be wrapped carefully in several folds of heavy
wr appi ng paper and tied securely with strong cord to prevent
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damage or 1oss in shipnent. Only the 7/76 revision of the
FH- 4 or the 10/ 79 revision of the HUD-56004 shall be used.

b. Refinancing Reports (Form FH5) and Transfer of Note Reports
(FormFH6) are mailed to the Ofice of Finance and
Accounting, Attention: Title | Branch, Departnent of
Housi ng and Urban Devel oprment, Washi ngton, DC 20410.

c. Avoid attachments of any kind to the Title | report forns.
Unnecessary attachnents, such as transmittal letters, result
in delay of insurance registration since all report forns
havi ng attachnents are set aside for special handling.

PREPARATI ON OF REPORTI NG FORMS. To minimze rejection of the
data entered into HUD s automati c data processing equi prent, all
reports nmust be typed and the data carefully verified before
mailing. Lenders are particularly cautioned to insert their
nanes, addresses, and the correct 5-digit contract nunbers on
the mani fests exactly as shown in the top portion of the billing
statenments. Lenders reporting by punched tabul ati ng cards nust
verify the data punched into the cards before subni ssion

a. Manifest and Punched Tabul ating Cards. Instructions for
preparati on of the Loan Reporting Manifest (Form HUD 56004)
and the tabulating card (if this method of reporting is
el ected by the | ender) are provided in Appendix 3, pages 2
and 4. Only the 7/76 revision of the FH4 and/or the 10/ 79
revision of the HUD-56004 shall be used.

b. Refinancing Reports and Transfer of Note Reports.
Instructions for preparation of the Refinancing Report (Form
FH 5) and the Transfer of Note Report (Form FH 6) are
provided for in Appendi x 3, pages 6 and 8.

CLEARANCE OF EXCEPTIONS. HUD s ADP equi pnent will reject a | oan
reported for insurance registrati on when the tabulating card
submitted by the | ender, or the tabulating card created by HUD
fromthe mani fest (Form HUD-56004) or fromthe Refinancing
Report (Form FH5), contains data that is in error,

i ncompati ble, or inconplete.

a. Loans Rejected are listed in a section of the Title | Loan
Statenment, Form HUD 2041. This sectionis titled
"Exceptions Reported,"” and each itemin this section will be
coded as to the reason for rejection. The origina
reporting docurment, whether a tabulating card, manifest, or
refinancing report, is not returned to the Iender. The
reason for non-acceptance nmay be determ ned by matching the



error code shown in the Insurance Charge or Reject
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I dentification columm of the "Exceptions Reported" section
with the listing or error codes and nessages on the reverse
of the Form HUD 2041 (Appendi x 3, page 10).

b. For the Rejected Loans that appear in the "Exceptions
Reported" section, all itens shall be corrected pronptly by
the Il ender, and the correct data shall be reported in
the |l ender's next subm ssion of a manifest or tabul ating
cards (for new |l oans) to obtain insurance registration. A
corrected refinancing | oan shall be resubmtted on a new
Form FH 5. Form HUD- 2041 shall not be returned when
resubmtting corrections.

| NSURANCE RESERVES. An insurance reserve is established for al
participating lenders. For each eligible |oan reported by an
insured | ender and accepted for insurance registry by HUD, a
paper figure equal to 10 percent of the net proceeds of the Ioan
is credited to the lender's insurance reserve. The cumul ative
credits to the insurance reserve for each lender will equal 10
percent of the net anpbunt advanced by it on all eligible |oans.
Each lending institution is thus insured against |losses on its
overal |l lending operation, with the anount of each claimpaid
bei ng subtracted fromthe insurance reserve recorded for the
particular lending institution that subnmitted the claim

a. Annual Reserve Adjustnents. On COctober 1, inmediately
followi ng the expiration of 5 years after the date of the
i ssuance of the contract of insurance by the Conmi ssioner
the anobunt of insurance reserve to the credit of such
insured is adjusted by carrying forward into the next annua
period 90 percent of the unused reserves outstanding on such
date. The insurance reserve of each insured is adjusted in
Ii ke manner on each subsequent Cctober 1. No such
adj ustnent shall reduce the insurance reserve of any insured
to an anmount |ess than $15, 000.

b. Unused Reserves. The anount of unused reserves to be
carried forward at the beginning of each annual period is
determi ned according to the records of the Commi ssioner, and
a statenment showi ng the anobunt of such unused reserves is
furni shed each insured as pronptly as possible after the
cl ose of each annual period. The nonthly and annual reserve
adj ustnents appear on the billing statenent.

c. Comm ngl ed Reserves. The aggregate anount of |oans advanced



by a lending institution, for the purposes of determ ning
its general insurance reserve, shall include |oans reported
for insurance under both the property inprovenent and
manuf act ured (nobile) home | oan prograns.
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4-7. COVPUTATI ON OF TERM AND | NSURANCE CHARGE. The insurance charge
for each loan is calculated by HUD and billed to the approved
lending institution on a nonthly statenent. The nethod of
computing the charge is explained in the foll ow ng paragraphs.

4-8. NEWLOANS. Term The termof the |oan, for insurance purposes,
is computed fromthe date of the note to the maturity date. HUD
determnes the final maturity date of the loan fromthe
informati on furnished by the lender as to the date of the first
paynment, the nunber of payments to liquidate the |oan, and the
node of paynment. No charge is nade for a fractional part of a
nonth which is 14 cal endar days or less, and a charge for a ful
month is made for a fractional part of a nonth which is 15
cal endar days or nore.

4-9. I NSURANCE CHARGE. The regul ations provide for an insurance
charge conputed on the net proceeds of each | oan reported for
i nsurance. The charge for a full nmonth is nade for the
fractional period of a nmonth if nore than 14 days, but no charge
is mude if the fractional period is 14 days or |ess. For
exanple, in the case of a loan for a termof 36 nonths and 14
days a charge is nade for 36 nonths, and in the case of a |oan
for 36 nonths and 15 days a charge is made for 37 nonths.

a. Lending institutions are billed on monthly statenments. The
statenent covering initial insurance charges constitutes
acknow edgenent and acceptance of the loans for insurance
regi stration.

b. No part of the insurance charge with the exception of |oans
made to inprove nursing hones and other related nedica
facilities, may be passed on to the borrower if such charge
woul d cause the total payments to exceed the nmaximum
fi nanci ng charge pernmitted.

c. The Regul ati ons nmake no provisions for cancellation of
i nsurance and provide only for refunds and abatenent as set
out in 24 CFR 201.13. Consequently, a lender deciding to
di sconti nue reporting new | oans for insurance cannot be
relieved of the liability to pay future renewal insurance
prem unms on | oans previously insured.



d. Rates. The per annuminsurance charge for Historica
Preservation Loans is conputed at the rate of fifty-five
one- hundredt hs (.55) of one percent of the net proceeds.

The per annum i nsurance charge for Property | nprovenent and
Fire Safety Equi prent Loans is conputed at the rate of fifty
one- hundredt hs (.50) of one percent of the net proceeds.
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e. Calculation. To obtain the total insurance charge on the
|l oan, the factor for 1 nonth (insurance rate divided by 12
nonths) is multiplied by the amount of net proceeds, and
this result is then nmultiplied by the termin nonths.

f. Billing. The total insurance charge is billed to the |ender
for each | oan having a duration of 25 nonths or less. The
i nsurance charge on those | oans having a termin excess of
25 nonths is payable in installments. Each installnent is
the equival ent of the charge for one year, except the fina
installnment is inclusive of any fractional part of a year
when such fractional part is 6 nonths or |ess

g. Refund or Abatenent. Title | Regulations for insurance
charge refund and abatenent are cited in paragraph 4-15.

h. Due Dates. The initial insurance charge shall be paid
within 25 cal endar days of HUD s acknow edgnment of the | oan
The second and succeeding installnents, if any, are billed
on the first and each succeedi ng anniversary of the first
day of the nonth in which the note was dated. These
install nents must be paid within 25 cal endar days of such
billing by HUD in order to avoid | ate charges (see paragraph
3-12.)

i. Exanple. A Property Inmprovenent Loan with proceeds to the
borrower of $1,000 is dated January 18, 1981, and matures on
February 18, 1986. The insurance charge factor for one
nonth is .00041667 (.0050 divided by 12 nonths).

PERI CD TERM | N | NSURANCE PAYABLE
MONTHS CHARGE
1-18-81/1-18-82 12 $5. 00 - Wthin 25 cal endar
days of acknow edgenent
1-18-82/1-18-83 12 $5. 00
1-18-83/1-18-84 12 $5. 00 - Wthin 25 cal endar
1-18-84/1-18-85 12 $5. 00 days after billing

1- 18-85/ 2-18-86 13 $5. 42 by HUD



4-10.

REFI NANCI NG. The adj usted i nsurance charge in a refinancing
transaction is the amount due HUD on the new note after credit
has been all owed for the unearned charge paid on the | oan being
refinanced. The conputation of the credit for the unearned
charge of the |oan being refinanced is explained bel ow
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a. Unearned Charge. The unearned charge in a refinancing
transaction is established by first determ ning the earned
charge then subtracting that anbunt fromthe total charges
paid. Detailed steps to be taken in determ ning the
unearned charge are as foll ows:

(1) Count the nunber of nonths between the date of the note
bei ng refinanced (old note) and the date of the
refinancing note (new note) to obtain the earned charge
nonths. Take into consideration that the exact nunber
of days are counted.

(2) Miltiply the nmonthly insurance charge factor tines the
nunber of nonths for which insurance charges are earned
(see (1) above) times the original anount of proceeds
of the old note being refinanced to obtain the anount
of earned insurance charges

(3) Deduct the anmpunt of earned insurance charges (see (2)
above) fromthe total insurance charges paid to obtain
the amobunt of credit (unearned charge) due on the
refinancing note. The ADP System automatically credits
this amount to the insurance charge due on the new
note, and bills the I ender a net charge. (See Appendi x
3, page 11). Wen withhol ding insurance charges on a
refinanced | oan, which appears under the Initial
Billing Section, deduct the net charge (not the gross
charge) for the note.

b. Exanple. A Cass 1 Property Inprovenent Loan dated June 10,
1980, for a termof 24 nmonths, with | oan proceeds of $1, 000,
was charged a per annuminsurance rate of .50 percent
(rmonthly factor is .00041667), and all insurance charges
were billed and paid for the 24 nonths period. The
refinanced note was dated April 20, 1981. (See Appendix 3,
page 11). For ADP purposes, all nonths contain 30 cal endar
days.

Mont h Day Year
16 80
Date of New Note 04 20 81



Date of A d Note 06 10 80

10 10 0 = 10 earned insurance
charge nont hs

Full Term 24 nont hs
Earned Term -10 nont hs
Page 4-7 9/ 83

HUD- Wash., D. C

4700.1 REV-1
Unearned Term 14 nont hs
Mont hly factor Ear ned | nsurance Ori gi nal Ear ned | nsurance
Char ge Mont hs Pr oceeds Char ge
. 00041667 X 10 x $1,000 = $4.16670000
Total Insurance Charges Paid (1 x $10) $10. 00
Earned | nsurance Charges - 4.17
Unear ned | nsurance Charges $ 5.83

Exampl e: A Historical Preservation Loan Dated Septenber 6,
1980, for a termof 5 years, with | oan proceeds of 410, 000
was charged a per annuminsurance rate of .55 percent
(rmonthly factor is .00045833), and had been billed and paid
for 24 nonths of insurance charges. On April 7, 1982, this
note was refinanced. (See Appendix 3, page 11). For ADP
pur poses, all months contain 30 cal endar days.

Mont h Day Year

16 81
Date of New Note 04 07 82
Date of O d Note 09 06 80
07 01 01 = 19 earned insurance
charge nont hs
Ful | Term 60 nont hs
Earned Term -19 nont hs
Unearned Term 41 nonths
Mont hly factor Earned | nsurance Ori gi nal Earned | nsurance
Char ge Mont hs Proceeds Char ge

. 00045833 X 19 X $10, 00 = $87.082700



Total Insurance Charges Paid (1 x $55) $110. 00
Earned | nsurance Charges - 87.08
Unear ned | nsurance Charges $ 22.92

4-11. | NSURANCE CHARGE PAYMENT. The insurance charge is billed to the
approved lending institution on the Title | Loan Statenment Form
HUD- 2041 (Appendi x 3, pages 11 thru 17) which includes al

i nsurance charges due. The billing statenent al so includes
other data related to the lender's Title | needs. Features of
the billing statenment are:
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(4-11) a. Initial Billing Section. An insurance charge listed in this
section constitutes HUD s acknow edgnment to the | ender of
| oans accepted for insurance and itenizes insurance charges
now due. Al charges are nade in accordance with the HUD
Title | regulations. Final insurance registration of these
| oans i s dependent upon paynment of the insurance charge
within 25 cal endar days after the date of the Form HUD 2041.
(See Appendi x 3, page 11.)

b. Renewal Billings Section. An insurance charge listed in
this section represents the second or subsequent install nent
i nsurance charge for each previously registered | oan having
a duration in excess of 25 nonths and for which a renewal
i nsurance charge is due. (See Appendix 3, page 12).

c. Special Billings Section. Any corrective adjustnents
necessary as a result of an erroneous billing statenent
(overstated, understated, or adjusted reserve bal ance) are
listed in this section. Al so included in this section are
i nsurance charges withheld by the I ending institution under
Schedules 1 or 2 of a previous nonth's reconcilenent form
(see paragraph 3-11) which HUD deens valid and collecti bl e.
(See Appendi x 3, page 13.)

d. Cdainms Section. |Information relative to processed clains is
set forth in this section. O ainms listed in this section
have been finalized and the rel ated | oans have been dropped
fromthe billing records. Once a claimis listed in this
section, the lending institution is no | onger holder of the
obligation. (See Appendix 3, page 14). Any further
paynents received on account by the |ender after assignnent
of the claimnust be forwarded to HUD. Such paynents shal
be made payable to the Federal Housing Adm nistration and
mail ed to Mortgage | nsurance Accounting, Attention: Billing
and Receivable Division (Title |I), Departnent of Housing and
Urban Devel opnent, Washi ngton, DC 20410.



e. Summary Section. This section contains several beneficia
features carefully prepared as a necessary aid to the
| enders. These features include:

Cunul ative total of nonthly insurance charges billed

(2) The up-to-date net bal ance for each primary or
earmar ked i nsurance reserve which had activity during
the previous nonth. In addition, each year the
Cctober 1 billing statenents are nailed to all active
Title | lenders in order to display the bal ance for
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each insurance reserve as of Septenber 30. (See 24 CFR
201.12 of the Title | Regulations for Insurance Reserve
provi si ons).

(3) Al clainms paid or repurchased during a prior billing
cycle. (See Appendix 3, page 15.)

f. Return Sheet. Total insurance charges billed for the nonth
are provided on this sheet. This sheet shall be detached
fromthe other sections and returned with the lender's
rem ttance check.

(1) |If deductions have been nmade fromthe total billed, the
| ender shall indicate that anpbunt in the space provided
on the "Return Sheet." (See Appendix 3, page 16).

(2) Reconcilenment of Insurance Charges, Form HUD 646 (See
Appendi x 3, pages 18 and 19), mnust al so be conpl eted
and attached if there are loans to be reported as
outlined in paragraph 3-11

g. Exceptions Reported. Rejected |loans reported in this

4-12.

section shall be corrected and pronptly resubnmitted. (See
paragraph 3-5). DO NOT return the "Exceptions Reported"
sheet with the HUD 56004 when resubmitting. (See appendi x
3, page 17).

HUD ASSI GNED NUMBERS. Title | Loan Nunmbers are assigned by HUD.

I f,

at any tine, the lending institution finds it necessary to

correspond with HUD, the Title |I Loan Nunber (If concerning an
acknow edged | oan) mnust be incl uded.

a.

Title | Loan Number (previously FHA Loan Number). Each | oan
acknow edged for insurance is assigned a | oan nunber by HUD.



Any nunber assigned having less than 7-digits shall be |eft
justified with zeros. Exanple: Title |I Loan No. 1234 shal
be shown as 0001234. The | oan nunber appears each tinme a

particular loan is referenced on a billing statement. In
case of a refinancing, a new |oan nunber is assigned to the
new not e.

4-13. RECONCI LEMENT FORM Title I Mnthly Statenent- Reconcil ement of
| nsurance Charges, Form HUD- 646 (appendi x 3, pages 18 & 19),
nmust be conpleted and subrmitted with the renmittance check and
the "Return Sheet" of Form HUD 2041 if: (1) an anount other
than the exact anpbunt of the total insurance charges billed is
remtted--the deductions to be shown under Schedules 1 and 2; or
(2) there are loans to be reported in the categories covered by
Schedules 3, 4 or 5. |If the exact anpunt of insurance charges
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(4-13)billed is remtted, and there are no loans to be reported in any
of the above nentioned schedules, only the "Return Sheet" need
acconpany the remttance check. The Reconcil enment Form shall be
signed by an authorized official of the insured institution.
Facsim |l e signatures are acceptable. Instructions for
conpl etion of Schedules 1 through 5 of Form HUD 646, as
appl i cable, are set forth bel ow

a. Wthholding on Prepaid Loans - Schedule 1. Any deductions
nmade fromthe billing under Schedule 1 of the Reconcil enent
Formnust relate to | oans appearing in the particul ar
statenment being reconciled, and only for | oans which have
been prepaid in full prior to or within 25 cal endar days
after the date of the nonthly statement being reconcil ed.
Do not withhold renittance on | oans whi ch have been
refinanced and have been or will be refunded as a credit of
the unearned i nsurance charge on a subsequent nonthly
st at enent .

b. Wthholding for Gther Reasons - Schedule 2. Any insurance
charge withheld for other reasons shall be listed in
Schedul e 2, giving the reason for w thhol di ng paynent.

(1) Such reasons include | oans acknow edged to the
institution in error, duplicate insuring of |oans, and
| oans found to be ineligible for insurance.

(2) Deductions must not be made in Schedules 1 or 2 for
i nsurance charges on | oans whi ch have been refinanced
and have been or will be reported to HUD. The
wi t hhol di ng of such insurance charges will result in



automati c cancell ation of the |oan insurance.

(3) The unearned portion of the insurance charges paid is
refunded as a credit when the refinancing is
acknow edged on a subsequent nonthly statenent.

c. Differences in Loans Listed on Current Mnthly
St at ement - Schedul e 3. All loans for which the "net
proceeds” or the "termin nonths" is incorrectly stated on
the current nonthly statenment shall be |isted under
Schedul e 3. The remittance nust not be adjusted by any
di fferences shown in this schedule. A subsequent statenent
will reflect any corrections or adjustments necessary for
these itens.

d. Loans Reported but Not Shown on Monthly Statenment- Schedul es
4 and 5. Each new and refinanced | oan which was reported 60
cal endar days or nore prior to the date of the current
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nont hly statenent, but has not been acknow edged by HUD on a
nonthly statenent shall be listed under Schedul es 4 and 5,
as appli cabl e.

(1) The lender shall resubmit those new loans listed in
Schedule 4 on its next manifest or include themin its
next subm ssion of punched tabul ati ng cards.

(2) Refinanced loans included in Schedule 5 shall be
resubnmitted on Form FH- 5.

(3) It is of utnost inportance that all unacknow edged
| oans continue to be listed in Schedules 4 and 5 unti
they are acknow edged on a nonthly statenent.

(4) Proper adherence to the procedures in this subparagraph
precludes the denial of a claimfor paynent by HUD
because the | oan had not been acknow edged for
i nsur ance.

4-14. LATE CHARGES ON | NSURANCE CHARGES. HUD regul ations require
| enders to pay a |late charge of 4 percent on the anount of their
paynent to HUD for insurance charges if paid nore than 25
cal endar days after the acknow edgenent (new | oans) or billing
date (renewal and other |oans) as shown on Form HUD- 2041.

a. No late charge will be required with respect to any | oan
which HUD fails to render a proper billing (Form HUD-2041)



to the lender. No late charges will be inposed on any | oan
|isted under Schedules 1,2,4, and 5 of the Title | Mnthly
St at ement - - Reconci | enent of | nsurance Charges, Form HUD 646.

b. The postmark date of the postal service on the envel ope in
which the renmittance is nailed will be accepted by HUD as
the date paynent is nmade by the | ender

c. Lenders will conpute the late charge on the total anmount due

HUD after perform ng the reconcilenment or on the anount
billed, if paying as billed, when paynent is not nade within
25 cal endar days after acknow edgenent or billing date. |If
anounts are deducted fromthe billing during the
reconci | ement process, and HUD deternines, through its
research that the billing was proper, the late charge will
be due.

d. Show the anobunt of l|ate charge, if due, on the Form HUD 646
and the "Return Sheet" of the Form HUD- 2041 (See Appendix 3
pages 16, 18, and 19).

9/ 83 Page 4-12
HUD- Wash., D. C
4700.1 REV-1

(1) If no exceptions are taken, the late charge cal cul ation
shall be as follows: Total Insurance Charges Billed as
shown on the "Return Sheet of the HUD 2041 nultiplied
by four percent (.04).

(2) If exceptions are taken, the | ate charge cal cul ation
shall be as follows: Total Insurance Charges Billed as
shown on the "Return Sheet"” of the HUD- 2041, |ess the
total of the exceptions as listed in Schedules 1 and 2
of the HUD 646, multiplied by four percent (.04).

e. Wen the late charge (as cal cul ated above) is added to the
total bill or the total bill |ess exceptions, the sumwl|
represent the total ampunt due HUD. Lenders should issue
one check for the total amount due HUD.

g. THE LATE CHARCGE SHALL NOT BE PASSED ON TO THE BORROVER.

4-15. REFUND OR ABATEMENT. The Title | Regul ations provide that there

shal |l be no refund or abatenent of any portion or installnment of
the i nsurance charge except:

a. The charge on a refinanced note may be credited with the
unearned portion of the paid charge, and future renewal
prem unms renmi ning on the original note will be abated;



4-16.

I nsurance charges falling due after the claimis filed or
the note is prepaid in full;

The charge paid on a loan or portion thereof which is found
to be ineligible; but no refund is nmade unless a claimis
deni ed by the Commissioner or the ineligibility is reported
by the insured pronptly upon di scovery and an application
for refund nade. In no event shall charges be refunded
where the application for refund is not made until after the
loan is paid in full.

LOAN ACKNOALEDGEMENT DATE. The date of the nonthly statenent

on which HUD lists the initial insurance charge for a loan is
the "l oan acknow edgenent date.” This date is necessary on all
Refi nancing Reports (FH5), Transfer of Note Reports (FH6), and
Title | Cdaimfor Loss Fornms (HUD-637). Since individual |oan
reports are not maintained in HUD files, |enders nust note the
acknow edgenent date on the | oan jacket or other appropriate
docunent .

Such notation will nmake this date easily accessible to the
| ender to all ow expeditious reconcilenment on nonthly
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i nsurance charge statenments, thus assuring that all |oans
have been acknow edged for insurance.

The notation al so precludes the possibility of denial of a
claimfor insurance benefits by reason of the | ender not
being in a position to furnish the required data on the
claimform

If the above forns are submitted to HUD wi thout show ng the
| oan acknow edgnent date, they will be returned to the
| ender for correction and resubni ssion
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