4245.1

CHAPTER 4. UNDERWRI TI NG | NSTRUCTI ONS
COST PROCESSI NG,  Follow instructions applicable to Section 203(b).

ARCHI TECTURAL PROCESSI NG  Hone i nprovenent | oans are to provide
properties located in the area of an urban renewal project.
Properties may have one to eleven living units upon conpl etion.
Processi ng and application of standards shall conformto
instructions for Section 203(b) except as stated herein.

a. Character of Inprovenents. Loans shall be for work required
to bring properties into conformity with the rehabilitation
standards established for the urban renewal area. GCenerally
such loans will be for basic inprovenments to the real estate
to nake properties nore |ivable and adequate.

(1) Basic inprovenents include new work, structura
alterations and reconstruction, planning and changes for
i mproved functions and noderni zati on, and changes for
aest hetic appeal and elimnation of obsol escence. Basic
i mprovenents al so include reconditioning and repl acenent
in plunmbing, heating, air conditioning and el ectric work,
new roofing and sidewall work and trim flooring and
tiling, as well as major |andscape work and site
i mprovenent. \When such basic inprovenments are to be
effected, related fixtures such as cooki ng ranges,
refrigerators and other appurtenances as well as genera
pai nting and decorating are also eligible. Inprovenents
may be included if appropriate and acceptable in the area
as part of the real estate.

(2) Loans on structures |less than 10 years old nust be used
primarily for major structural inprovenents or to correct
defects which were not known at the time of conpletion
of the structure or which were caused by fire, flood,
wi ndstorm or other casualty. "Primarily for ngjor
structural inprovenents" neans structural inprovenents
nmust be first in inportance in the use of the |oan funds
and are major in effect on the structure. Wen najor
structural work or correction of defects is the primary
pur pose, other work as indicated in the paragraph above
may be incl uded.
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(4-2) (3) Loans may include or be solely for the purpose of paying
the cost of public inprovenents for which (assessnment or
otherw se) the borrower is legally liable. Public
i mprovenents may include sidewal ks, curbs, gutters,
street paving, street |lights, sewers, or other public
i mprovenents adjacent to or in the vicinity of property
of the borrower.

(4) This programis not designed to finance the acquisition
of individual equipnent itens although | oan proceeds nmay
be used to acquire certain itens of equi pnent determ ned
by the Assistant Secretary-FHA Conmi ssioner to be
necessary and incidental to the acconplishment of the
primary basic inprovenents, as stated above, and the
equi pnent itens are of a type acceptabl e under Section
203(b).

b. Loan proceeds may be used to construct Family Fall out
Shelters of a type that neet recomendations of the Ofice
of Civil Defense and the m nimum standards for fall out
shel ters.

c. Loan proceeds cannot be used for

(1) Itenms which, by established custom are supplied by the
occupant and are renoved by hi mwhen-vacating the
prem ses, such as phonograph, radio and tel evision sets,
movabl e furniture and rugs.

(2) Swinm ng pools, outdoor fireplaces, barbecue pits and
simlar inprovenents of a nonessential or |uxury
character.

Note: A sw mming pool and rel ated equi pnent may be
accepted in properties of five or nore living
units where essential for rentability and to
meet conpetitive conditions, provided the sw nmm ng
pool, related equipnent and installation are in
addition to eligible basic inprovenents.

(3) Addition or alterations to provide for conmercial use,
or to equip or refurbish space for such use

(4) Property which is not eligible under Section 220. For
exanple, a property subjected to periodic floods or
subsi dence woul d not be eligible even though the | oan
was to be used to correct damage fromthese causes.
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4- 3.

4- 4.

d. Exhibits shall be only those draw ngs and FHA Form 2005
needed to describe the work and to serve for contract
purposes. Public inprovenents nmay be described without
dr awi ngs.

e. Cost Estimation. No "Estinmate of Replacenent Cost of
| mprovenents" is prepared. However, in connection with every
application an estimate of the cost of the new work and
rehabilitation is required. This is based upon cost data
compiled by the field office for hone inprovenents and
rehabilitation work. Such data will reflect current costs
encountered in the locality for hone inprovenent and
rehabilitation work. The cost of any public inprovenents
for which the borrower is legally liable is included in an
anount not to exceed the dollar anount.

VALUATI ON PRCCESSI NG Fol | ow procedure outlined for processing
exi sting construction in Paragraph 2-3.h. above.

A lease for a termof 99 years, renewable, or having an expiration
date in excess of 10 years later than the maturity date of the
| oan i s acceptable.

MORTGAGE CREDI T PROCESSI NG

a. Omner Cccupant Borrower. \en the borrower is the owner and
occupant of the property the principal anount of the inprovenent
| oan shall not exceed:

(1) $12,000 per famly unit, or

NOTE: The Secretary may increase the foregoing
per-famly-unit dollar anmount limtation by not to
exceed 45 per centumin any geographi cal area where
he finds cost levels so require.

(2) $40, 000, or

(3) The Assistant Secretary-FRA Commi ssioner's estimate of
the cost of inprovenents, including |oan closing charges
as shown on the Underwiting Report, or

(4) The borrower's estimated cost of inprovenents including
| oan cl osi ng charges, but excluding the estimted val ue
of any | abor to be perforned by the borrower, or
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(4-4) (5) An anount which, when added to any outstandi ng i ndebt edness
related to the property creates a total indebtedness
not in excess of the |l esser of the foll ow ng:

(a) $45,000 for a one-famly residence;
$48, 750 for a two-fanmi |y residence;
$48, 750 for a three-famly residence;
$56, 000 for a four-famly residence;
$63, 700 for a five-fam |y residence;
$71, 400 for a six-famly residence;
$79, 100 for a seven-fanmily residence;
$86, 800 for an eight-fam |y residence;
$94,500 for a nine-famly residence;
$102,200 for a ten-fam ly residence;
$109,900 for an eleven-fam |y residence;

(b) 97%of the first $25,000 of the sum of:

1 The HUD-FHA estimate of value of the property
before repairs or rehabilitation, and

2 The estimated cost of repairs and rehabilitation
plus 90% of such sumin excess of $25, 000, but
not in excess of $35,000 plus 80% of such sumin
excess of $35, 000.

3 Less the value of the leased fee, if |easehold,
and the principal anpbunt of special assessnent,
i f any.

(6) Wthin the foregoing linmts; a |oan nade for the purpose
of financing any off-site inprovenents as defined in
HUD- FHA Regul ati ons, nay include an anount not to exceed
$12, 000 when added to any outstandi ng insured | oans
whi ch were nade for the sane purpose under this subsection
of the Act or subsection 203(Kk).
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(4-4)

NOTE: The Secretary nmmy increase the foregoing dollar
anmount limtation by not to exceed 45 per centum
i n any geographical area where he finds cost
| evel s so require.

Non- Cccupant Borrower - Rental Properties. (Borrowers holding
properties for sale are not eligible). Wen the borrower is
not the occupant of the property or a unit thereof the
limtations under paragraph 4-4.a., will apply except that:

An amount, which when added to any outstandi ng i ndebt edness
related to the property creates a total indebtedness not in
excess of 93% of the |lower of the anbunts conputed under

par agraph 4-4.a.(5)(a) and (b), less the value of the |eased
fee, if |easehold, and the principal amount of specia
assessnents, if any, applies.

The Term of the Inprovenent Loan may not exceed 20 years or
three-quarters of the Assistant Secretary-FRA Conmi ssioner's
estimate of the remaining economic life of the structure,

whi chever is the |esser

The Existence of Qutstanding Obligations related to the
property being inproved does not in itself make the

i mprovenent | oan ineligible for insurance. Except for specia
assessnents, the proceeds of the inprovenent |oan shall not
be used to refinance the outstanding obligations including
Title | Loans. However, there may not be any outstanding
obligations incurred in connection with the proposed

i mprovenents except the inprovenent |oan to be insured.

In Determning the Ratio of Loan to Value, the principa
anount of the outstanding i ndebtedness related to the property
pl us the subject inprovenment | oan will be used as the | oan
anount, and the sumof the "as is" value of the property and
the cost of repairs and rehabilitation will be used in lieu

of value. The nonthly paynent and/or ratio of debt service
to net incone, will include nonthly paynments for principal
interest and nortgage insurance premum This assumes a
single nortgage equal to the total principal amunt of the

out st andi ng i ndebt edness related to the property (reduced to
the nearest $50 nultiple) including the subject inprovenent
loan. It will also include nonthly paynments for ground rents,
if |leasehold, and any special assessnents which will remain

a lien against the property.
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(4-4) f. Cost Certification. Wen the structure or structures
contains five or nore famly units, certification of actua
cost of the inprovenents upon conpletion is required. The
princi pal amount of the | oan when endorsed for insurance
shal | not exceed the approved certified cost of the
i mprovenents. The reconmendation for issuance of conmitment in
all cases involving five or nore units shall be conditioned upon
cost certification in accordance with the Regul ati ons and
appl i cable Administrative directives.
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