CHAPTER 1. ADM NI STRATI VE | NSTRUCTI ONS

1-1. TYPES OF | NSURANCE AND REFI NANCI NG  Section 223 of the
Nat i onal Housing Act authorizes the Assistant Secretary-FHA
Conmmi ssi oner:

a. Section 223 of the Act:

(1) To insure mscell aneous type nortgages (223a).

(2) To refinance existing nortgages (223a and 223b).

(3) To insure nortgages assigned to himor executed in
connection with a sale by him (223c).

(4) To insure a loan to cover the excess of expenses over
project gross inconme incurred during the first two
years followi ng the date of conpletion of the project,
for such amounts, and upon such terns and conditions
as he may prescribe (223d).

(5) To insure nortgages on properties |ocated in ol der
decl i ning urban areas (223e).

b. Legal Authority. Section 233 of the National Housing Act

(Public Law 73-479) as added by the Housing and Urban

Devel opnent Act of 1968 (Public Law 90-448), 12 U S.C

| 71 5x.

1-2. AUTHORI TY REGARDI NG COWM SSI ONER- HELD PROPERTY. Authority is
given to the Assistant Secretary-FHA Comm ssioner to insure,
pursuant to Section 233, any nortgage assigned to him or
executed in connection with the sale by himof any property
acqui red under any Section or Title of the Act without regard to
any limtation upon eligibility contained in Title Il of the
Act .

1-3. SECTION 233(a) (1-6) OF ACT- RENTAL PRQJECTS SOLD BY PUBLIC
AGENCI ES OR POLI TI CAL SUBDI VI SI ONS ( UNDER SECTI ON 207) .

a. M scel | aneous Type Mortgages. M scell aneous type
nortgages within the provisions of Section 223(e) of the

Act include those executed in connection with the sale of

property by the Governnent, the Secretary, Housing and

Ur ban Devel opnment, G eenbelt Towns, the Departnent of

Interior, Atom c Energy Conmi ssion, and others under

prescribed conditions as set forth in the Act.
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1-4. AUTHORI TY UNDER REGULATIONS. As set forth in Section 207.31 of

the Regul ations, HUD-FHA is authorized by Section 223(a) (1)
through (6) to insure, under Section 207 of the Act, nortgages
for rental housing projects sold by federal, state or |oca
public agencies, instrunentalities or political subdivisions.



Such nortgages shall be:

a.
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Executed in connection with the sale by the Governnent, or
any agency or official thereof, of any housing acquired or
constructed under Public Law 849, 76th Congress, as
anended, or Public Laws 9, 73 or 353, 77th Congress, as
anended, (including any property acquired, held, or
constructed in connection with such housing or to serve the
i nhabi tants thereof); or

Executed in connection with the sale by the Public Housing
Adm ni stration, or by any Public Housing Agency with the
approval of the said Adm nistration, of any housing
(including any property acquired, held, or constructed in
connection with such housing or to serve the inhabitants
thereof) owned or financially assisted pursuant to

provi sions of Public Law 671, 76th Congress; or

Executed in connection with the sale by the Governnent, or
any agency or official thereof, of any of the so-called
Greenbelt towns, or parts thereof, including projects, or
parts thereof, known as Greenhills Chio; G eenbelt

Maryl and; and Greendal e W sconsin; devel oped under the
Emer gency Relief Appropriation Act of 1935, or of any of
the village properties or enployee's housing under the
jurisdiction of the Tennessee Valley Authority; or

Executed in connection with the sale by the Governnent, or
any agency or official thereof, of any housing (including
any property acquired, held, or constructed in connection
therewith or to serve the inhabitants thereof) pursuant to
the Atom c Energy Community Act of 1955, as anended:

Provi ded, that such insurance shall be issued without
regard to any preferences or properties except those
prescribed by the Atom c Energy Community Act of 1955, as
anmended; or

Executed in connection with the sale by a state or
muni ci pality, or an agency, instrumentality, or politica
subdi vi sion or either, of a project consisting of any

per manent housi ng (including any property acquired, held,
of constructed in connection therewith or to serve the

i nhabi tants thereof), constructed by or on behalf of such
state, municipality, agency, instrunentality, or politica
subdi vi si on, for the occupancy
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of veterans of Wrld War |1, or Korean veterans, their
famlies, and others; or

Executed in connection with the first resale within two
years fromthe date of its acquisition fromthe
CGovernment, of any portion of a project or property of the
character described in subparagraphs a., b., c¢c., and d.



her eof .

1-5. SECTION 223(a) (7) OF ACT- REFI NANCI NG OF EXI STI NG | NSURED
MORTGAGES ( UNDER 207) .

1-6.

1-7.

a.

Introduction. As set forth in Section 207.32 of the

Regul ations, HUD-FHA is authorized by Section 223(a) (7) of
the National Housing Act, as amended, to refinance an

exi sting HUD-FHA insured nortgage covering five or nore
rental units.

SCOPE AND NATURE OF SECTI ON 223(a) (7).

a.

Section 223(a) (7) is a refinancing provision which night
be of assistance in preventing acquisition. It is not to
be construed as a rehabilitation provision

If an upgrading plan is to be conpleted incident to
refinancing, a project may be eligible for assistance. In
some i nstances upgradi ng may be necessary to inprove the
conpetitive position of the project which may have becone

i mpai red through obsol escence of its design, functiona

pl an or equipment. |If the cost of upgrading will amunt to
one-fifth or nore of the total nortgage amount, it is
likely to be accepted directly under another HUD FHA
program as a rehabilitation case.

No upgradi ngs, costs of capital inprovenents, or additions
required incident to refinancing pursuant to Section 223(a)
(7) can normally be included in advances to be

i nsur ed.

REQUI REMENTS | NCI DENT TO REFI NANCI NG MORTGAGE AMOUNT.  The
anmount of the nortgage, accepted for insurance under Section
207 pursuant to Section 223(a) (7), may not exceed the | owest of
the following limts:

a.

The original principal amunt of the existing insured
nort gage.

The unpaid principal anpbunt of the existing insured
nortgage, to which nmay be added

(1) The outstanding i ndebtedness incurred in connection
with capital inprovenments nmade to the property which
are acceptable to the Assistant Secretary-FHA
Commi ssi oner.
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(2) The costs, as determined by the Assistant
Secretary- FHA Commi ssi oner, of capita
i nprovenents, upgrading or additions required to
be nmade to the property, and



1-8.

1-9.

1-10.

(3) Loan closing charges which may include financing
expense not to exceed 1 1/2% title and
recordi ng expense and | egal and organi zati on
expense. No discount may be included in
estimating the maxi mum nortgage anount.

cC. 90% of the HUD-FHA estimate of the value of the
proj ect .

d. An ampunt which entails a debt service (including
speci al assessnents, if any, and ground rents, if
| easehol d) not in excess of 90% of the HUD FHA
estimate of net incone.

REQUI REMENTS | NCI DENT TO REFI NANCI NG MORTGAGE TERM

The term of the nortgage, accepted for insurance under Section
207 pursuant to Section 223(a) (7), may not exceed the unexpired
term of the existing nortgage, except that in any case in which
it is determned that the insurance of a nortgage for an
additional termw Il inure to the benefit of the applicable

i nsurance fund, taking into consideration the outstanding
insurance liability under the existing nortgage and the

remai ning econonic life of the property, such refinancing

nmort gage may have a termof not nore than twelve (12) years in
excess of the unexpired termof such existing insured nortgage.

REQUI REMENTS | NCI DENT TO REFI NANCI NG AMORTI ZATI ON

Anmortization of the nortgage, accepted for insurance under
Section 207 pursuant to Section 223(a) (7), shall be in
accordance with the Level Annuity Monthly Payment Plan since, as
a matter of general policy, it is the objective of HUD FHA t hat
refinanci ng and upgradi ng of projects with the assistance of
HUD- FHA nort gage i nsurance shall be acconplished without
appreci abl e increase in rents.

REQUI REMENTS | NCI DENT TO REFI NANCI NG - RESERVE FOR REPLACEMENT
ACCOUNT. A reserve for replacenent account, in connection with
the nmortgage accepted for insurance under Section 207 pursuant

to Section 223(a) (7), shall be established to cover the new

i nsured nortgage amount. The commitment will require that the

bal ance in the existing reserve account be applied to:
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(1-10) a. The anount required to be escrowed for reserve

items schedul ed for del ayed replacenent, and

b. The cost of itens being replaced incident to the
refinancing. |In the event there is any bal ance
remaining in the account, it shall be released to the
nmortgagor at the time of initial/final endorsenent.
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