CHAPTER 3. SECTI ON 223(e) ADM N STRATI VE | NSTRUCTI ONS

3-1. GENERAL.

a.

Section 103 of the Housing and Urban Devel opnent Act of
1968 added a new Section 223(e) to the National Housing
Act which authorized the Secretary to insure under any
Section in Title Il of the Act, either single or
multifam |y construction, a nortgage executed in
connection with the repair, rehabilitation, construction
or purchase of property located in ol der, declining urban
areas in which conditions are such that one or nore of the
requirenents of the Title Il cannot be nmet. In order to to
i nsure nortgages under these provisions, the Secretary nust
find that the area is reasonably viable, considering the
need for adequate housing for famlies of |ow and
nmoderate-inconme in the area and, in view of such

consi deration, that the property is an acceptable risk

The purpose of Section 223(e) is to pernit the use of HUD
FHA nortgage insurance in older, declining urban areas, in
order to provide housing for | ow and noderate-incone
famlies and to contribute to the upgradi ng or
stabilization of such areas.

To acconplish these inportant objectives, HUD-FHA is

aut hori zed to recogni ze the increased underwiting risk

i nvol ved and to place the insured nortgage in the Speci al
Ri sk Insurance Fund rather than in the insurance funds for
ot her Sections under which applications are submitted. In
establishing the Special Risk Insurance Fund, the statute
appropriations to cover any | osses or administrative costs
not net by reasonabl e prem um charges

Applications will be anal yzed pursuant to established
underwriting criteria for the program under which the
application is originated. However, many properties

| ocated in ol der, declining urban areas will not neet
normal eligibility requirements relative to property

| ocation and term of the nortgage.

For properties insured pursuant to Section 223(e), HUD FHA
wi Il waive normal "econom c soundness” and "economic life"
requirenents with respect to |l ocation and term of the
nortgage, if the property is in a location which is judged
to be reasonably viable, considering the need for housing
for Il ow and noderate-incone famlies and the objective of
upgr adi ng ol der, declining nei ghborhoods.
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In the case of home nortgages, the term of the nortgage
shal | not exceed 30 years; except that, if, in the
judgnent of the Field Ofice, the nortgagor cannot qualify
under a 30-year nortgage, a 35-year term nmay be
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aut horized, or up to 40 years in Section 221(d)(2) cases.

g. In the case of multifam |y properties, the termshall not
exceed 40 years.

h. Under these circunstances the property nay be considered an
acceptable risk and insured under the applicable Section of
Title Il pursuant to Section 223(e).

APPL| CATI ON NUMBERI NG The nortgagee's application will be
submitted, received, and nunbered under one of the regul ar

Title Il progranms; i.e., 203(b), 221(d)(2), 207, etc. It will
be noted that it cannot be determined prior to processing

whet her the nortgage will qualify for insurance under the
Section for which application for conmitnment was nade. |If the
conmitnent is to be issued pursuant to Section 223(e) the Field
Ofice will strike the Section of the Act suffix code and insert
the Section 223(e) suffix code. For exanple, if the application
was submitted for processing under Section 203(b), the Section
203 code nust be changed to Section 303, thus indicating that
the conmitnent was issued pursuant to Section 223(e).

FEE AND PREM UM CCOLLECTIONS. All fees and prem uns for
commitnents issued pursuant to Section 223(e) will be collected
on the sane basis and at the same rate as currently provided in
the HUD- FHA regul ati ons for the program under which the
nortgage could not qualify for insurance

COW TMENTS. Al conmitments for insurance under the
appl i cabl e Section of the Act issued pursuant to the provisions
of Section 223(e) will bear the followi ng statenent on their
face, either by typing or rubber stanp:

"This commtment is issued under Section (insert
appl i cabl e section) pursuant to Section 223(e)."

| NSURANCE ENDORSEMENT. Upon presentnent of |oans for insurance
endorsement, the follow ng statenent nmust be typed or stamped on
the reverse side of HUD-FHA Form 9100-1, Mortgage |nsurance
Certificate, or in the endorsenment panel of the note in
multifam |y cases
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"Endorsed for nortgage insurance under
Section pursuant to
Section 223(e)."

I n honme nortgages cases on the front of the insurance
certificate, after the word "Section," the nortgagee nust insert
the Section 223(e) suffix code shown on the comm tnent foll owed
by Section 223(e), for exanple, Section 303/223(e). Care nust
be taken to assure that the Section of the Act designation, and
all other required itens of information are correctly entered on
the certificate and both underlays, and that ADP cards and
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Case

fiscal records have been reported properly.

CLAI M5 FOR | NSTANCE BENEFITS. All properties conveyed

or all nortgages assigned to the Secretary pursuant to the
provi sions of Section 223(e) will be the obligation of the new
Speci al R sk Insurance Fund and clains for insurance benefits
will be settled by paynent in cash.

REPORTS.

a. The nunber of hone nortgage conmitnents issued each week
pursuant to Section 223(e) shall be reported on the Wekly
Report of Operations, FHA Form 2498, as foll ows:

(1) Total Nunber of HR*Conditional
Commi t nent s

(2) Total Number of HR*Firm
Commi t ment s

*H gh Ri sk

b. Al so, each Field Ofice shall maintain a listing of home
nmort gage conditional conmitnments in the follow ng format:

Hone Mortgage Conditional Conmtnents
Property Nane and
Section Location Conpl et e
of (Compl ete Mortgage Dat e of Addr ess of

Nunber Act Addr ess) Anmount Conmi t ment Mort gagee

c. This listing shall be prepared and maintained in a 3-ring
bi nder and shall be available to the public as a register
of comm tnents.
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FI SCAL | NSTRUCTI ONS. For fiscal instructions see references
(2) and (4) of the Foreword.
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