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APPFNDIX 6

U.S. Depanimant of Hauung and Urten Development
INSTRUCTIONS TO CLOSING ATTORNEY
(Fire Safety EQuipmem Loans Insured Under Section 232(i) of the National Housing Act)

Foserst Housmg Adminstrston

1. lnstructions Pertaining to Security Instrument

In the majority of Fire Safety Equipment Loan cases, the note will be secured by either 2 mortgage or deed of
trust. (All other cases will be referred 10 the Central Office for processing on a case-by<ase basis ) The security
instrument form to be utilized for this program will be the State HUD-approved corporate form with the following
modifications.

1. in the habendum clause, the warranty language stating that the propesty is “free and cleas of all liens and
encumbrances™ should be struck.

2. The following clauses should be added to the Security Instrument if not aiready contained therein:

(2) Prepayment
“That the Mortgagor will promptly pay the principal of and interest on the indebtedness evidenced by the
smid note. and this security instrument, at the time and in the manner therein provided: but privilepe is
reserved 10 pay the debt in whole, or in an smount equal to one or more monthly payments on the
principal that are next due on the note on the ﬁm day of my month prior to maturity: provided,
however. that written notice of an ion to such privilege is given to the holder of the note
secured hereby at least thirty (30) days prior to prepayment.”

() Prohibition against creation of liens.

“That the party of the first part will not voluntarily create or permit (o be created against the property
subject to this Deedoanmanylknovbtmmfermorwmmlomelhmflhhbendaf‘l'nmviﬁoul
the prior approval of the Secretary of HUD.™

(c) Oprion to cure default under prior mortgage.

“That, in the event of default in the performance of any priosr mortgage (may be specifically dexcribed)
covering the morigaged premises, the holder of this mortgage may, st its option, proceed to cure such
default by the payment of all or any part of the Indebiedness secured by the prior morigage and the
holder hereof shall be subrogated to the tien of the prior mortgage to the extent of such payment, or, at
the option of the holder hersof, such defoult under 8 prior morigege shall be desmed to be 3 defauit
hereunder and shall entitie the holder hereol 10 foreciosure of this mortgage or such other remedies as
provided by law. The Mortgagor hereby waives notice of the exercise of such option and consents to the
assignment ofmypnotmoﬂwlothehddﬂ oflh:lkm"

(d) The terms “mortgage ium™ and “ g .n_dlummlh.ilbe
deemed to mean “loan insurance pumnm and “foan i

3. Delete the following clauses identified as (b) and (c)ii) below. These dnna coamn MIP and psyment
language found in the MIP and payment para ;raph of the corporate Mortgage or Deed of Trust forms.

(b) A sum equal to the ground rents, if any, next due, plus the premium that will next become due and
payable on policies of fire and other property i covering the p covered hereby. plus water
rates. taxes and assessments next due on the premises covered hereby (all a3 estimated by the party of the
third part) less all sums already paid therefor divided by the number of months to elapse before one
month prior to the date when such ground rents, premiums, water rates, taxes and asessments will
become delinquent, such sums 1o be heid by the party of the third part in trust to pay wid ground rents,
premiums. water rates, taxes, and special assessments:

(cXii) ground rents, taxes, special asessments, water rates, fire and other property insurance premiums.

4. Paragraphs dealing with hazard insurance snd reamontization should be struck.

5. Any questi garding other prove of the corp form which you consider inconsistent with the
Section 232(1) program or which a prior or proposed mortgagee iders to be ptable should be addressed to -
the Multifamity Mortgage Branch, Office of the General Counscl.

1. Instructions Pertaining to Note

1. Cases in which no security instrument is proposed to be used should be brought to the memmn of the
Multifsmily Mortgage Branch of the Office of the General Counsel for instructions regarding y 10
the Note.

2. The Saare corporate note form is 10 be utilized with the following modifications:

(2) a reasonable prepayment charge provision may be inserted in the Note by the Morigagee with the approval
of the Secretary.
(b) Any language in the Note form pertaining 10 prepayment charges by the Secrelary should be struck.

. S o
u. e to Y Agr

1. The attached FHA Form No. 2466-fs¢ is 10 be utilized as the Re.ulalory Agteement for all FSE Loans.

2. Aleﬁdmwmoﬁhepmptﬂymlbe “"lolhc" latory Ags
3. The wames of all gage an individ ion, of par p shall be set forth in the first
bered h of the Ag in the space provided fov listing the entity n-ne 1f the mortgagor entity 82

1rusl, the beuﬂr.llne: of the trust must be recited in the space as well a3 the name of the trustee and Ms designation a3
trustee. If the person neculmg the Agreement it doing 50 s 8 trustos, or in any other representative capacit /, his title
or d ion shall be i d below his sigr 3t the end of the Agreement.

FHA Form 2019
s-24)
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V. Instructions Pertsining to Form of Mortgagor

garding their general | powers and ability to

Other types of morigagors and points to ascertain
the Regulatory Ags are s follows:

1. Corporate Mortgagor - any form of Corporate Charter rmy be und which:

(1] ins nothing i i with the Regulatory Agr

(b) gives the corporation powers necessary to operate the p«o,ecl and execute the note and morigage, if any.
and

{c) specifically authorizes the ion of the Regulatory Ags

2. Partnership Mortgagor - Unless all partners execute the Regulatory Agreement, a copy of the partnership
& should be furnished and should be ined to d ine that it ins nothing i i with the
Regulatory Agreement. 1t should further contain a provision substantially as follows:

“The partnership is authorized 10 execute 3 note and mortgage, if any, in order 10 secure a loan to be insured

by the S y of Housing and Urbsn Develop and to te a Regulstory Agr and other
d quired by the S y in ion with such loan. Any incoming partner shall as a
condition of receiving an interest in the partnership property agree 10 be bound by the note, mortgage., if any,
and Regulatory Agr and other d quired in ion with the FHA insured loan to the

same extent and on the same terms as the other partners. Upon any dissolution, no titie or right to
possession and control of the project, and no right to collect the rents therefrom shall pass to any person who
is not bound by the Regulatory Agscement in 2 manner satisfactory to the Secretary, subject to the rights of
the mortgagee under any priot gage approved by the S Y.

3. Trust - any Trust Agresment before it is finally accepted generally should:
(a) give the trustee the powers necessary to execute the note and mortgage, if any:
{b) specificall horize the of the Regulatory Agr
{© eonlun nothing i i with the Regulatory Agr
(d) prohibit the transfer of beneflcial meren unless the new beneﬁcury sssumes and agrees 1o be bound by
the Regulatory Agreement and uniess the transfer is approved by the Secreury.lnd
() require that the Secretary be advised ten (10) days pnos to any p

of beneficiad i

P

v. 1 ions Pertaining to Ci

The printed commitment form for the FSE Loan program, FHA Form No. 2418, should be checked for
any special condition or any amendments which would affect the normal closing procedures or mstructions.

The commnument, under “Special Conditions”, should contain a list of any and all prior liens agatnst the project
along with the requi that the b will not incur any additional liens beyond those lisied and approved by
the Secreiary except for the project fire safety equipment loan. You should check the liens listed in the special
conditions against those listed in the title policy to ucenmlhal there are no conflicts or that additional liens have not
been placed against the project subseq to the

V1. Instructions Pertaining to Closing Checkhist

Attached is FHA Form No. 2423,a cloum check list for the Section 232(1) FSE Loan program.

Please note that Item 1S refers to a Security A and Fi if y. If there is any
question whether equipment is to be affixed to the ploperly a3 a fixture, the HUD closing attorney mmuss obtain these
instruments to protect the interests of the Secretary.

FMA Form 2419
(8-74)
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