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SUBPART D - | NSURANCE COF FUNDS

§ 201. 30 Reporting of |oans for insurance.

(a)

(b)

(c)

Date of reports. The lender shall transmt a | oan report on the
prescribed formto the Secretary within 31 days fromthe date of the
loan's origination or purchase froma deal er or |oan correspondent. Any
| oan refinanced under this part shall simlarly be reported on the
prescribed formw thin 31 days fromthe date of refinancing. Wen a | oan
insured under this part is transferred to another |ender w thout
recourse, guaranty, guarantee, or repurchase agreenent, a report on the
prescribed formshall be transmitted to the Secretary within 31 days
fromthe date of the transfer. No report is required when a |oan insured
under this part is transferred with recourse or under a guaranty,
guar ant ee, or repurchase agreenent.

Late reports. The Secretary may accept a late report on a | oan where the
| ender certifies that the obligation is not in default.

El ectronic |l oan reporting. Wth the prior approval of the Secretary, the
| ender may use electronic transm ssion to report |oans for insurance in
accordance with paragraph (a) of this section

§ 201. 31 Insurance charge

(a)

(b)

| nsurance charge. For each eligible property inprovenent |oan and
manuf act ured hone | oan reported and acknow edged for insurance, the

| ender shall pay to the Secretary an insurance charge equal to 0.50
percent of the loan amount, nultiplied by the nunber of years of the

| oan term The insurance charge shall be paid in the manner prescribed
in paragraph (b) of this section; however, no charge shall be made for

a period of 14 days or less, and a charge for a full nonth shall be nade
for a period of nore than 14 days. There shall be no abatenent or refund
of an insurance charge except as provided in paragraph (e) of this

secti on.

Paynment of insurance charge.

(1) For any loan having a maturity of 25 months or |ess, paynent of the
entire insurance charge prescribed in paragraph (a) of this section
is due on the 25th cal endar day after the date the Secretary
acknow edges the | oan report.
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(2) For any loan having a maturity in excess of 25 nmonths, paynent of
the insurance charge shall be made in annual installnments, with the
first installnent due on the 25th cal endar day after the date the
Secretary acknow edges the | oan report, and the second and
succeedi ng install ments due on the 25th cal endar day after the date
of billing by the Secretary. Annual installnments shall be paid
according to the follow ng schedul e:

(i) For any property inprovenent |oan having a maturity in excess



(¢)
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(d)

(e)

of 25 nonths, paynent shall be nade in annual installnents of
0.50 percent of the | oan anount until the insurance charge is
pai d.

(ii) For any manufactured home [oan having a maturity in excess of
25 nonths but not nore than 144 nonths, paynent shall be nade
in annual installnents of 1.00 percent of the |oan anount for
the first three years of the loan term 0.75 percent of the
| oan anmount for the next two years, and 0.50 percent of the
| oan amount for all succeeding years until the insurance
charge is paid.

(iii) For any manufactured home | oan having a maturity in excess of
144 rmont hs but not more than 192 nonths, paynent shall be made
in annual installnents of 1.00 percent of the |oan anount for
the first four years of the loan term 0.75 percent of the
| oan amount for the next three years, and 0.50 percent of the
| oan amount for all succeeding years until the insurance
charge is paid.

(iv) For any manufactured hone | oan having a maturity in excess of
192 nmont hs, paynent shall be made in annual installnents of
1. 00 percent of the loan anpbunt for the first five years of
the loan term 0.75 percent of the |oan anmount for the next
four years, and 0.50 percent of the |loan anpbunt for al
succeedi ng years until the insurance charge is paid.

(3) Al insurance charges are consi dered earned when paid.

(4) The Secretary may require that |oan insurance charges be renitted
electronically. Instructions inplenenting this requirenent shall be
communicated to all affected | enders.

Penalty charge and interest. Insurance charges not received fromthe

| ender by the due date specified in paragraph (b) of this section shal
be assessed a penalty charge of four percent of the anount of the
paynent. |nsurance charges received fromthe | ender nore than 30 days

4-2
1060. 2 REV-6

after the due date specified in paragraph (b) of this section shall also
be assessed daily interest the current United States Treasury val ue of
funds rate, as published periodically in the Federal Register. However,
no penalty charge or daily interest shall be assessed if the Secretary
fails to acknow edge receipt of the loan report or fails to issue a
proper billing to the lender for the insurance charges.

Adj ust nent on notes transferred. Wiere there is a transfer of |oan

obli gati ons between | enders and the insurance charges on such
obligations have already been paid, any adjustnent of such charges shal
be made by the | enders involved. Any unpaid installnents of the

i nsurance charge shall be paid by the purchasing | ender

Ref und or abatenent of insurance charges. A lender shall be entitled to
a refund or abatenent of insurance charges only in the follow ng
i nst ances:



()

(1) Were the loan obligation has been refinanced, the unearned portion
of the charge on the original obligation shall be credited to the
charge on the refinanced | oan.

(2) Were the loan obligation is prepaid in full or an insurance claim
is filed, charges falling due after such prepaynent or clai mshal
be abat ed.

(3) Wen a loan (or portion thereof) is found to be ineligible for
i nsurance, charges paid on the ineligible portion shall be
refunded, except where the Secretary determ nes that there was
fraud or msrepresentation by the lender in the | oan transaction
Such refund shall be made only if a claimis denied by the
Secretary or the ineligibility is reported by the | ender promptly
upon di scovery and confirned by the Secretary. In no event shall a
charge be refunded on the basis of loan ineligibility where the
application for refund is nmade after the loan is paid in full. If
a loan or claimhas been denied and is subsequently resubmtted,
the refunded anmount of the insurance charge plus any accrued
i nsurance charge shall be repaid.

Lender passing insurance charge on to borrower. The insurance charge may
be passed on to the borrower, provided that such charge is fully
di scl osed to the borrower.

§ 201. 32 | nsurance coverage reserve account.

(a)

1060.

(b)

()

Establ i shment. The Secretary shall establish an insurance coverage
reserve account for each | ender. The anount of insurance coverage in
each reserve account shall equal 10 percent of the anount disbursed,
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advanced, or expended by the lender in originating or purchasing
eligible |oans registered for insurance under this part, |ess the anount
of all insurance clainms approved for paynent in connection with | osses
on such | oans.

Transfer of insured | oans. The |l ender shall not sell, assign or
ot herwi se transfer any insured | oan or |oan reported for insurance to a
transferee | ender not approved to originate and purchase Title | |oans

under a valid Title |I contract of insurance. Nothing contained herein
shal |l be construed to prevent the pledging of such a loan as collatera
security under a trust agreenment, or otherwi se, in connection with a
bona fide | oan transaction

Transfer of insurance coverage. Not nore than $5,000 in insurance
coverage shall be transferred to or froma | ender's reserve account
during any fiscal year (Cctober 1 through Septenber 30) without the
prior approval of the Secretary. Except in cases involving the sale,
assignnent or transfer of |loans sold with recourse or under a guaranty,
guarantee or repurchase agreenent, the Secretary shall transfer

i nsurance coverage to or froma | ender's reserve account to accomnpany
the |l oan transfers reported by | enders under & 201. 30.
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(d)

(1)

(2)

(3)

In all cases involving the sale, assignment or transfer of |oans
sol d without recourse, guaranty, guarantee, or repurchase
agreenment, the Secretary shall transfer insurance coverage to the
reserve account established for the transferee |l ender in an anmount
equal to 10 percent of the actual purchase price or the net unpaid
princi pal bal ance, whichever is |esser, but not to exceed the
anount of insurance coverage in the transferor |ender's reserve
account prior to the transfer. Insurance coverage shall be added to
the existing amount of insurance coverage in the transferee

| ender's reserve account. The Secretary may transfer insurance
coverage with earnmarking when a determination is nmade that it is in
the Secretary's interest to do so

In cases involving the transfer of |oans sold with recourse or
under a guaranty, guarantee or repurchase agreenent, no insurance
coverage will be transferred and no reports will be required.

An existing insured property inprovenent |oan or manufactured home
| oan may not be refinanced by a lender different fromthe
originating or purchasing |ender of record, unless the | oan has
been sol d, assigned, or transferred to the new | ender under
paragraph (c) of this section and the Secretary has transferred

i nsurance coverage for the |l oan under the applicable requirements
of this paragraph
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Recovery shall not affect insurance coverage reserve account. Amounts

whi ch may be recovered by the Secretary after paynent of an insurance

claimshall not be added to the anmpbunt of insurance coverage remaining
in a lender's reserve account.
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