1060.2 REV-6
SUBPART B - LOAN AND NOTE PROVI SI ONS
§201. 10 Loan anounts.
(a) Property inprovenent |oans.
(1) The total principal obligation for a property inprovenent
oan shal | not exceed the actual cost of the project plus any

appl i cabl e
fees and charges authorized at ' 201.25(b), up to the

fol |l owi ng
maxi mum | oan anounts:
(i) Single famly property inprovenent |oans - $25, 000,
except
that a |l oan for a manufactured home that qualifies as
real
property shall be limted to $17,500.
(ii) Multifam |y property inmprovenent |oans - $60,000 or an
aver age

of $12,000 per dwelling unit, whichever is |ess.
(iii) Nonresidential property inprovenent |oans - $25, 000.

(iv) Manufactured hone inprovenent |oans - $7, 500.

(v) Historic preservation |loans - the |esser of $15,000 per
dwelling unit in a residential structure or $45, 000 per
residential structure.

(vi) Fire safety equipnent |oans - $50, 000.

(2) No property inprovenent | oan shall be approved where the

t ot al
out st andi ng bal ance of all Title |I property inprovenent |oans

on

the sane property exceeds the naxi mum | oan amount prescribed
for

that type of loan. |If nore than one type of property
i mpr ovenent

| oan is involved, the total outstanding bal ance of such | oans
on a

particul ar property shall not exceed the maxi num | oan anount
prescribed for the larger type of |oan

(b) Manufactured home purchase | oans.
(1) The total principal obligation for a | oan to purchase a new
manuf act ured hone shall not exceed the sum of the foll ow ng
item zed anmounts, up to a maxi mum of $48, 600:
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(i) 130 percent of the sum of the whol esal e (base) prices of

t he
hone and any item zed options and the charge for
freight, as
detailed in the manufacturer's invoice;
(ii) The charge for any sales taxes to be paid by the dealer,
as

detailed in the manufacturer's invoice;

(iii) The actual dealer's cost of transportation to the
honesi te,
set-up and anchoring, including the rental of wheels and

axl es
(if not included in the freight charges);
(iv) The actual dealer's cost of skirting;
(v) The actual dealer's cost of a garage, carport, patio or
ot her
conpar abl e appurtenance to the manufactured hone, as
approved
by the Secretary;
(vi) The actual dealer's cost of purchasing and installing a
central air conditioning systemor heat punp, if not
installed

by the manufacturer; and
(vii) Any applicable charges authorized at § 201. 25(b).

(2) The total principal obligation for a | oan to purchase an
exi sting
manuf actured hone shall not exceed the | esser of the
fol |l owi ng
anounts, up to a nmaxi mum of $48, 600:

(i) 95 percent of the apprai sed value of the home as
equi pped and
furni shed (as deternined by a HUD approved apprai sal)
and 95
percent of any item zed amobunts al |l owed under paragraphs
(b)(2)(ii) through (vii) of this section, if incurred;
or

(ii) 95 percent of the purchase price of the hone.

(3) The purchase price of a manufactured hone financed with a

manuf act ured hone purchase | oan shall include the retail cost
to
the borrower of all itens set forth in the purchase contract,
i ncl udi ng any applicabl e charges authorized under
201. 25(b).

(c) Manufactured hone |ot |oans. The total principal obligation for a
| oan



to purchase and, if necessary, develop a lot suitable for a
manuf act ur ed

hone, including on-site water and utility connections, sanitary

facilities, site inprovenents and | andscapi ng, shall not exceed 95
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percent of either the apprai sed value of the devel oped lot (as
det erm ned by a HUD approved appraisal) or the total of the
pur chase
price and devel opment costs, whichever is less, up to a maxi num of
$16, 200.

(d) Conbination |oans.

(1) The total principal obligation for a | oan to purchase a new
manuf actured hone and a | ot on which to place the hone shal

not
exceed the sumof the following item zed anounts, up to a
maxi mum
of $64, 800:
(i) 130 percent of the sum of the whol esal e (base) prices of
t he
hone and any item zed options and the charge for
freight, as
detailed in the manufacturer's invoice;
(ii) The charge for any sales taxes to be paid by the dealer,
as

detailed in the manufacturer's invoice;

(iii) The actual dealer's cost of transportation to the
honesi t e,
set-up and anchoring, including the rental of wheels and

axl es
(if not included in the freight charge);
(iv) The actual dealer's cost of purchasing and installing a
central air conditioning systemor heat punp, if not
installed
by the manufacturer
(v) The appraised val ue of the devel oped manufactured home
lot (as
det erm ned by a HUD approved appraisal, including on-
site
water and utility connections, sanitary facilities, site
i mprovenents and | andscapi ng) or the purchase price,
whi chever
is |less;
(vi) The actual dealer's cost of appurtenances to the hone
such as

a pernmanent foundation, garage, carport or patio; and



(vii) Any applicable charges authorized at § 201. 25(b).

(2) The total principal obligation for a | oan to purchase an
exi sting
manuf actured hone and | ot shall not exceed the | esser of the
foll owi ng ambunts, up to a maxi mum of $64, 800:

(i) 95 percent of the total appraised value of the hone, the

| ot,
and any appurtenances (as determ ned by a HUD approved
apprai sal), plus 95 percent of any applicable charges
authorized at 8 201.25(b); or
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(ii) 95 percent of the purchase price of the home, the |ot,
and any

appurt enances.

(3) The purchase price of a manufactured hone and a |l ot financed
with

a combination |loan shall include the retail cost to the
borrower of
all itens set forth in the purchase contract or contracts,

i ncludi ng any applicable charges authorized under
201. 25(b).

(e) Manufactured hone loan limts in high-cost areas.

(1) The maxi num | oan anpbunts ot herw se applicabl e under
par agr aphs (b),
(c) and (d) of this section may be increased by an anount not
to
exceed 40 percent where the manufactured hone and/or lot is
purchased and | ocated in Al aska, Guam or Hawaii .

(2) The maxi mnum | oan anobunts ot herw se applicabl e under
par agr aphs (c)
and (d) of this section may be increased for any geographica

area

except Al aska, Guamor Hawaii to the extent deened necessary
by the

Secretary; however, any increased | oan ambunt nmay not exceed
t he

| esser of:

(i) 185 percent of the dollar amounts specified in
par agr aphs (c)
and (d) of this section; or

(ii) The dollar ampunts specified in paragraphs (c) and (d)
of this
section, as increased by the same percentage by which 95
percent of the nedian one-famly house price in the area
(as



exceeds

determ ned by the Secretary for purposes of ' 203.18)

$67, 500.

(f) Loan refinancing.

(1)
not
for the
of the
made

neeti ng

(2)
exceed
exi sting

for
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(3)
not

| oan or

| oan

of

(4)
hore,
be

this

(5)

The total principal obligation of a |oan nade to refinance a
borrower's existing insured property inmprovenent |oan shal

exceed the maxi mum | oan anpbunt permitted under this section
particul ar type of |oan, provided that any anbunt in excess
cost to the borrower of prepaying the existing | oan shall be
avai l able only to finance additional property inprovenents
the requirenents of this part.

The total principal obligation of a |loan nade to refinance a
borrower's existing insured manufactured honme | oan shall not

the I esser of the cost to the borrower of prepaying the
[ oan or the maxi mum | oan anobunt permitted under this section
the particular type of |oan
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The total principal obligation of a | oan nmade to refinance a
borrower's existing uninsured manufactured home | oan shal

exceed the cost to the borrower of prepaying the existing

t he apprai sed val ue of the property (as determ ned by a HUD
approved appraisal), whichever is less, up to the maxi num

amount pernitted under this section for the particular type
| oan.

VWhen a borrower's existing manufactured hone lot is being
refi nanced in connection with the purchase of a manufactured

the total principal obligation of the conbination | oan shal
determined in accordance with paragraph (d)(1) or (d)(2) of
section.

VWhen a borrower's existing manufactured hone is being

refi nanced in

t ot al

connection with the purchase of a manufactured hone lot, the



principal obligation of the conbination | oan shall not exceed

t he
| esser of the followi ng ambunts, up to a maxi mum of $64, 800:
(i) The cost to the borrower of prepaying any existing |oan
on the
hone, plus the purchase price of the lot; or
(ii) The appraised value of the hone and | ot (as determ ned
by a

HUD- appr oved apprai sal).

(g) Mnimumloan amount. A lender may not require, as a condition of

providing a loan insured under this part, that the principa
anmount of

the | oan exceed a m ni num anobunt established by the lender. A
person nay

request the Secretary to determne conpliance of a |lender with
this

section as provided in ' 202.20(i) of this chapter.

201. 11 Loan maturities.

(a) Property inprovenent |oans. The termof a property inprovenent
| oan

shall be not less than six nonths and not nore than 20 years and
32 days

fromthe date of the |oan, except that:

(1) The maxinumtermfor a single fam |y property inprovenent
| oan on
a manufactured hone that qualifies as real property shall not
exceed 15 years and 32 days fromthe date of the | oan

(2) The maximumtermfor a manufactured hone inprovenment | oan
shal | not
exceed 12 years and 32 days fromthe date of the |oan; and
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(3) The maximumtermfor an historic preservation |oan shall not
exceed
15 years and 32 days fromthe date of the I oan

(b) Manufactured hone | oans. The term of a nmanufactured hone | oan
shal | be

not |less than six nonths and not nore than 20 years and 32 days
fromthe

date of the | oan, except that:

(1) The maximumtermfor a manufactured horme | ot | oan shall not
exceed
15 years and 32 days fromthe date of the |oan; and

(2) The maximumtermfor a nulti-nodul e manufactured hone and | ot



conbi nati on shall not exceed 25 years and 32 days fromthe
date of
t he | oan.

(c) Loan refinancing. A loan to be refinanced under this part may be
refi nanced for an extended period.

(1) The termof a |oan made to refinance a borrower's existing
i nsured
property inprovenent |oan or existing insured manufactured

horre
| oan shall not exceed the maximumterm permtted under
par agr aph
(a) or (b) of this section for the particular type of |oan.
In
addition, the total tine period fromthe date of the origina
| oan
to the final maturity of the refinanced | oan shall not
exceed:
(i) 1In the case of a property inprovenent |oan, the maxi mum
term
permtted under paragraph (a) of this section plus 9
years and
11 nont hs; and
(ii) In the case of a manufactured honme | oan, the nmaximum
term
permtted under paragraph (b) of this section plus 4
years and
11 nont hs.
(2) The termof a |oan made to refinance a borrower's existing
uni nsured manufactured home | oan shall not exceed the maxi mum
term

permtted under paragraph (0) of this section for the
particul ar
type of |oan.

(3) Wen a borrower's existing manufactured hone lot is being

refinanced in connection with the purchase of a manufactured
hore,

the term of the conbination | oan shall not exceed the maxi num
term

permitted under paragraph (0) of this section for the
particul ar

type of |oan.

(4) Wen a borrower's existing manufactured hone is being
refinanced in
connection with the purchase of a manufactured hone lot, the
term
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of the combination | oan shall not exceed the maxi numterm
permtted
under paragraph (b) for the particular type of |oan

201. 12 Requirenents for the note.

The note shall bear the genui ne signature of each borrower and of any
co-

maker or co-signer, be valid and enforceabl e agai nst the borrower and
any co-

nmaker or co-signer, and be conplete and regular on its face. The
borrower and

any co-nmaker or co-signer shall execute the note for the full amount of
t he

| oan obligation. Although the note may be executed by the borrower on
an

earlier date, the date of the |loan shall be the date that the |oan
proceeds

are di sbursed by the lender. Such date shall be entered on the note
when

di sbursenent occurs. The note shall separately recite the principa
anmount

and any interest at an agreed annual rate that conprises the borrower's
paynment obligation. The | ender shall assure that the note and all other
docunments evi dencing the | oan transaction are in conpliance with
appl i cabl e

Federal, State and local laws. If the note is executed on behalf of a
corporation, partnership, or trust by an authorized representative, it
shal

create a binding obligation on such entity.

201. 13 Interest and di scount points.

The interest rate for any |loan shall be negotiated and agreed to by the
borrower and the |ender, and such interest rate shall be fixed for the
full

termof the loan and recited in the note. Interest on the | oan shal
accrue

fromthe date of the loan, and shall be calculated on a sinple interest
basis. The | ender and the borrower may negotiate the anount of di scount
points, if any, to be paid by the borrower as part of the borrower's
initial

paynment. The | ender shall not require or allow any party other than the
borrower to pay any discount points or other financing charges in
connection

with the [ oan transaction

201. 14 Paynments on the | oan

The note normally shall provide for equal installnment paynments due
weekl y,

bi weekly, sem -nonthly or nonthly. The note nay provide for either or
bot h of

the first and final payments to vary in anpunt but not to exceed 1-1/2
times

the regular installment. Were the borrower has an irregular flow of

i ncone,



the note nay be payable at quarterly or sem -annual intervals
correspondi ng

with the borrower's flow of incone. The first schedul ed payment after
t he

borrower's initial paynment shall be due no later than two nmonths from
t he

date of the loan. Multiple paynent schedul es may not be used in
connection

with any | oan
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201. 15 Late charges to borrowers.

(a) Inposition of |late charge. The note nay provide for inposition of
alate

charge unl ess precluded by State |aw. The | ate charge may be
i mposed

only for installnments of principal and interest which are in
arrears for

the greater of 15 cal endar days or the nunber of days required by

applicable State | aw before such charges may be inposed. Late
char ges

must be billed to the borrower or reflected in the payment coupon,
and

evi dence of any late charges that have been paid nust be in the
| oan

file if an insurance claimis made.

(b) Anmount of late charge. The | ate charge shall not exceed the | esser
of

five percent of each installment of principal and interest, up to
a

maxi mum of $10 per installnment for any property inprovenment |oan
and $15

per installnment for any manufactured hone | oan, or the naximm
anmount

permtted by applicable State | aw.

(c) Method of paynent. Paynent of any |ate charge cannot be deducted
from
the nmonthly payment for principal and interest, but rmust be an
addi ti onal charge to the borrower.

(d) Daily interest inlieu of late charges. In lieu of |ate charges,
t he

note may provide for interest to accrue on installnments in arrears
on a

daily basis at the interest rate in the note.

' 201.16 Default provision
The | oan note shall contain a provision for acceleration of maturity,

at the
option of the holder, upon a default by the borrower.



' 201.17 Prepaynent provision

The note shall contain a provision permtting full or partia

pr epayment of

the I oan wi thout penalty, except that the borrower nay be assessed
reasonabl e

and customary charges for recording a release of the lender's security
interest in the loan, if permtted by State | aw

201. 18 Modification agreenent or repaynment plan

(a) Modification agreenent. A witten but unrecorded nodification
agr eenment

acceptable to the | ender and executed by the borrower nmay be used
in

lieu of refinancing of a delinquent or defaulted |loan to reduce or
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i ncrease the nonthly paynment, but not to increase the termor the
interest rate, so as to assure that the delinquent or defaulted
[ oan is brought current before or by the end of the loan term A
nodi fi cati on agreenent nmay al so be used in lieu of refinancing in
connection with a loan that is current to effect a reduction in
t he
interest rate, and in the nonthly paynent, for the reminder of
the | oan
term Wen a nodification agreenent is used, no insurance
reporting is
requi red under ' 201. 30.

(b) Repaynent plan. The |ender may el ect to negotiate an informal
r epaynment

plan with the borrower to enable a tenporary delinquency to be
cur ed

within a short period of time. The |ender may docunent the terns
of the

repaynent plan by sending a letter to the borrower reciting the
terms of

their agreenent. Wen a repaynent plan is used, no insurance
reporting

is required under ' 201. 30.

201. 19 Refinanced and assuned | oans.
(a) Conditions on refinancing.

(1) An existing insured property inprovenment |oan or manufactured
hore
| oan nay be refinanced wi thout an advance of funds only under
t he
foll ow ng conditions:

(i) Aloan that is in default may not be refinanced for an
anmount
greater than the original principal balance of the |oan;



(ii)

shal | be

201. 23, and
(iii)

note, the

t he

Secretary's

liability

(iv)

of

| ong as

1060. 2 REV-6

time

previously

has

(2)
and
particul ar
bei ng

(3)

refi nanced

The refinancing of a loan for the original borrower
subject to all of the requirenments of this part, except
201.20(b) and (c), 201.21(b) through (e), 201.22,

201. 26;

If there are co-nakers or co-signers on the origina

| ender shall require the sanme co-makers or co-signers on
refinanced note, unless the | ender obtains the

approval to release a co-naker or co-signer from

under the note in accordance with ' 201.24(e); and

A loan that was assumed in accordance w th paragraph (c)
this section may be refinanced, subject to all of the
requi renents of this part except '' 201.20(b) and (c),

201.21(b) through (e), 201.22, 201.23, and 201.26, as

the original borrower and any intervening assunptors
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rel eased fromliability for repaynment of the | oan at the
the | oan was assuned. A |l ender may not refinance a

assuned | oan under any other circunstances, unless the
requirenents of ' 201.22 are also net and the Secretary

approved a rel ease of the original borrower and any
i nterveni ng assunptors in accordance with ' 201.24(e).

An existing insured property inprovenent |oan may be
refi nanced with an advance of funds for additiona
i mprovenents only under the follow ng conditions:
(i) The existing insured | oan nmust not be in default;
(ii) The refinancing shall be subject to all of the
requi renents of this part applicable to the
type of loan and to the additional inprovenents

fi nanced.

An exi sting uni nsured manufactured hone | oan may be



only for the original borrower and only under the
fol |l owi ng
condi tions:

(i) The existing uninsured | oan nust not be in default;

(ii) Refinancing of an existing uninsured manufactured
hone
purchase | oan or comnbination | oan shall be subject
to all
the requirenents of this part applicable to the
particul ar type of |oan except '' 201.23 and
201. 26(b) (4);

(iii) Refinancing of an existing uninsured manufactured
hone
ot loan in connection with the purchase of a
manuf act ured hone shall be subject to all of the
requi rements of this part; and

(iv) Refinancing of an existing uninsured manufact ured
hore
purchase |l oan in connection with the purchase of a
manuf actured hone | ot shall be subject to all of
t he
requirenents of this part except ' 201.26(b)(4).

(b) Note and security requirenments for refinanced | oans.

(1) Refinancing of a loan requires the execution of a new note
and
cancel |l ation of the old note.
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(2) Refinancing of a |loan that was secured when origi nated,
regardl ess
of the principal balance of the note at the tine of
refinancing, is
required to be secured.

(3) Refinancing of a loan that was not secured when originated is

not
required to be secured if no additional funds are advanced.
(4) Wen a refinanced |oan is secured, the | ender shall obtain
and
record a new security instrument in accordance with ' 201.24
and
shall release the original lien, unless State | aw pernits a
renewal
and extension of the original lien
(5) Copies of all docunents pertaining to the original |oan nust
be

retained in the loan file for the refinanced | oan



(c) Assuned | oans.

(1) At the option of the | ender, an existing insured property
i mprovenent |[oan or nmanufactured hone | oan may be assuned,
subj ect
to the follow ng conditions:

(i) A determination by the |ender that the assunptor is
eligible
under ' 201.20(a) or 201.21(a) and neets the
requi renents of
' 201.22; and

(ii) The execution of an assunption agreement that is
sati sfactory
to the lender and is signed by the assunptor and the
origi na
borrower or previous assunptor at the time of
assunpti on.

(2) The lender shall not permt an assunption under any
ci rcunst ances
other than those contained in this section, and shall include
appropriate provisions in any note or security agreenent to
enf orce
this requirenent.

(3) Prior to the execution of the assunption agreenent, the
| ender
shal | provide the assunptor with a witten notice, to be
si gned by
the assunptor and retained in the loan file, that:

(i) States that the | oan being assuned is insured by HUD

and

describes the actions the Secretary may take to recover
t he

debt if the assunptor defaults on the |oan and an
i nsurance

claimis paid; and

(ii) Constitutes the assunptor's agreement to pay penalties

and

adnmi ni strative costs inposed by HUD as authorized by 31
us.C

3717.
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(4) If the other requirements of paragraph (c) of this section
are met,
the I ender at its option may rel ease the original borrower
and any
i ntervening assunptors fromliability for the repaynent of a
| oan



obligation insured under this part. The prior approval of the
Secretary under ' 201.24(e) is not required. The | ender shall
retain docunmentation of the release in the loan file.
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