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1060. 2 REV-6
SUBPART C - ELIGE BILITY AND DI SBURSEMENT REQUI REMENTS
Property inprovenent loan eligibility.
ower eligibility.

To be eligible for a property inprovenent |oan (other than a
manuf act ured hone i nprovenent |oan), the borrower shall have

| east a one-half interest in one of the follow ng:
(i) Fee simple title to the real property;
(ii) Lease of the real property for a fixed termwhich
! | ess than six cal endar nonths after the final maturity
| oan; or
(iii) A properly recorded land installnment contract for the
of the real property.
To be eligible for a manufactured honme inprovenent |oan, the
borrower shall have at |east a one-half interest in the
manuf act ured hone, and the home must be the principa
?Le bor r owner .
i bl e use of | oan proceeds.
The | oan proceeds shall be used only for the purposes
Lﬂe | oan application. If the borrower plans to use a dealer
contractor to carry out the inprovenent work, the |ender
obtain a copy of a proposal or contract that describes in

the work to be performed and the estimted or actual cost. If

borrower plans to carry out the inprovenent work w thout the
services of a dealer or contractor, the borrower shall be

to furnish a detailed witten description of the work to be
performed, the materials to be furnished, and their estimated

The | oan proceeds shall be used only to finance property
i mprovenents that substantially protect or inprove the basic
l[ivability or utility of the property. The Secretary wl|l

alist of items and activities that may not be financed with



proceeds of any property inprovenent |oan. |If a |ender has

any
doubt as to the eligibility of any itemor activity, it shal
guest
a specific ruling by the Secretary before making a | oan.
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(3) The loan proceeds shall only be used to finance property
i mprovenents that are started after | oan approval, unless:

(i) The prior approval of the Secretary is obtained for an
exception to this requirenent; or

(ii) The property is located in a najor disaster area
decl ared by
the President, and the | ender deternines that emergency
action
is needed to repair damage resulting fromthe disaster.

(c) Special pre-application requirenents.

(1) \Were the proceeds are to be used for an historic
preservation
| oan, the proposed i nprovenents shall be reviewed and
approved by
the State Hi storic Preservation Oficer (or other person
aut hori zed
by the Secretary of the Interior to nake such reviews) prior

to

maki ng application for a |loan. The purpose of the reviewis
to

determne that (i) the structure is an historic residential

structure listed on the National Register of Hi storic Places
or

certified by the Secretary of the Interior as conformng with
Nati onal Register criteria, and (ii) the proposed

i mprovenents
conply with criteria set by the Secretary of the Interior for

the preservation of historic structures.

(2) \Were the proceeds are to be used for a fire safety equi pnent
oan t he proposed inprovenents shall be reviewed and approved by
:he State or |ocal agency having primary jurisdiction over the

ire

safety requirenents of health care facilities prior to making
application for a | oan.

§ 201.21 Manufactured hone loan eligibility.
(a) Borrower eligibility. To be eligible for a manufactured hone | oan

(whet her a manuf actured home purchase | oan, a manufactured home
| ot



| oan, or a conbination |oan), the borrower nust becone the owner
of the

particul ar property which is to be financed with such a | oan.
VWere the

| oan invol ves a manufactured hone which is classified as realty,

ownership of the honme nust be in fee sinple. Were the | oan
i nvol ves a

manuf actured hone | ot, ownership of the lot nust be in fee sinple,

except where the |lot consists of a share in a cooperative
associ ati on

whi ch owns and operates a manufactured hone park

6/ 96 3-2
1060. 2 REV-
6

(b) Eligible use of |oan proceeds.

(1) The loan proceeds may be used for the purchase or refinancing

of a

manuf act ured hone, a suitably devel oped | ot on which to place
a

manuf act ured hone al ready owned by the borrower, or a
manuf act ur ed

hone and a suitably devel oped lot for the hone in
conbi nati on. The

| oan proceeds may al so be used to refinance an existing

manuf act ured hone al ready owned by the borrower in connection

with

the purchase of a nmanufactured home lot, or to refinance a
| ot

al ready owned by the borrower in connection with the purchase
of a

manuf act ured hone. Were the proceeds are for a manufactured
hore

purchase | oan or conbination | oan, the hone nust be the
borrower's

princi pal residence. Were the proceeds are for a
manuf act ured hone

ot loan, the borrower's manufactured home rmust be placed on

t he
| ot and occupied as the borrower's principal residence within
Si X
nmonths after the date of the | oan
(2) A manufactured honme financed with an insured | oan under this
part
may be either:
(i) A new home, which is one that is purchased by the
bor r ower
within 18 nonths after the date of manufacture and has
not

been previously occupied; or

(ii) An existing home, which is one that does not neet the
criteria



for a new hone.

In order to be eligible for financing with an insured | oan
under

this part, the manufactured hone, its warranty and the site
on

which the hone is placed nust neet the requirenents of
par agr aphs

(c) through (e) of this section.

(3) The proceeds of a |oan to purchase a new manufactured home or
a new
manuf actured hone and | ot shall not be used to purchase
furniture
or wheels and axles, and the cost of these itens shall not be
included in the total principal obligation cal culated under §
201.10(b) (1) or (d)(1).

(4) The proceeds of a manufactured home purchase | oan may be used

for

t he purchase, construction or installation of a garage,
carport,

pati o or other conparabl e appurtenance to the manufactured
hone, as

stated in the retail purchase contract and as approved by the

Secretary. The proceeds of a conbination | oan nmay be used for
t he

purchase, construction or installation of a pernmanent
f oundat i on,
garage, carport, patio or other conparable appurtenance to

t he

manuf act ured hone.
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(5) The Secretary will establish a list of itens and activities

t hat

may not be financed with the proceeds of any manufactured
hore

loan. If a |l ender has any doubt as to the eligibility of any
item

or activity, it shall request a specific ruling by the
Secretary
bef ore making a | oan

(c) Construction, transportation and installation requirenents.

(1) The manufactured hone shall be certified by the manufacturer

under

applicable crimnal and civil penalties for fraud and

nm srepresentation to have been constructed in conpliance with
t he

Nat i onal Manufact ured Housi ng Construction and Safety
St andar ds Act

of 1974, 42 U.S.C. 5401-5426, so as to conformto al
appl i cabl e



| abel

(2)

Federal construction and safety standards, as evidenced by a
or tag affixed to the manufactured home in accordance with 24
3280. 8.

During any period of transportation fromthe factory to the
borrower's honesite, the structural integrity of the

manuf act ur ed

dur abl e.

(3)

for

current

(4)
deal er
on the
fromthe

al so

home shall be maintained so that it will be livable and
The installation or erection of the manufactured honme on the
honesite shall conmply with the manufacturer's requirements

anchoring, support, stability and nmi ntenance. Any pernanent
foundati on shall be constructed in accordance with the

edition of HUD s Pernmnent Foundati ons Gui de for Manufactured
Housi ng (HUD Handbook 4930. 3).

For any manufactured hone purchase | oan or conbination | oan
i nvol ving a sale of the manufactured hone by a dealer, the

shal | inspect the manufactured hone, as installed or erected
honesite, for structural damage or other defects resulting
transportation and installation of the home. The deal er shal

test the performance of the hone's plunbing, nechanical and
el ectrical systens to assure that they are fully operational.

(d) Manufacturer's warranty requirenents.

(1)
part

by an
form
The
of
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t he

To induce the Secretary to insure a Title | |oan under this
for the purchase of a new manufactured home and to induce a
borrower to purchase such a honme, the home manufacturer shal
furnish the borrower with a witten warranty, duly executed
aut hor representative of the manufacturer on a HUD approved
The warranty shall be provided w thout cost to the borrower.
effective date of the warranty shall be the date of delivery
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t he manufactured hone to the borrower, regardl ess of when the
warranty was executed by the nmanufacturer or was delivered to

borrower.



(2) The warranty shall obligate the hone manufacturer to take
appropriate action to correct any nonconformty with the
st andar ds
prescribed in paragraph (c)(1) of this section or any defects

" materi al s or workmanshi p whi ch becone evident within one year
afver the date of delivery. This warranty shall be in addition to,
and not in derogation of, all other rights and privileges which
theh borrower may have under any other |aw or instrunment during
suc

period or thereafter. A copy of the warranty shall be
retained in
the lender's loan file.

(3) Prior to making a | oan involving a new manufactured hone, the
| ender shall investigate whether the hone manufacturer is
substantially conplying with its warranty obligations on

ot her
hones financed by the | ender under any program |f the |ender
knows, because of consuner conplaints, dealer comments or
ot her
i nformati on concerning the manufacturer received in the
course of

busi ness, that consuners have conpl ai ned about warranty

performance, the | ender shall ascertain whether such
conpl ai nts

have been resolved. The | ender's findings shall be docunented

in

the loan file. Such docunentation may reference informtion
or

materials contained in other files of the | ender, provided
that the

file contains a witten certification signed by a responsible
| oan

of ficer under applicable crimnal and civil penalties for
fraud and

nm srepresentation that the lender's findings are supported by
such

other information or materials.

(4) If the lender concludes under paragraph (d)(3) of this
section that
a manufacturer nay not be honoring its warranties, the |ender
shal
i mediately notify the Secretary in witing, with
docunent ati on of
the facts and circunstances.

(e) Manufactured honesite standards.

(1) To assure the suitability of the honesite, the nanufactured

hone
shall be placed on a |eased site in a nmanufactured hone park

or on



an individual manufactured home | ot or other site owned or
| eased

by the borrower that neets the foll owi ng standards. A
manuf act ur ed

home may be placed on a site within Indian trust or otherw se

restricted lands if the borrower owns or |eases the site, or
if the

borrower obtains witten perm ssion acceptable to the
Secretary

fromthe trustee or the tribal authority who controls the use

of
the site.
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(2) The manufactured honesite shall be served by adequate public
or
conmuni ty water and sewerage systems, unless appropriate
| oca

officials certify that either or both such systens are
unavai | abl e

to provide an adequate |evel of service to the manufactured

honesite. If either or both such systens are not avail abl e,
t he

manuf act ured honesite shall conmply with local or State
m ni mum | ot

area requirenents for the provision of on-site water supply
and/ or

sewage di sposal

(3) Wen the manufactured honme is to be placed on a | eased site

in a

manuf act ured hone park, the | ender shall obtain
certifications from

the appropriate State or |ocal governnent officials that the
par k

conplies with m nimum standards relating to vehicul ar access,
wat er

supply, sewage disposal, utility connections, and other
aspects of

park devel opnent. Where mininmum State and | ocal standards for

par k

devel opnent are not established or enforced, the | ender shal

obtain a certification froma registered civil engineer that
t he

park neets m ni num standards for park devel opnment prescribed
by the

Secretary.

(4) Wen the manufactured home is to be placed on an individua

manuf actured hone | ot or other site owned or |eased by the
bor r ower

(or on an Indian land site under paragraph (e)(1) of this
section),

the I ender shall obtain certifications fromthe appropriate
| oca
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on a
or co-
fraud and

verify th

government officials that:

(i) The site complies with local zoning ordi nances and
regul ati ons, if any;

(ii) Adequate vehicular access froma public right-of-way is
avail able to the site;

(iii) Adequate water supply and sewage di sposal facilities are
available to or on the site; and

(iv) Any other mninmum |l ocal standards and requirenents for
suitability are met.
Where m ni mum | ocal standards for water supply and sewage

are not established or enforced, the | ender shall obtain a
certification froma registered civil engineer that the site

m ni mum st andards for water supply and sewage di sposa
dby the Secretary.
3-6
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Credit requirenents for borrowers.

it application and review

Bef ore making a | oan insured under this part, the |ender
exerci se prudence and diligence to determni ne whether the

and any co-maker or co-signer is solvent and an acceptable

risk, with a reasonable ability to make paynments on the | oan
obligation. Al docunentation supporting this determ nation

relating to the lender's review of the credit of the borrower

of any co-maker or co-signer shall be retained in the | oan

The | ender shall obtain a separate dated credit application
HUD- approved form executed by the borrower and any co-mnaker
si gner under applicable crinminal and civil penalties for

m srepresentation, for each | oan made. The | ender shal
at

the borrower's Social Security Nunber is valid, through such
docunentati on as nmay be prescribed by the Secretary.



(3) The lender shall conduct a credit investigation based on the
credit
application, and shall obtain witten verification of or
ot herw se
docunent the current enploynment and current income of the

bor r owner

and any co-maker or co-signer. If the borrower or any co-
maker or

co-si gner has changed enpl oynent within the past two years,
t he

| ender shall obtain witten verification of or otherw se
document

the person's prior enmploynment and prior income during the
t wo- year

period. If the borrower or any co-naker or co-signer was
sel f -

enpl oyed during any period of the previous two years, the
| ender

shal | obtain docunentation of the person's income during such
peri od of self-enploynent.

(4) The lender shall also determne the total anmount of the
borrower's
exi sting and proposed Title |I loans to ensure that the |oan
anmount s
in 8§ 201.10 are not exceeded.

(5) As part of its credit investigation, the | ender shall obtain

a
consuner credit report stating the credit accounts and
paynent
history of the borrower and of any co-maker or co-signer.
Subj ect

to State or local law, the |ender shall check with the
i nquirers
concerning all credit inquiries reported within the previous

90
days to determ ne whether the borrower or the co-nmaker or co-
si gner
has incurred debts not listed on the credit application. If a
consuner credit report is not available or is inconplete, the
| oan
file shall contain other docunentation of the |ender's
di li gent
i nvestigation of the credit of the borrower or of the co-
nmaker or
co- si gner.
3-7 6/ 96
1060.2 REV-6
(6) If the consumer credit report does not contain the necessary
i nformation, the lender shall obtain witten verification
that the

borrower is not over 30 days delinquent on any senior
nort gages or
deeds of trust on the property being inproved with a property



i mprovenent | oan.

(7) The lender shall verify, in such manner as the Secretary nmay
prescri be, whether the borrower is in default or a claimhas
been
paid in connection with any | oan obligation owed to or
i nsured or
guar anteed by the Federal government.

(8) For any loan with a total principal balance in excess of

$5, 000,

the |l ender shall obtain witten verification of the source of
al |

funds of the borrower required for the borrower's initia
paynent,

if such paynment will be in excess of five percent of the
| oan.

(9) Before making a final determ nation on the creditworthiness
of the
borrower, the |l ender shall conduct a face-to-face or
t el ephone
interview with the borrower and any co-nmaker or co-signer to
resol ve any discrepancies in the information on the credit
application and to assure that the information is accurate

and
conpl et e.

(10) After a thorough credit investigation and in the absence of
information to the contrary, the |l ender may rely upon al
statenments of fact nade by the borrower or any co-naker or

co-

signer in the credit application
(b) Income requirenents.

(1) For any Title | loan, the credit application and revi ew nust

establish that the borrower's income will be adequate to neet
t he

periodi c paynents required by the loan, as well as the
borrower's

ot her housi ng expenses and recurring charges. For a
borrower's

i ncome to be considered adequate, housing expenses and total
fixed

expenses generally may not exceed maxi mum percent ages of
ef fective

gross inconme established by the Secretary. If these expense-
t o-

i ncome ratios are exceeded, the borrower's incone may be
consi dered

adequate only if the | ender determ nes and docunments in the
| oan

file the existence of conpensating factors concerning the

borrower's creditworthi ness which support approval of the
| oan.



(2) In determ ning whether the borrower's incone is adequate, the
follow ng definitions are applicable:
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(i) FEffective gross incone is defined as continuing incone
from
all sources that is reasonably be expected to be
avai |l abl e

during the first two years of the | oan obligation,
wi t hout any
deduction for incone taxes or other itens.

(ii) Total fixed expenses is the sumof the borrower's

housi ng
expenses and ot her recurring charges.
(iii) Housing expenses includes all payments for principal,
interest, loan or nortgage i nsurance charges, ground
rent or
| easehol d charges, real estate taxes, hazard insurance,
and

homeowners associ ati on or condoni ni um fees, but does not
include utility costs.

(iv) Qher recurring charges includes all payments on
aut onobi | e
| oans, furniture |oans, student |oans, installnent

| oans,

revol vi ng charge accounts, alinmony or child support, and
any

ot her debt where the obligation is expected to continue
for

si X months or nore.

(c) Evidence of delinquency, default or m srepresentation. Except with
t he

prior approval of the Secretary, the |l ender shall not approve a
[oan if

the | ender has know edge of any of the follow ng circunstances:

(1) The borrower is past due nore than 30 days as to the paynent
of
principal or interest under the original terns of a | oan
obligation
owed to or insured or guaranteed by the Federal governnent,
unl ess
t he debt has since been discharged or satisfied; or

(2) The borrower has previously made material m sstatenents of
fact on
applications for |oans or other assistance.

§ 201.23 Borrower's initial paynent.



(a) General requirenent. The borrower shall be responsible for the
paynent

in cash of any costs that will not be paid, or are not eligible to
be

paid, fromthe proceeds of the |oan. Such costs payable by the
bor r owner

may i nclude any required downpaynent, any di scount points to be
pai d by

the borrower to the | ender, any other fees and charges that may
not be

financed, and any other costs in excess of the |oan anpbunt. No
part of

such costs payabl e by the borrower nay be | oaned, advanced, or
paid to

or for the benefit of the borrower by the dealer, the
manuf acturer, or

any other party to the |l oan transaction. If the borrower obtains
all or

any part of such costs through a gift or a | oan from some ot her
sour ce,
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t he borrower must disclose the source of such gift or |oan on the
credit

application. Any such |oan nust be secured by property or
col | at er al

owned by the borrower independently of the property securing
r epayment

of the Title | loan, unless the prior approval of the Secretary is

obt ai ned for an exception to this requirenent. The | ender shal
consi der

any such |l oan obligation in performng the credit investigation.

Docurentation of any initial paynment shall be retained by the
[ ender in

the loan file.

(b) Manufactured hone purchase | oans. In the case of a manufactured
hore

purchase | oan, the borrower shall nake a m ni rum cash downpaynent
of at

| east five percent of the purchase price of the hone. The
borrower's

equity in an existing manufactured home and any novabl e
appurt enances

may be traded-in on a new hone and accepted in lieu of full or
parti al

cash downpaynent, but without any cash paynment to the borrower.
The

exi sting manufactured honme being traded-in shall be clearly
i dentified,

and the borrower's equity in the hone shall be based upon the
retail

val ue of the home and appurtenances (as deternined by a HUD
approved



appraisal), less the total of all |oans outstanding on the hone

and
appurt enances.
c Manuf actured hone | ot loans. In the case of a nmanufactured hone
| ot
| oan, the borrower shall make a m ni num cash downpaynent of at
| east

five percent of the total of the purchase price and devel opnent
costs
for the lot.

(d) Conbination loans. In the case of a conbination | oan, the borrower
shal

make a m ni mum cash downpaynment of at |east five percent of the
pur chase

price of the nanufactured hone and lot. If the borrower already
owns a

manuf actured hone or a lot on which a manufactured home is to be
pl aced,

the borrower's equity in such hone or ot may be accepted in lieu
of

full or partial cash downpayment on a conbi nation | oan, but
wi t hout any

cash paynment to the borrower.

§ 201.24 Security requirenents.
(a) Property inprovenment |oans.
(1) Any property inprovenment |loan in excess of $7,500 shall be

secured
by a recorded lien on the inproved property. The |lien shal

be

evi denced by a nortgage or deed of trust, executed by the
bor r ower

and all other owners in fee sinple. If the borrower is a
| essee,

the borrower and all owners in fee sinple nmust execute the
nor t gage

or deed of trust. If the borrower is purchasing the property
under

a land installment contract, the borrower, all owners in fee

sinmple, and all intervening contract sellers nmust execute the
6/ 96 3-10
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nortgage or deed of trust. The lien need not be a first lien
on the

property; however, the lien securing the Title |I |oan nust
have

priority over any lien securing an uninsured | oan nmade at the
sane

time and in connection with the same property, unless the
uni nsured



loan is a first nortgage |oan for the purchase or refinancing
of
t he property.

(2) Any property inmprovenent |oan for $7,500 or | ess (other than
a
manuf act ured hone i nprovenent |oan) shall be sinlarly
secured if,
i ncludi ng such loan, the total amount of all Title | |oans on
t he
i mproved property is nore than $7, 500.

(3) Manufactured hone inprovenent |oans need not be secured.

(b) Manufactured hone | oans. Any nanufactured hone | oan shall be
secured by

a recorded lien on the hone (or lot or hone and lot, as
appropriate),

its furnishings, equipnment, accessories, and appurtenances. The
lien

shall be a first lien, superior to any other lien on that
property; and

shal | be evidenced by a properly recorded financing statement, a

properly recorded security instrunment executed by the borrower and
any

ot her owner of the property, or another acceptable instrunent,
such as

a certificate of title issued by the State and containing a
recitation

of the lender's lien interest in the manufactured home.

(c) Recording and perfection of security. The | ender shall assure that
t he
| egal description of the property as recited in the security
i nstrument
is accurate, and that the security instrunent creates a valid and
enforceable lien on the property in the jurisdiction in which the
property is located. The security instrument shall be recorded and
perfected in the manner specified by applicable State law in the
State
where the property is |ocated.

(d) Substitution or subordination of security. The Secretary nmay
approve

substitution or subordination of security where the security val ue
wil |

not be inpaired or reduced.

(e) Release of liability or lien. The | ender shall not rel ease the
bor r owner

or any co-nmaker or co-signer fromany liability under a note or
from any

lien securing a | oan insured under this part w thout the prior
approva

of the Secretary.

201. 25 Charges to borrower to obtain | oan



(a) Fees and charges that may be financed in a property inprovenent
| oan.
The Secretary will establish a list of fees and charges that nmay

be
included in a property inprovenent |oan. Such fees and charges
shal
have been incurred in connection with the origination of the |oan,
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and their inclusion shall not increase the total principa
obligation
beyond the maxi mum | oan amounts in ' 201.10.

(b) Fees and charges that may be financed in a manufactured hone | oan.
The
Secretary will establish a list of fees and charges that may be
i ncl uded
in a nanufactured hone | oan. Such fees and charges shall have been
incurred in connection with the origination of the loan, and their
i nclusion shall not increase the total principal obligation beyond
t he
maxi mum | oan anmounts in ' 201.10.

(c) Fees and charges that nmay not be financed. The Secretary will
est abl i sh
alist of fees and charges incurred by the | ender that may be
col I ected
fromthe borrower in the initial paynent, but nmay not be included
in the
| oan amount or otherw se financed or advanced by the deal er, the
manuf acturer, or any other party to the | oan transacti on.

(d) Fees and charges that nmay not be paid. Neither the | ender nor the
borrower may pay a referral fee to any deal er, hone manufacturer,
contractor, supplier, real estate broker, |oan broker, or any

ot her
party in connection with the origination of a |oan insured under

this
part.

' 201.26 Conditions for |oan disbursenent.
(a) Property inprovenent |oans. The | ender shall conply with the

fol |l owi ng

appl i cabl e requirements before disbursing the proceeds of a
property

i mprovenent | oan.

(1) The lender shall ensure that the follow ng conditions are
met :

(i) The borrower is eligible for a property inprovenent |oan

accordance with ' 201.20(a)(1) or (2); and



(ii) The interest of the borrower in the property is valid,

t hr ough

such title or other evidence as is generally acceptable
to

prudent | ending institutions and | eading attorneys in
t he

conmunity in which the property is situated.

(2) The proposed use of the | oan proceeds shall be docunented in
accordance with the requirenments of ' 201.20(b)(1).

(3) \Were the proceeds are to be used for an historic
preservation
| oan, the | ender shall ensure that the proposed inprovenents

have
been approved by the State Historic Preservation Oficer in
accordance with ' 201.20(c).
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(4) \Were the proceeds are to be used for a fire safety equi pnent

| oan,

the | ender shall ensure that the proposed i nprovenents have
been

approved by the State or |ocal agency having jurisdiction
over the

fire safety requirenents of health care facilities in
accor dance

with 201.20(c).

(5) In the case of a dealer loan, the | ender shall obtain a
conpl etion
certificate, on a HUD approved form and signed by the
borrower and
t he deal er under applicable crimnal and civil penalties for

fraud

and misrepresentation, certifying that:

(i) The inprovenents are eligible and have been conpleted in
general accordance with the contract or cost estinmate
furni shed to the | ender; and

(ii) The borrower has not obtained the benefit of and will

not
recei ve any cash paynent, rebate, cash bonus, sales
conmi ssion, or anything of nore than nomi nal val ue from
t he

deal er as an inducenent for the consummati on of the
transacti on.

(6) For any property inprovenent |oan, the | ender shall provide

t he
borrower with a witten notice, to be signed by the borrower

and



retained in the loan file, that:

(i) States that the loan will be insured by HUD and
descri bes the
actions the Secretary may take to recover the debt if
t he
borrower defaults on the | oan and an insurance claimis
pai d;
(ii) Constitutes the borrower's agreement to pay penalties
and
adm ni strative costs inposed by HUD as authorized by 31
U s.C

3717; and

(iii) I'n the case of a direct |oan, constitutes an
acknow edgenent
of the borrower's post-disbursement obligation to
furnish a
conpletion certificate and to pernit an on-site
i nspection by
the I ender or its agent in accordance with '' 201.40(0)

(c).

(b) Manufactured hone | oans. The | ender shall conply with the
fol | owi ng

appl i cabl e requirements before disbursing the proceeds of a
manuf act ur ed

hore | oan.

and

(1) The lender shall ensure that the borrower is eligible for a
manuf actured hone | oan in accordance with ' 201.21(a).
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(2) The lender shall assure that the loan file is conplete, and
shal
obtain the follow ng docunents for retention in the | oan
file:
(i) A signed copy of the purchase contract between the
bor r owner
and the deal er or seller;
(ii) A copy of the manufacturer's invoice, where the | oan
i nvol ves
t he purchase of a new manufactured hone;
(iii) Copies of item zed statements of other costs, fees and
charges, whether paid by the borrower or financed with
t he

| oan proceeds; and

(iv) The note and security instrunent and copies of all other



docunents relating to the | oan transacti on.

(3) The lender shall obtain certifications fromthe borrower
under
applicable crimnal and civil penalties for fraud and
nm srepresentation that:

(i) The manufactured home being financed with a manufactured

hone

purchase | oan or conbination |oan will be occupied as
t he

borrower's principal residence;

(ii) Where the proceeds are for a manufactured hone | ot |oan,

t he

borrower's manufactured hone will be placed on the |ot
and

wi Il be occupied as the borrower's principal residence
within

six nonths after the date of the |oan

(iii) The initial payment required under ' 201.23 was nade,

and no

part of the initial paynent was borrowed from or
ot herw se

advanced or paid to or for the benefit of the borrower
by the

deal er or seller, the manufacturer, or any other party
to the

transaction, and if any part of the initial payment was

obt ai ned through a gift or loan, the source of the gift
or

| oan and the security for any such | oan was discl osed on
t he

credit application;

(iv) While any portion of the |loan obligation on a
manuf act ur ed
hone purchase | oan is unpaid, the manufactured hone nmay

be
noved only to a new site in conpliance with '" 201.21(c)
and
(e), and only with the | ender's prior approval;
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(v) Wiile any portion of the |oan obligation on a
conbi nati on | oan
is unpaid, the manufactured hone will not be noved to a
new
site;

(vi) The borrower has paid the remaining unpai d bal ance on
any



property,

for an

ot her manufactured honme | oan secured by a different
unl ess the prior approval of the Secretary is obtained

exception to this requirenment; and

(vii) The borrower has not obtained the benefit of and wll

not
recei ve any cash paynent, rebate, cash bonus, or
anyt hi ng of
nore than nom nal value fromthe manufacturer or dealer
as an
i nducement for the consummati on of the transaction.
(4) For any manufactured hone purchase | oan or comnbination | oan
i nvol ving the sale of a manufactured hone by a dealer, the
| ender
shal |l obtain a placenment certificate, on a HUD approved form
and
signed by the deal er under applicable crimnal and civi
penal ties
for fraud and nmisrepresentation, certifying that:
(i) The manufactured homesite neets the requirements of
201. 21(e);
(ii) The structural integrity of the manufactured hone was
mai nt ai ned during the process of transporting the hone
to the
borrower's honesite;
(iii) The manufactured honme has been installed or erected on
t he

honesite in accordance with the manufacturer's

requi renents

for anchoring, support, stability and mai ntenance;

(iv) If the manufactured hone is placed on a pernanent

f oundat i on,

t he

required

such foundati on has been constructed in accordance wth
requi renents of '201.21(c)(3);
(v) The dealer has perforned the inspection and tests

under ' 201.21(c)(4) and has deternined that the

manuf act ur ed

al |

t he

by

hone has sustained no structural damage or other defects
resulting fromits transportation or installation, and

pl unbi ng, nechani cal and electrical systens are fully
oper ati onal

(vi) Any initial paynment required under ' 201.23 was made by

borrower, and no part of the initial payment was | oaned,
advanced, or paid to or for the benefit of the borrower
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t he manufacturer, dealer, or any other party to the |oan
transaction; and

(vii) The borrower has not obtained the benefit of and will

not
recei ve any cash paynent, rebate, cash bonus, or
anyt hi ng of
nore than nom nal value fromthe manufacturer or deal er
as an
i nducement for the consummati on of the transaction.
(5) The lender shall obtain and file the certifications by |oca
officials or a civil engineer which are required under '
201. 21(e)
to document the suitability of the manufactured honesite.
(6) For any direct manufactured honme purchase | oan or conbination
| oan
i nvol ving the rel ocation of the manufactured hone to a new
honesite
owned or | eased by the borrower, the |l ender (or an agent of
t he
| ender that is not a manufactured hone deal er) shall conduct
a
site-of -placenment inspection to verify that:
(i) The ternms and conditions of the purchase contract have
been
met ;
(ii) The manufactured hone and any itenized options and
appurtenances included in the purchase price of the hone
or to
be financed with the | oan proceeds have been delivered
and

install ed; and

(iii) The manufactured home has been properly erected or
installed
on the honesite w thout any apparent structural damage

or

ot her serious defects resulting fromits transportation
or

installation, and all plunbing, mechanical and
el ectrica

systens are fully operational

(7) The lender shall provide the borrower with a witten noti ce,
to be
signed by the borrower and retained in the loan file, that:

(i) States that the loan will be insured by the HUD and
descri bes



the actions the Secretary may take to recover the debt

if the

borrower defaults on the loan and an insurance claimis
pai d;

and

(ii) Constitutes the borrower's agreenment to pay penalties

and

admi ni strative costs inposed by HUD as authorized by 31
U S C

3717.
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(8) Where a nanufactured hone purchase | oan invol ves a
manuf act ur ed
hone which is to be located on Indian trust or otherw se
restricted
| ands, the | ender shall obtain witten pernission fromthe

trustee

or the tribal authority who controls the site for the | ender
to

repossess the hone in the event of default by the borrower
and

accel erati on of the | oan.

201. 27 Requirenments for deal er |oans.
(a) Deal er approval and supervision
(1) The lender shall approve only those deal ers which, on the

basi s of
experience and information, the | ender considers to be

reliable,

financially responsible, and qualified to satisfactorily
perform

their contractual obligations to borrowers and to conply with
t he

requirenents of this part. However, in no case shall the
| ender

approve a dealer that is unable to neet the foll owi ng mni mum

qgual i fications:

(i) A property inmprovenent deal er shall have and naintain a
net

worth of not |ess than $25,000 in assets acceptable to

t he

Secretary, and shall have denonstrated business
experi ence as
a property inprovenment contractor or supplier; and

(ii) A manufactured honme deal er shall have and maintain a net
wort h
of not less than $50,000 in assets acceptable to the



Secretary, and shall have denonstrated business
experience in
manuf actured hone retail sales.

(2) The lender's approval of a dealer shall be docunented on a

MJUD-

approved form signed and dated by the deal er and the | ender
under

applicable crimnal and civil penalties for fraud and

nm srepresentation, and containing information supplied by the

deal er on its trade nane, places of business, type of
owner shi p,

type of business, and nanes and enpl oynent history of the
owners,

principals, officers, and sal espersons. The deal er shal
furnish a

current financial statenent prepared by soneone who is
i ndependent

of the dealer and is qualified by education and experience to

prepare such statenents, together with such other
document ati on as

the | ender deens necessary to support its approval of the

deal er.

The I ender shall obtain a commercial credit report on the
deal er

and consuner credit reports on the owners, principals, and
officers

of the deal ership.
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(3) The lender shall require each dealer to apply annually for
reapproval . The deal er shall furnish the same documentation

as is

requi red under paragraph (a)(2) of this section to support
its

application for reapproval. In no case shall the | ender
r eapprove

a dealer that is unable to meet the mnimumnet worth
requi renents
i n paragraph (a)(1).

(4) The lender shall supervise and nonitor each approved dealer's
activities with respect to loans insured under this part. The
| ender shall visit each approved deal er's places of business
at

| east once in every six months to reviewits Title |
per f or mance

and conpliance. The | ender shall nmaintain a file on each
approved

deal er which contains the executed deal er approval form and

supporting docunmentation required under paragraph (a)(2) of
this

section, together with information on the | ender's experience
with



Title I loans involving the deal er. Each dealer file shal
contain

i nformati on about borrower defaults on Titre | |oans over
time,

records of conpletion or site-of-placenment inspections
conduct ed by

the I ender or its agent, copies of letters concerning

bor r ower
conplaints and their resolution, and records of the lender's
periodic review visits to the dealer's prenises. The | ender
nay
al so require that the dealer furnish records on individua
| oan
transactions, if needed to enable the | ender to review the
dealer's

Title | perfornance and conpliance.

(5) If a dealer does not satisfactorily performits contractua
obligations to borrowers, does not conply with Title |

program

requi renents, or is unresponsive to the |l ender's supervision
and

nmoni toring requirenents, the I ender shall term nate the
dealer's

approval and i mediately notify the Secretary with witten

docunentati on of the facts. A deal er whose approval is
t er m nat ed

under these circunmstances shall not be reapproved w t hout
prior

witten approval fromthe Secretary. The lender may in its

di scretion term nate the approval of a dealer for other
reasons at

any tinme.

(6) The lender shall require each approved (or reapproved) deal er

to

provide witten notification of any material change in its
trade

nane, places of business, type of ownership, type of
busi ness, or

princi pal individuals who control or nmanage the business. The

deal er shall furnish such notification to the lender within
30 days

after the date of any material change.

(7) As a condition of nmanufactured hone deal er approval (or
reapproval ), the lender may require a manufactured hone
dealer to
execute a witten agreenment that, if requested by the | ender,

t he

dealer will resell any nmanufactured hone repossessed by the
| ender
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under a Title | insured manufactured hone purchase | oan
approved by
the I ender as a deal er | oan involving that dealer

(b) Provision for full or partial recourse. In the case of a

deal er -

ori gi nat ed manuf actured honme purchase | oan or conbi nation
| oan, the

| ender and the dealer may agree to a provision in the | oan

docunents for partial or full recourse against the dealer, to

reduce or elimnate the lender's loss in the event of
forecl osure

or repossession. Such recourse provision shall specify that,
for a

default occurring within a period of not nore than three
years from

the date of the loan, the dealer shall reinburse the | ender

for a
fi xed percentage of the unpaid anbunt of the |oan obligation,
after
deducting the proceeds fromthe sale of the property and any
anmounts received or retained by the | ender after the date of
default. However, the extent of the dealer's liability may
not

exceed 100 percent of the unpaid amount of the | oan
obligation

prior to such deductions. Wien a claimis filed, the | ender
shal

notify the Secretary if the | oan was subject to a recourse

agreenment and whet her the recourse agreenent has been
honored. If

wi thout the lender's approval a dealer has failed to honor
its

recourse obligation, the |lender shall notify the Secretary
and

shal | assign the recourse obligation to the Secretary in
filing an

i nsurance claim

201. 28 Fl ood and hazard insurance, and Coastal Barriers properties.

(a) Flood insurance. No property inprovenent |oan or manufactured
hone | oan

shall be eligible for insurance under this part if the property
securing

repaynent of the loan is located in a special flood hazard area

identified by the Federal Energency Managenment Agency (FEM),
unl ess

flood insurance on the property is obtained by the borrower in

conpliance with section 102 of the Flood Di saster Protection Act
of 1973

(42 U.S.C. 4012a). Such insurance shall be obtained at any tine
duri ng

the termof the loan that the | ender deternines that the secured

property is located in a special flood hazard area identified by
FENMA,



and shall be nmintained by the borrower for the remaining term of
t he

loan, or until the |l ender determ nes that the property is no
[ onger in

a special flood hazard area, or until the property is repossessed
or

forecl osed upon by the | ender. The ampunt of such insurance shal
be at

| east equal to the unpaid bal ance of the Title | |oan, and the
| ender

shal |l be naned as the | oss payee for flood insurance benefits.

(b) Hazard insurance. No manufactured hone purchase |oan or
conbi nati on
| oan shall be eligible for insurance under this part unless hazard
i nsurance on the manufactured hone is obtained by the borrower and
t he
| ender is named as a | oss payee of insurance benefits. Such
i nsurance
shal | be naintai ned by the borrower for the full termof the | oan
or
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until the property is repossessed or foreclosed by the | ender, and
in an

amount at | east equal to the unpaid bal ance of the | oan, except
that the

amount of insurance coverage shall be not |ess than the actua
cash

val ue of the home where State | aw precludes a higher amount. If
t he

borrower fails to maintain such insurance, the | ender shall obtain
it at

the borrower's expense. If the home is not insured agai nst hazards
and

sust ai ns damage which would normally be covered by such insurance
duri ng

t he borrower's ownership, the appraised value of the honme for
claim

purposes will be adjusted in accordance with ' 201.51(b)(3). Upon

acquiring title to the property through repossessi on or
forecl osure, the

| ender shall maintain hazard i nsurance upon the property in the
anmount

prescri bed above until its disposition and sale.

(c) Coastal barriers properties. No Title | insurance shall be made
avai | abl e under this part for any property inprovenment |oan or
manuf act ured hone | oan except pursuant to a | oan application

approved
bef ore Cctober 18, 1982, with respect to any property within the

Coast al
Barriers Resources System established by the Coastal Barriers

Resour ces
Act (16 U S . C 3501).



201.29 Ineligible participants.

No | oan may be insured under this part where the | ender has been
advised in

witing by HUD or otherwi se knows that any participant in the
transaction as

a deal er, hone manufacturer, contractor, supplier, or broker, or as its
agent

or representative, has been suspended or debarred, or has otherw se
been

determned by HUD to be ineligible to participate in the Title |

pr ogr am
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