Appendi x 24

4355.1

PREPARATI ON OF THE MORTGAGE AND NOTE | NSTRUMENTS

Since the Secretary has approved a different form of

nort gage, deed of trust, security deed and note for use in
multifam |y prograns in each state, it is not possible to prepare
a single note or nortgage format for use as a Capital |nprovenent
Note or Capital |nprovenent Mdrtgage in every state

A

For the Capital Inprovenent Note, the formof Note used in
the Section 202 Program (HUD Form 93432 EH, dated 7-83) is
reconmended, with all references to the Section 202 program
changed to the Capital |nprovenent Loan Program Care
shoul d be taken not to onit the anortization of fset

provi sion or the prepaynent prohibition contained in this
formof Note. The maturity date of the Capital |nprovenent
Note is the maturity date of the original note of the
project. Oher changes to be made incl ude:

1. In the first paragraph of the Note, change, "The |oan
shal | bear interest on the outstanding | oan anmount
computed fromthe date of each advance to the
undersigned at the rate of __ percent per annum"
to, "The | oan shall bear interest on the outstanding
| oan amount conputed fromthe date of the |ast
advance to the undersigned at the rate of __ percent
per annum "

2. In the second paragraph of the Note, delete,
"Interest only payable nmonthly conmencing on the
first day of , 19  and on the
first day of each nonth thereafter to and incl uding

, 19 . (Such interest may be

coll ected by HUD t hrough of fset against the

undi sbursed bal ance of the loan.) Thereafter,"” and

continue the paragraph, "Comrencing on the first day

of "

For the Capital |nmprovenent Mdrtgage (or Deed of Trust), the
Field Ofices should nodify and use the form of nortgage
used in the Section 202 Program (HUD Form 2099 EH, dated
6-76). The existing, recorded Regul atory Agreenment should be
referenced and cited, rather than referencing a new

Regul atory Agreenment. Al references to "Section 20211
shoul d be changed to "Capital |nprovenent Loan Program”

but since it nmight at some point in time (if the underlying
first nortgage is prepaid) be necessary to collect and
escrow funds for taxes, etc., these provisions of the
Section 202 nortgage should remain intact.
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In the nortgage add: "The followi ng agreenent(s) is (are)
i ncorporated by reference herein and nade a part hereof:
"a. Fi nanci al Assi stance Contract dated

bet ween the Secretary of HUD and __ (the nortgagor) ;

"b. Def erred Recordati on Agreenent dated
bet ween the Secretary of HUD and __ the nortgagor
Use "b" only when the nortgage i s not HUD Hel d.

C. Use Agreenent dated bet ween the
Secretary of HUD and (the nortgagor)

PROCEDURES FOR PRQJIECTS W TH | NSURED MORTGAGES: Field
Ofices are reminded that it is of the utnost inportance in
i npl ementing this programthat the Departnment does not
trigger a premature nortgage assignnent because of a
Regul at ory Agreenment or nortgage prohibition agai nst placing
i ens against a project w thout the approval of the

nort gagee. When a nortgagor is an applicant for a Capita

| nprovenent Loan, the Loan Managenent Branch Chief shal

first obtain the agreenment of the nortgagor to execute a
Capital Inprovenent Note and Capital |nprovenent Mrtgage
for the | oan amount. After the nortgagor agrees to sign
these docunents, the LM Branch Chief should seek the witten
perm ssion of the first nortgagee, i.e., holding nortgagee,
to record the nortgage. |If this permission is not granted,
the Loan Managenent Branch Chi ef should proceed with the
nort gagor's execution of the Capital |nprovenent Note,
Capital | nprovenent Mrtgage, and Deferred Recordation

Agr eenent .

The Loan Managenent Branch Chief is responsible for nmaking
the initial contact with nortgagees to request perm ssion
for recording the docunments that collateralize the Capita

| mprovenent Loan. The Capital |nprovenment Mortgage nmust not
be recorded without the express witten permssion of the
first nortgagee, i.e., holding nortgagee.

PROCEDURES FOR PRQJECTS W TH HUD- HELD MORTGAGES: Projects
with HUD- Hel d nortgages do not require the use of the

Def erred Recordation Agreenent since HUD is the nortgagee
Applicants for Capital |nprovenent Loans are to be asked to
sign the Capital |nprovenment Note and Capital |nprovenent
Mort gage as described in the procedures for insured

nort gages.
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ADM NI STRATI VE COSTS: Fees associated with recording the
Capital |nprovenent Mrtgage will be conputed based upon
data obtained fromthe Housing Devel opnent Division of the
Field office. Costs for recording the Mrtgage, costs of
necessary title opinions, and any other costs required in
this process will be added to the principal of the
previously determined Capital |nprovenent Loan. These
additions to the principal are not subject to the Capital

| mprovenent Loan Program nat chi ng fornul a.
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