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CHAPTER 14. FINAL CLCSI NG - | NSURANCE OF ADVANCES

PREPARATI ON FOR FI NAL CLCSING.  This chapter covers only coi nsurance
of advances. (See Chapter 15 for coi nsurance on conpl etion.)

A. Preparation for final closing. The project mnust be:

1) Conpleted according to the drawi ngs and specifications
(except for approved itens of delayed conpletion covered by
an accept abl e escrow agreemnent).

2) Accepted for occupancy by the | ender and | ocal governnent
with jurisdiction.

B. Timng. Final closing cannot take place until the title conpany
issues atitle policy free of |liens except acceptable |iens
pursuant to Chapter 18.

C. dosing site. Any place agreed to by the | ender and nortgagor
except a HUD field office.

REVI SION OF FORMS. Sane as for initial closing. (See paragraph
12-3.)

FI NAL CLOSI NG DOCUMENTS. Those that are the sane as at initial
closing are listed bel ow and described in paragraph 12-5. They need
to be collected only once unless an updated docunent is required.
Requi red updates are starred (*); other itens may need updating if
changes have occurred since initial endorsenent. Paragraph 14-4
descri bes docunents required only at final closing.

Mort gagor' s organi zati onal docunents
Lease (if there is a | easehol d)
Mortgage (or Deed of Trust)

Not e

Coi nsurance regul atory agreenent
Mortgagor's Certificate

Mortgagor's attorney's opinion
Mortgagor's Cath

* Title Policy
*

Hazard i nsurance policy
Assurance of funds to nmeet operating deficits
Request for Final Endorsenment of Credit Instrument (Form FHA-2023)

ADDI TI ONAL REQUI REMENTS AT FINAL CLOSING  Required HUD forns and
formats are starred (*).

A. Chattel nortgage or security agreenent

B. Survey of conpl eted project
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C

D.

E

F

Surveyor's certificate (FHA-2457)*
Latent defects escrow
Contractor's Prevailing Wage Certificate (HUD 92448)*

Increase Note and related material, if necessary

LATENT DEFECTS ESCRON Must be retained for 18 nonths after
substantial conpletion of the project. (See paragraph 14-9, and
Handbook 4561.2 for details on guarantee inspections and rel ease
of this escrow)

A

HUD

If a conpl etion assurance agreenent (Form FHA-92450) is used,
2-1/2 percent of the construction contract sum nust be retained
in cash or letter of credit.

Assurance of conpletion through bonds issued by a surety
(Form FHA- 2452) autonmatically covers |atent defects.

If a personal indemity agreenent (Form FHA-2459) is used, the
escrow must be established by cash or letter of credit at
conpl eti on.

FI NAL ENDORSEMENT

After final closing, the | ender nmust submit the credit
instrument for final endorsement to the HUD field office with
jurisdiction. The request for endorsenment nust be by letter
signed by a senior corporate official certifying that:

1) The loan has been processed, underwitten, and closed in
full conpliance with all program requirenents.

2) Construction or rehabilitation has been conpl et ed,
i nspected, and found in full conpliance with all program
requirenents.

3) Prevailing wages were paid and all other |abor standards and
equal opportunity requirenments foll owed.

4) You have (or have not) obtained reinsurance and, if so, the
anmount .

5) The project is (or is not) financed through the sale of
bonds.

Attach to the letter

1) Copy of your HUD 221(d) coinsurance prelimnary approva
letter.
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3)

4)

5)

6)

7)

8)

9)

If you have conpleted all pre-endorsenent review requirenments,
the HUD letter granting full underwiting authority.

Si gned copi es of Forns HUD 92264 and HUD- 92264- A

Certified copies of nortgage (deed of trust) with attached
regul atory agreenent, note and duplicate original of title
policy and certified copies of escrow agreenents. (If
recorder-certified copies cannot be obtained in time for HUD
endor senment, HUD may accept copies certified by the title
conmpany.) HUD will keep these docunents.

New nortgagee's attorney's opinion

A statenent signed by an authorized senior corporate officia

that you have increased your sound capital resources by $1 per

$300 for any increase in the nortgage anmount since initial

endor sement .

Management certification

I nformati on sheet containing the foll ow ng:

a) Super seded project number (the old FHA project nunber if
the project's previous nortgage | oan was insured or held
by HUD)

b) Servi cer nane, address and FHA nortgagee nunber

c) Management agent name, address and Enpl oyer
I dentification Numnber

d) Mont h/day the project's fiscal year ends. Project annua
financial statements are due 60 days after this date.

e) If the project is subsidized, include the foll ow ng:

- Subsidy type (Section 8, Rent Supplenent or Renta
Assi st ance Program

- If the project receives Section 8 assistance, the
Section 8 programtype (e.g., noderate rehabilitation
new construction, |oan nanagenent set-aside or property
di sposition set-aside)

- Nunber of units of each subsidy type

Conpl et ed Form FHA- 290, d osing Menorandum ( See Appendi x 25),
if required by HUD field office with jurisdiction
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CLOSEQUT OF CONSTRUCTI ON ESCROWN | f escrows were set up for
conpletion itens, you nust:

A. Inspect the work when it is conpleted.

B. If it is acceptable, release the cost-certified amunt for only
wor k actual | y done.

C. Release any bal ance after:

1) Al work is inspected and approved.

2) Al contractor obligations are paid.
D. Complete required work if nortgagor and contractor do not.
CLOSEQUT OF WAGE ESCROWS.  Must be approved by HUD Labor Rel ati ons.
GUARANTEE | NSPECTI ONS. Done to ensure agai nst defects in materials
or workmanshi p that appear within 12 nonths after substantia
conmpl etion. (See paragraph 13-11 for definition of substantia
conpl eti on and paragraph 14-5 for |atent defects escrow

requirenent).

A. Inspect at 9 and 12 nonths to ensure conpliance with HUD
requirenents. Wthhold the | atent defects escrow for 18 nonths.

B. For details, see Handbook 4561.2 on servicing.

DOCKET PREPARATI ON. Update the permanent project docket in your
files (See paragraph 12-8) by adding:

A. Al docunents related to the construction period (advances,
change orders, inspections, |abor standards, cost certification
etc.)

B. Al final endorsenent docunents, filed in a separate section
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