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CHAPTER 1. | NTRCDUCTI ON

PURPOSE OF 221(d) CO NSURANCE PROGRAM

To conserve and increase nultifamly rental housing for
nmoder ate-income fanmilies by efficiently processing nortgage
applications for new or substantially rehabilitated projects.

The programis not intended to reduce the nortgage credit avail able
under other sections of the Act, nor does it change requirenents or
standards for physical inspections of dwelling units during
construction.

LEQ SLATI VE AUTHORI TY

A

Section 244 of the National Housing Act authorizes HUD to insure
nort gages, pursuant to a coi nsurance contract with an approved

| ender, that are otherwise eligible for nortgage insurance, if
the lender wll:

1) Assune a percentage of any |oss; and

2) Carry out (subject to audit, exception or review
requirenents) credit approval, appraisal, conmtnent,
i nspection, nmanagenent oversight, servicing, disposition or
ot her functions determ ned by HUD.

Section 221(d) of the National Housing Act authorizes HUD to
i nsure nortgages for construction or substantial rehabilitation
of multifamly rental projects (including cooperatives).

HOW I T WORKS

A

Lenders apply to participate in the coinsurance program and, if
approved pursuant to Chapter 2 of this book, operate in
partnership with and share the risk w th HUD.

Approved | enders have maxi mum operating, processing,
underwriting, and managenent oversi ght and | oan servicing
responsibilities, for which they receive certain fees and part of
the nortgage i nsurance prem uns, as stated in Chapter 4. (For
processi ng not del egated by HUD, see Chapter 6.)

They retain as much autonony in underwiting as possible under
the | aw and regul ati ons.

To remain a HUD coinsurer, a | ender rmnust:
1) Conply with this handbook, Handbook 4566.2 on servicing, and

the coi nsurance regulations (Part 251 of Title 24 of the Code
of Federal Regul ations).
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(1-3) 2) Mintain accountability, prudent underwiting and nanagenent
practices, and organi zational control as required by HUD to
mnimze the risk to Federal funds.

1-4. WAIVERS to a handbook provision may be justified in sone cases.
Send requests, with full details and supporting docunents, to:

Depart ment of Housing and Urban Devel opnent
Ofice of Insured Multifam |y Housi ng Devel opnent

451 7th Street, SW
Washi ngton, D.C. 20410

Provi sions of the |aw or regul ati ons nmay not be wai ved.
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