4580. 1 CHG

CHAPTER 9. MORTGACE CREDI T

9-1. GENERAL.

a. Mortgage Insurance trader Section 234(d) of the Nationa
Housi ng Act provides a program for financing the construction
or rehabilitation of a multifam |y project which is intended
for sale under a plan of famly unit ownership (condom nium
with each unit eligible for individual nortgage insurance
under Section 234(c) after conpletion of the project. Upon
transfer of the title to the unit, it will include an undivided
interest in the common areas and facilities, and conmerci al
or community facilities, if any.

b. Mrtgage Credit Procedures and Analysis are to be conpleted
in accordance with the underwriting instructions for Section
207, (see Reference (14) of the Foreword) except as nodified
her ei n.

c. The Project offered for security nmust be designed principally
for residential use consisting of not less than 4 living units,
but may contain such conmercial and community facilities deenmed
necessary to serve the occupants.

9-2. AMOUNT AND AMORTI ZATI ON PERI OD OF LOAN. Analysis of the credit
risk is prem sed upon a loan for a definite anount and anorti zation
period. The amobunt of the |loan rmay be the amount applied for, but
may not exceed the nmaxi mum anounts permitted under the statutory
and regulatory linitations under Section 234(d).

9- 3. NEW CONSTRUCTI ON. I ncludes all projects not involving
rehabilitation or reconstruction of existing structures. |I|nsurable
nortgage anount shall not exceed the | owest of:

a. 90% of the HUD estimate of replacenent cost of the project.

b. An anount not to exceed the sumof the unit nortgage anounts
assuning the nortgagor to be the owner and occupant of each
famly unit.
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(9-3) c¢. In subparagraphs 9-3a, and 9-3b, above, if 80%in value of the

units has not been sold before initial endorsenent, the nortgage
anmount shall be reduced at initial closing to an anount not



exceeding the | esser of the foll ow ng:

(1) 80% of the HUD estimate of replacement cost of the
project, or

(2) 85%of the sum of the condom niumunit nortgage anounts.

(3) This nortgage anount shall be determned in processing and
set forth at the end of the opening paragraph of
Comm tment Forms FHA 3283 and FHA 3284 in the follow ng
manner :

"The nortgage amount shall be reduced to $_ if,
at the tine of endorsenent, 80% of the total val ue of
all the units shall not have been subscribed for by

HUD approved condom ni um pur chasers."

d. An anount attributable to dwelling use excluding exterior |and
i mprovenents as defined by the Assistant Secretary for
Housi ng- Feder al Housi ng Conmi ssioner not to exceed: (The
nort gage anount nay exceed these linmts by not nore than 90% of
the cost not attributable to dwelling use, including exterior
| and i nmprovenents.)

(1) Walk-Up Structures:

$19,500 per family unit w thout a bedroom

$21,600 per famly unit with one bedroom

$25,800 per family unit with two bedroons.

$31, 800 per famly unit with three bedroons.

$36, 000 per famly unit with four or nore bedroons.

(2) Elevator Structures:

$22,500 per famly unit w thout a bedroom

$25,200 per famly unit with one bedroom

$30,900 per fanmily unit with two bedroons.

$38, 700 per famly unit with three bedroomns.

$43, 758 per famly unit with four or nore bedroons.
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NOTE: The Assistant Secretary for Housing-Federal Housing
Conmi ssi oner may increase the foregoing dollar
anmount |limtations by an anmount not to exceed 50%
i n any geographi cal area where he finds cost |evels
SO require.

9- 4. REHABI LI TATION. I ncludes only those projects involving the



rehabilitation or reconstruction of existing structure(s).
| nsurabl e nortgage shall not exceed the | owest of:

a. Property Held in Fee. The anounts set forth under 9-3 "New
Construction", except that limitations under subparagraph 9-3b
shal | be based on the sum of:

(1) The estimated cost of repair and rehabilitation, and

(2) The Assistant Secretary for Housi ng- Federal Housing
Conmi ssioner's estimte of value of the property before
repair and rehabilitation, rather than repl acenent cost.

b. Property Subject to a Mortgage. HUD estimated cost of the
rehabilitation including new additions, if any, plus the
| esser of:

(1) The ampbunt of existing indebtedness secured by the
property, or

(2) 90% of the HUD estinmate of value of the property
before rehabilitation after deduction of the val ue of
the | eased fee, if leasehold. This amount is further
reduced by the anmount of special assessments, if any.

c. Property to be Acquired. 90% of the HUD estinmated current
cost of rehabilitation, including new additions, if any, plus
the | esser of:

(1) 90% of the actual purchase price of the property, or

(2) 90% of the HUD estimate of value of the property
before rehabilitation after deduction of the val ue of
the | eased fee, if leasehold. This amount is further
reduced by the anount of special assessnments, if any.
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9-5.

9- 6.

TERM OF MORTGAGE. The term of nortgage nay not be appreciably

in excess of 75% of the remaining econonic life of the physica

i nprovenents but not to exceed 40 years. The nortgage shall be
anortized on the Level Annuity Pl an.

SCHEDULE OF FAM LY UNITS. A schedule of family units, show ng the
HUD- FHA val uation of each unit, the ratio of unit value to the
total value of all units, unit share of expenses, and the insurable
nortgage anount for each unit under the provisions of Section
234(c) will be prepared. This information is entered on FHA Form



3280-A. Instructions for the conpletion of this formare contained
in Chapter 3 of this Handbook

9-7. | NSURANCE OF ADVANCES. Fol | ow basi c Section 207 instructions.

9- 8. OPERATI NG LOSS LOANS -- TWO YEAR OPERATI NG LOSSES. Pursuant to

the provisions of Section 223(d) of the National Housing Act, the
nmort gagor may request and the Assistant Secretary-FHA Comi ssi oner
may insure an operating loss |loan to cover the excess of taxes,
interest, nortgage insurance preniuns, hazard insurance prem uns,
and t he expense of naintenance and operation of the project over
project inconme during the first two years following the date of
compl etion of the project. Mortgage credit processing shall be
compl eted in accordance with basic instructions for Operating

Loss Loans -- Two Year Operating Losses.

9-9. REHABI LI TATI ON PROJECTS. See paragraph 8-12
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