CHAPTER 9. MORTGACE | NSURANCE PREM UMS AND FI NANCI AL SYSTEMS
9-1 ORGANI ZATI ONAL RESPONSI BI LI Tl ES.

HFAs are responsi ble for processing Ri sk-Sharing project
appl i cations and approving them for HUD nortgage insurance.
The local HUD Ofice conducts initial and final
endorsements. They record project information in the Risk-
Sharing data system and provi de HUD Headquarters with data
needed to establish the insured case in the Departnental
Multifam ly Insurance System (MFIS). The Multifamly

| nsurance Qperations Branch (MFIOB) is responsible for
tracking the portfolio of HUD-insured projects and managi ng
the collection of Mdrtgage Insurance Premunms (MP). The
M-FIOB will bill HFAs for all premuns and applicable | ate
fees and interest charges due subsequent to the M P paynent
made at Initial Endorsenent.

9-2 ESTABLI SHI NG THE | NSURANCE | N FORCE RECORD.
A PRQIECTS W TH | NSURED ADVANCES
1. Ceneral - Projects endorsed with insured advances

provi de for HUD nortgage insurance coverage of
funds di sbursed during the construction peri od.

2. Initial Endorsement - The initial endorsenent of
the nmortgage note is perforned by the | ocal HUD
Ofice and normally occurs prior to the start of
construction. Projects becone part of the HUD
insured portfolio at this tine.

a. HFA Responsibilities Prior to Initial
Endor senent

(1) Collecting the Initial MP - Prior to
submitting projects to the |ocal HUD
Ofice for initial endorsement, the HFA
will collect a MP paynent equal to the
prescri bed percentage of the insured
anount as required by the Percentage
Share of Risk (Appendix 8). The HFA
will instruct the nortgagor to make the
M P check payable to the U. S. Departnent
of Housi ng and Urban Devel oprent.

(2) Preparing the O osing Docket - The HFA
will prepare a cl osing docket in
accordance with instructions contained
in Chapter 6. The closing docket wll
i nclude the nortgage note, anortization
schedul e and ri sk-sharing agreenent.

(3) Submitting the Endorsenment Request to
the Local HUD Ofice - The HFA will
mail the MP along with the C osing
Docket to the local HUD Ofice for



endorsenent of the nortgage note. These
must be mailed within 15 days of
cl osi ng.

Local HUD O fice Initial Endorsenent
Responsi bilities

(4) Preparing the Oficial Receipt - The
|l ocal HUD O fice will deposit the MP on
the day received and prepare and
distribute the Oficial Receipt, Form
HUD- 27038 ( Appendi x 12) docunenting the
M P payment in accordance wi th Handbook
4110.1 Rev.

(5) Preparing the C osing Menorandum - The
|l ocal HUD O fice will prepare the
(initial endorsement) d osing
Menor andum For m HUD- 290), (Appendi x 13)
recording the "M P Percentage" at the
top right side of the form

(6) Updating the Data System - The
Multifam |y Housing Division will update
the data systemwithin 2 days of initial
endorsenent. Selected data will be
conbined with data fromthe Form HUD 290
and the Initial Receipt to create the
MFI'S insurance in force file.

(7) Reporting to MFIOB - Wthin 5 days of
recei pt of the O osing Docket fromthe
HFA, the local HUD Ofice nust forward
docunents required to establish the
i nsurance record to the MFIOB. One copy
each of the C osing Menorandum
Anortization Schedul e, Risk- Sharing
Agreenment and the Initial Receipt is to
be mailed to:

U. S. Departnent of Housing and
Ur ban Devel opnent

Multifam |y |Insurance

Oper ati ons Branch

P. O Box 44124

Washi ngton, D.C. 20026-4124

Copi es of these docunents will also be
incorporated in the official Docket that the
|l ocal HUD O fice nust submit to Headquarters.
The local Ofice will subnmit the Oficial
Receipt for the initial prem umpaynent to
the O fice of Finance and Accounting (OFA) in
accordance with instructions contained in
Handbook 4110.1 Rev.

b. M-I OB Actions



The MFIOB will conbine information received
fromthe local HUD Ofice subm ssion with
informati on fromthe program data base to
establish the project in the Miultifanily

I nsurance System (M-IS). The creation of a
newly insured project in MFIS also requires
certain information fromthe official receipt
i ssued by the local HUD Ofice for receipt of
the initial insurance premium The MIS
record will be used to generate the annual
M P billings.

Fi nal Endorsenent - Projects with insured advances
will be finally endorsed by the local HUD Ofice
after conpletion of project construction. The
terns of the nortgage note may be nodified at this
time as a result of construction and cost
certification.

a. HFA Responsibilities Prior to Final
Endor senent

(1) Preparing the O osing Docket - The HFA
will prepare closing docket and
i nformation diskette in accordance with
instructions contained in Chapter 6.
The docket will include the nortgage
note, anortization schedul e, R sk-
Sharing Agreenent and any nodifications
to the original note.

(2) Submitting the Endorsement Request to
the Local HUD Ofice - The HFA will nail
the d osing Docket to the |ocal HUD
Ofice for final endorsenent of the
not e.

b. Local HUD Ofice Final Endorsenent
Responsi bilities

(1) Preparing the C osing Menorandum - The
|l ocal HUD Ofice will prepare the (final
endor senment) O osing Menmorandum ( Form
HUD- 290), recording the "M P Percentage"”
at the top right side of the form
(Appendi x 14). The final endorsenent
Cl osing Menorandumwi Il refl ect any
changes to the nortgage terns that
existed at the tine of the initial
endor sement .

(2) Updating the Data System - The
Mul tifami |y Housing Division will update
the program data systemwi thin 2 days of
the final endorsenent.



(3) Reporting to MFIOB - Wthin 5 days of
recei pt of the O osing Docket fromthe
HFA, the local HUD Ofice nust forward
one copy each of the final endorsenent
Cl osi ng Menorandum Mort gage Note,
Anortizati on Schedul e, Ri sk-Sharing
Agreenent and Modification Agreenent, if
appl i cabl e to:

U S. Departnent of Housing and
Ur ban Devel opnent

Multifam |y | nsurance

Oper ations Branch

P. O Box 44124

Washi ngton, D.C. 20026-4124

c. MIOB Actions

The MFIOB will conbine information received
fromthe Iocal HUD Ofice subm ssion with
informati on fromthe programdata base to
process the final endorsenent in MIS.

PROJIECTS | NSURED UPON COVPLETI ON

General - Projects endorsed with insurance upon
conpl etion are processed for insurance after

compl eti on of project construction (or purchase or
refinance with or without repairs for existing
projects not requiring substanti al

rehabilitation). The initial and final
endorsenment of these cases occurs at the sanme
time.

Initial/Final Endorsenent - |nsured upon
conpl etion projects becone HUD-i nsured at the
initial/final endorsenent.

HFA Responsibilities Prior to Initial/Final
Endor senent

a. Collecting the Initial MP - Prior to
submitting projects to the local HUD Ofice
for initial/final endorsement, the HFA will
collect a MP paynent equal to the
"Prescribed Percentage for Calculating HFA' s
Annual M P" (Appendix 8) tines the |oan
anount. The HFA will instruct the nortgagor
to nake the check payable to the U S
Depart ment of HUD.

b. Preparing the C osing Docket - The HFA will
prepare a Cl osing Docket in accordance wth
instructions contained in Chapter 6. The
docket will include the Mrtgage Note,
Anortization Schedul e and Ri sk-Sharing
Agr eenent .



Submitting the Endorsenent Request to the

|l ocal HUD OFfice - Wthin 15 days of cl osing,
the HFA will mail the MP along with the

Cl osing Docket to the local HUD Ofice for
endor senent of the nortgage note.

Local HUD O fice Initial/Final Endorsenent
Responsibilities

a.

Preparing the Oficial Receipt - The | ocal
HUD Office will deposit the MP on the day
recei ved and prepare and distribute the
Oficial Receipt, Form HUD 27038 (Appendi x
12) docunenting the M P paynent in accordance
wi t h Handbook 4110.1 Rev.

Preparing the d osing Menorandum - The | ocal
HUD Office will prepare the (initial/final
endor senment) d osi ng Menorandum For m HUD-
290, (Appendix 15) recording the "MP
Percentage" at the top right side of the
form

Updating the Data System - The Miultifanmily
Housing Division will update the program data
systemwithin 2 days of the initial/final
endor senent .

Reporting to MFIOB - Wthin 5 days of receipt
of the C osing Docket fromthe HFA, the |ocal
HUD O fice nust forward docunments required to
establish the insurance record to the M-I OB.

One copy each of the d osing Menorandum
Mort gage Note, Anortization Schedul e, the
Ri sk- Sharing Agreenent and the Ofici al
Receipt is to be nmailed to:

U S. Departnent of Housing and
Ur ban Devel opnent

Multifami |y I nsurance Qperations
Branch

P. O Box 44124

Washi ngton, D.C. 20026-4124

Copi es of these docunents will also be
incorporated in the official Docket that the
|l ocal HUD OFfice nust submit to Headquarters.
The local HUD Ofice will submit the Oficial
Receipt for the initial prem um paynent to
the Ofice of Finance and Accounting (OFA) in
accordance with instructions contained in
Handbook 4110.1 Rev.

MFI OB Acti ons



The MFIOB will conbine information received
fromthe |ocal HUD O fice submn ssion with
data fromthe programdata base to establish
the project in the MFI S

9-3 ANNUAL PREM UM BI LLI NGS AND RECORD CHANCES

A

GENERAL

Oficial records on HUD-insured rmultifam |y projects
are nmaintained by the MFIOB in the MFIS System at HUD
Headquarters. This organization also is responsible
for billing and col |l ecting annual nortgage insurance
premunms. MP is billed and collected in advance and
under certain circunmstances (in connection with

term nation of FHA nortgage insurance) refunds of
unearned premuns will be nmade to the HFA for the
nmort gagor's account. Al nodifications to the nortgage
that take place after final endorsenment, as well as
nmort gagee servicer changes, will be recorded in the
VFI S.

ANNUAL PREM UMVB

HFAs will be billed for all annual preniuns due after
the initial premum Al prem umpaynents will be nade
by check or through the Autonmated C earing House (ACH)
facility that has been established for this purpose.

1. InterimPremuns Pre-Anortization - Prem uns
(calculated on the total insured anmount) will be
due on the first day of the nonth of each
anni versary of the initial endorsenment that occurs
prior to the date of first paynment to principal
These interimpremuns are only rel evant for
projects with insured advances where the first
paynent to principal date is nore than 12 nonths
after initial endorsement. The due date for
interimpremunms will be the first day of the
month in which the anniversary of the initia
endor senment occurs.

2.  Annual Prem uns Post-Anortization - The annual MP
paynments, beginning with the first paynent to
principal, will be calculated in accordance with
the anortization schedul e prepared by the HFA and
supplied to HUD and the M P Percentage taken from
the d osing Menorandum prepared by the | ocal HUD
Ofice.

The first regular annual premiumw ||l be due on
the first day of the nonth in which the first
payment to principal occurs. This first billing
(as well as subsequent annual premuns) will be
calculated by nmultiplying the "Prescribed
Percentage for Calculating HFA's Annual M P"' by
t he average outstandi ng principal balance during



the upcom ng 12 nonths follow ng first paynent.
This payment will reflect an adjustnent to deduct
any portion of the last interimprem um paid that
covers a period after first payment.

Exanpl e:

Mort gage Anmount $2, 000, 000
M P Percentage = .45%

| nsured Advances

Conmi t mrent Type
Initial Endorsenment - 1/2/93

Initial premunfor period 1/1/93 - 12/31/93
($2, 000,000 x 0.45% = $9, 000

Date of First Paynment to
Principal 7/1/93

Post anortization MP due 7/1/93
covering period 7/1/93 - 6/30/94

M P due equal s average outstandi ng
bal ance from anorti zation

schedul e (%1, 950, 000) x 0.45% = $8, 775
Less ampbunt of initial MP
for 7/1/93 - 12/31/93 = -$%$4,500
Total Due 7/1/93 = $4, 225

Thereafter, until maturity or termination as

defined in paragraph 9-4, MP paynents will be due on the first day of
the nmonth of each anniversary of the first paynent

to principal. The billings will be nailed to the

servicing nortgagee of record approxi mately 45

days before the due date.

3. Billing Statenent and Reconciliation. A sanple
billing statement is shown as Appendix 16. This
formis to be returned along with the paynent.

C METHOD OF PAYMENT

Mort gage i nsurance preni um paynents may be renitted

either by mail (checks) or through an Automated

Cl eari ng House (ACH) process that has been established

for this purpose.

1. Miiled Renittances - Paynents, nade payable to the
U S. Departnment of HUD and acconpani ed by a copy
of the Billing Statement and Reconciliation
Appendi x 16) are to be sent to:

U S. Departnment of Housing and Urban
Devel opnent



Multifamily Prem uns
P. 0. Box 198045
Atl anta, GA 30384-8045

2. ACH Paynments - The Autonated C earing House (ACH)
is an option that provides the HFA with greater
control and assurance that paynents wll be
received tinmely; this can elimnate the
possibility of having | ate payment charges
assessed. For further information regardi ng ACH,
contact the ACH Coordinator, Miltifanmly Insurance
Qper ations Branch, Tel ephone (202) 708-2022.

LATE FEES AND | NTEREST CHARGES

Al'l paynents nust be received no later than 15 days
after the due date. Paynents received after this wll
i ncur additional charges.

1. Late Fees - Al premiuns received by HUD nore than
15 days after the due date will be assessed a 4
percent |ate charge.

2. Daily Interest Charges - Premunms that remain
unpaid nore than 30 days after the due date will
accrue daily interest until paid at the rate
prescribed by the Treasury Fiscal Requirenents
Manual .

HUD will bill for interest and |ate fees each nonth until
the charges are paid.

3. Post Fi nal Endorsenent Modifications

a. HFA Responsibilities in Reporting
Modi fi cations

The HFA will provide the local HUD Ofice
with a copy of the Moddification Agreenent
along with a copy of the revised Anortization
Schedul e.

b. Local HUD Ofice

Updating the Data System - The Multifanmily
Housing Division will update program data
systemw thin 2 days of receipt of
notification of the nodification agreenent.

c. Reporting to MFIOB - The local HUD Ofice
will forward copies of the nodification
agreenent and anortization to M-I OB.

4. M OB

The MFIOB will update MFIS to reflect the nodified
nortgage terns. Future premiumbillings will be



cal cul ated on the new terns.
E. MORTGAGE SERVI CER CHANGES

The HFA will be responsible for notifying HUD of any
change in the project Servicing Mrtgagee. Up-to-date
nortgagee information is needed in order for HUD to
properly direct premiumbillings and ot her project

rel ated correspondence. Mrtgage changes wll be
acconpl i shed by conpl eting and forwardi ng Form HUD-
92080, Mrtgage Record Change (Appendix 17) to:

U. S. Department of Housing and Urban Devel opnent
Multifam |y I nsurance Operations Branch

PO Box 44124

Washi ngton, DC 20026-4124

9-4 TERM NATI ON OF | NSURANCE

A General - The HFA will be required to renit annua
Mort gage | nsurance Premiumuntil the nortgage reaches
maturity or is term nated through one of the follow ng
actions: (1) the nortgage is paid in full; (2) a deed
is filed for record; (3) an application for initia
cl ai m paynent is received by the Conmi ssioner; or (4)
the contract of insurance is otherw se terninated.

The obligation to pay MP will cease upon receipt by
HUD of either of the following: (1) a conpleted
Request for Term nation of Miultifanily Mrtgage

I nsurance, Form HUD 9807 (see Appendi x 18); (2) an
Application for Initial daimPaynent; or (3) the
Contract of Insurance is otherw se term nated.

1. Prepaynent/Voluntary Term nation - Prepaynents of
the nortgage and voluntary term nations of the FHA
nort gage i nsurance are to be reported on Form HUD-
9807 (Appendix 18). Requests for voluntary
term nati on nmust be acconpani ed by the origina
credit instrument. Wen the termination is
approved, the insurance endorsenent wll be
cancel l ed and the credit instrument returned to
the HFA.  The instructions on Form HUD- 9807 are to
be foll owed when requesting ternination of
projects that require prior approval of the
Comm ssi oner

2. Default Term nations - The obligation to pay MP
will cease in the event a deed is filed for record
or an application for initial claimpaynent is
recei ved by the Commi ssi oner

3. Pro-Rata Refund of Unearned Premiunms - If the
Contract of Insurance is terminated by paynent in
full or is ternminated by the HFA on a form
prescri bed by the Commi ssioner, after the date of
first paynment to principal, the Comm ssioner shal



refund any (unearned) MP paid for the period
after the effective date of the term nation of

i nsurance. The unearned portion of MP will be
refunded to the HFA for credit to the nortgagor's
account .



