U. S. Department of Housing and Urban Development

Washington, D.C. 20410-8000



March 8, 2000



OFFICE OF THE ASSISTANT SECRETARY

FOR HOUSING-FEDERAL HOUSING COMMISSIONER



MORTGAGEE LETTER  00-9





TO:	  ALL APPROVED MORTGAGEES





SUBJECT:  Home Equity Conversion Mortgages(HECMs) in Texas



	Effective immediately and subject to the instructions outlined below, FHA will begin insuring reverse mortgages under its Home Equity Conversion Mortgage (HECM) program in the State of Texas.  Recent amendments to the Texas State Constitution now permit reverse mortgage lending in Texas.  Minor modifications to the FHA HECM program for participating elderly homeowners in Texas as described in this Mortgagee Letter will enable FHA to insure HECM loans within Texas without additional risk to the FHA insurance fund.  FHA's HECM program can now provide elderly Texas homeowners a range of options for using the accumulated wealth in their homes.



	These modifications and instructions are only applicable to HECMs that are originated in the State of Texas.  They do not apply to HECMs originated in other jurisdictions.  The modifications to the FHA HECM program basically relate to two items: 1) the limits for instituting mortgage accelerations; and 2) Texas' prohibition on lines of credit under a reverse mortgage.



	Model Form Revisions --- Revisions have been made to the Home Equity Loan Agreement (Appendix 7 in HUD Handbook 4235.1, REV-1) and the Repair Rider to the Loan Agreement (Appendix 8 in Handbook 4235.1 REV-1), copies of which are included as attachments to this Mortgagee Letter.  The reason for the revisions to the model instruments is due to the prohibition in the Texas State Constitution against a line of credit on reverse mortgages.  FHA emphasizes that these are model forms and, as stated in Handbook 4235.1 REV-1, paragraph 6-6, the lender is advised to seek counsel's advice that State law has been considered and that any necessary changes to the model instruments have been made.  Lenders must continue to follow the provisions in Chapter 6 of Handbook 4235.1 REV-1 in regard to the use of the revised model forms.



	Mortgage Acceleration, Occupancy --- HUD regulations (24 CFR 206.27( c)(2)(i)) and the provisions of paragraph 9 (b)(i) of the model HUD Mortgage Form in Appendix 1 of Handbook 4235.1 REV-1, permit mortgagees to accelerate a reverse mortgage, with HUD's permission, if the mortgagor, for reasons other than death, does not occupy the property and the property is not occupied by at least one other mortgagor.  For Texas HECMs only, HUD will not grant permission to accelerate the mortgage for reasons of non-occupancy until the mortgagors have failed to occupy the property for more than 12 consecutive months.
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	Mortgage Acceleration.  Property Inspections --- Under 24 CFR 206.27(c )(2)(iii) and paragraph 9 (b)(iii) of the model HUD Mortgage Form, the mortgagee can accelerate the loan, with HUD's permission, if an obligation of the borrower under the security instrument is not performed.  One of the provisions in the model form authorizes acceleration for the homeowner's refusal to allow the lender to inspect the property.  However, the provisions of the Texas State Constitution preclude acceleration for this reason.  Therefore, for Texas HECMs only, HUD will not grant permission to accelerate the mortgage due to the homeowner's refusal to allow the lender to inspect the property.



	Line of Credit Prohibition --- Because the Texas State Constitution does not permit a line of credit to be used with a reverse mortgage loan, FHA does not object to the use of an escrow account in place of set asides to be disbursed as lines of credit.  The escrow procedure may be used, in accordance with State law, rather than set asides, including repairs that qualify for completion after closing. (For repairs after closing, the lender will hold 150% of the estimated cost of the repairs in the escrow account.  Upon completion of the repairs, the homeowner has the option of having the remainder of the funds added to the present payment plan, which will be recalculated, or receiving a one-time lump payment from the escrow account.  Since this is not a payment plan change, the borrower is not to be charged a fee for these actions).  As stated above, the pertinent model documents have been modified to address using the escrow account and not set asides with a line of credit.



	FHA believes that its actions as well as those of the legislature of Texas will permit many additional elderly "house rich but cash poor" homeowners to free up cash for home improvements, medical costs, and other living expenses.



	If you have any questions regarding this mortgagee letter, please contact the Denver Homeownership Center, which has jurisdiction for properties in Texas, at 1-800-543-9378.



				Sincerely,



				William C. Apgar

		Assistant Secretary for Housing-

		  Federal Housing Commissioner



Attachments

�HOME EQUITY CONVERSION LOAN AGREEMENT





	THIS AGREEMENT is made this ____________ day of _________________________________ 20__

among ___________________________________________________________________ ("Borrower"),





Article I - Definitions



1.1.  Expected Average Mortgage Interest Rate means the amount indicated on the attached payment plan (Exhibit 1).  It is a constant interest rate used to calculate monthly payments to the Borrower throughout the life of the loan.



1.2.  Loan Advances means all funds advanced from or charged to Borrower's account under conditions set forth in this Loan Agreement, whether or not actually paid to Borrower.



1.3.  Loan Documents means the Note, Second Note, Security Instrument and Second Security Instrument.



1.4  Maximum Claim Amount means the lesser of the appraised value of the Property or the maximum dollar amount for an area established by the Secretary for a one-family residence under section 203(b)(2) of the National Housing Act (as adjusted where applicable under section 214 of the National Housing Act).



1.5.  Note means the promissory note signed by borrower together with this Loan Agreement and given to Lender to evidence Borrower's promise to repay, with interest, Loan Advances by Lender or Lender's assignees.



1.6.  Principal or Principal Balance means the sum of all Loan Advances made as a particular date, including interest and mortgage insurance premiums.



1.7.  Principal Limit means the amount indicated on the attached payment plan (Exhibit 1) when	 this loan Agreement is executed, and increases each month for the life of the loan at a rate equal to one-twelfth of the sum of the Expected Average Mortgage Interest Rate and one-half of one percent.  The Principal Limit is calculated by multiplying the Maximum claim Amount by a factor supplied by the Secretary, which is based on the age of the youngest Borrower and the Expected Average Mortgage Interest Rate.



1.8.  Principal Residence means the dwelling where the Borrower maintains his or her permanent place of abode, and typically spends the majority of the calendar year.  A person may have only one principal residence at any one time.  The Property shall be considered to be the Principal Residence of any
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�borrower who is temporarily or permanently in a health care institution as long as the Property is the Principal Residence of a least one other Borrower who is not in a health care institution.



1.9.  Property means Borrowers property identified in the Security Instrument.



1.10.  Second Note means the promissory note signed by borrower together with this Loan

Agreement and given to the Secretary to evidence Borrower's promise to repay, with interest,

Loan Advances by the Secretary secured by the Second Security Instrument.



1.11.  Second Security Instrument means the mortgage, deed of trust, security deed or other security instrument which is signed by Borrower together with this Loan Agreement and which secures the Note.



1.12.  Security Instrument means the mortgage, deed of trust, security deed or other security instrument which is signed by Borrower together with the Loan Agreement and which secures the Note.



Article 2 - Loan Advances



2.1.  General.  Lender Agrees to make Loan Advances under the conditions set forth in this Loan Agreement in consideration of the Note and Security Instrument given by Borrower on the same date as this Loan Agreement.



2.2.  Initial Advances.



	2.2.1.  Loan Advances shall be used by Lender to pay, or reimburse Borrower for, closing costs listed in the Schedule of Closing Costs (Exhibit 2) attached to and made a part of this Loan Agreement; provided that Loan Advances will only be used to pay origination fees in an amount not exceeding the greater of $2000 or 2 percent of the maximum claim amount on the reverse mortgage, nor shall the lender charge Borrower an origination fee in excess of this amount.



	2.2.2.  Loan Advances shall be used by Lender to discharge the liens on the Property listed in the Schedule of Liens (Exhibit 2) attached to and made a part of this Loan Agreement.



	2.2.3.  Lender shall pay an initial Loan Advance to Borrower in the amount indicated on the attached payment plan (Exhibit 1).



	2.2.4.  Initial advances required by this Section 2.2. shall be made as soon as such advances are permitted by the applicable provisions of 12 CFR Part 226 (Truth in Lending) governing Borrower's right of rescission, but not before that time.









2



�	2.2.5.  Lender shall advance the amounts required for the escrows set forth under 2.3 below.



2.3.  Escrows.



	2.3.1.  Lender shall escrow from the Principal Limit the amount indicated on the attached payment plan (Exhibit 1) for repairs to be made in accordance with a Repair Rider attached to and made part of this Loan Agreement (Exhibit 3).



	2.3.2.  Lender shall escrow from the Principal Limit the amount indicated on the attached payment plan (Exhibit 1) to be applied to payments due for first year property charges consisting of taxes, hazard insurance, ground rents and assessments.



	2.3.3.  Lender shall escrow from the Principal Limit the amount indicated on the attached payment plan (Exhibit 1) to be applied to a fixed monthly charge for servicing activities of Lender or its servicer.  Such servicing activities are necessary to protect Lender's interest in the Property.  A servicing escrow, if any, is not available to the Borrower for any purpose, except to pay for loan servicing.



2.4.  Charges and Fees.  Borrower shall pay to Lender reasonable and customary charges and fees as permitted under 24 CFR 206.207 (a).  Such amounts shall be considered Loan Advances when actually disbursed by Lender.



2.5.  Monthly Payments.



	2.5.1.  Loan Advances paid directly to Borrower shall be made in equal monthly payments if requested by Borrower.



	2.5.2. Monthly payments shall be calculated for either the term payment plan or the tenure payment plan, as requested by Borrower.



	2.5.3.  Monthly payments under the term payment plan are made only during a term chosen by Borrower and shall be calculated so that the sum of (i) or (ii) added to (iii), (iv), (v) and (vi) shall be equal to or less than the Principal Limit at the end of the term:



	(i)  Initial Advances under Section 2.2., or



	(ii)  The Principal Balance at the time of a change in payments under Sections 2.8. and 2.9. plus any escrow under Subsection 2.3.3., and



	(iii)  The portion of the Principal Limit escrowed under Section 2.3., and



	(iv)  All monthly payments due through the payment term, including funds

withheld for payment of property charges under Section 2.8., and
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�	(v)  All mortgage insurance premiums, or monthly charges due to the Secretary in lieu of mortgage insurance premiums, which are due through the payment ten-n (Subsection 2.1 1.), and



	(vi)  All interest through the payment term.  The Expected Average Mortgage Interest Rate shall be used for this purpose.



	2.5.4.  Monthly payments under the tenure payment plan shall be calculated as in Subsection 2.5.3. as if there were a payment term with the number of months in the term equal to the sum of 100 minus the age of the youngest Borrower multiplied by 12, but payments shall continue until the loan becomes due and payable as provided in the Loan Documents.



	2.5.5.  Monthly payments shall be paid to Borrower on the first business day of a month.



	2.5.6.  If Borrower has requested monthly payments, payments shall be indicated on the attached payment plan (Exhibit 1).  The payment plan may be changed by Borrower as provided in Sections 2.8. and 2.9.



2.6.  Change in Payments Generally.



	2.6.1.  Whenever the Principal Balance of the loan is less than the Principal Limit, Borrower may change from any payment plan allowable under this Loan Agreement to another.



	2.6.2.  If Borrower requests that monthly payments be made after a change in payment plan, Lender shall recalculate future monthly payments in accordance with Subsections 2.5.3. or 2.5.4.



	2.6.3.  Lender may charge a fee not to exceed twenty dollars, whenever payments are recalculated and in any other circumstances in which Borrower is required to sign a form acknowledging a change in payment plan as provided in Subsection 2.8.5.



	2.6.4.  Loan Advances under a new payment plan shall be paid to Borrower in the same manner and within the time period required under Sections 2.5.



	2.6.5.  Changes in the payment plan must be acknowledged by Borrower by signing a form containing the same information as the attached payment plan (Exhibit 1).  Lender shall provide a copy of the completed form to Borrower.
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�2.7.  Change in Payments Due to Initial Repairs.



	2.7.1.  If initial repairs after closing, made in accordance with the Repair Rider, are completed without using all of the repair escrow, Lender shall inform Borrower of the completion and the amount then available shall be refunded to the Borrower, or credited to the principal balance, at the option of the Borrower.



	2.7.2.  If initial repairs after closing, made in accordance with the Repair Rider, cannot be fully funded from the repair escrow, an additional Loan Advance to complete repairs shall be made and future monthly payments shall be recalculated.



	2.7.3.  If initial repairs are not completed when required by the Repair Rider, Borrower shall not request and Lender shall not make any further payments, except as needed to pay for repairs required by the Repair Rider and mandatory Loan Advances under Section 4.5. In order to complete the required repairs, Loan Advances shall be made first from the repair escrow, and then in the manner provided under Section 2.14.



2.8.  Payment of Property Charges.



	2.8.1.  Borrower has elected to require Lender to use Loan Advances to pay property charges consisting of taxes, hazard insurance premiums, ground rents and special assessments if indicated on the attached payment plan (Exhibit 1).  Borrower may change this election by notifying Lender and at that time Lender shall pay to Borrower any amounts withheld from the Loan Advances to pay property charges.



	2.8.2.  If Borrower has made the election under Subsection 2.8.1. and Borrower is receiving monthly payments, Lender shall withhold amounts from each monthly payment and use the amounts withheld to make timely payments of property charges.  The amounts withheld shall be calculated as provided in Subsection 2.8.3. Amounts withheld from monthly payments shall not be treated as Loan Advances and shall not bear interest except to the extent actually disbursed by Lender.



	2.8.3.  Lender shall withhold from each monthly payment an amount to pay (a) taxes and special assessments levied or to be levied against the Property, (b) leasehold payments or ground rents on the Property, and (c) premiums for fire, flood and other hazard insurance required by the Security Instrument.  Each monthly withholding for items (a), (b) and (c) shall equal one-twelfth of the annual amounts, as reasonably estimated by Lender.  The full annual amount for each item shall be paid by Lender before an item would become delinquent.  Lender shall add the amounts for items (a), (b) and (c) to the Principal Balance when paid.  If at any time the withholding for item (a), (b), or (c) exceeds the amount of actual property charges, Lender shall pay the excess withholding to Borrower and add it to the Principal Balance.  If the total of the withholding for
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�	item (a), (b), or (c) is insufficient to pay the item when due, the amount necessary to make up the deficiency on or before the date the item becomes due shall be paid as a Loan Advance in the manner provided under Section 2.14.



	2.8.4.  If Borrower fails to pay the property charges in a timely manner, and has not elected to have Lender make the payments, Lender shall pay the property charges as a Loan Advance as required under Section 2.14. If a pattern of missed payments occurs, Lender may establish procedures to pay the property charges from Borrower's funds as if Borrower elected to have Lender pay the property charges.



	2.8.5.  Lender shall immediately notify any Borrower who has made the election under Subsection 2.8.1. whenever Lender determines that amounts available from monthly payments will be insufficient to pay property charges.



2.9.  Insurance and Condemnation Proceeds.  If insurance or condemnation proceeds are paid to Lender, the Principal Balance shall be reduced by the amount of the proceeds not applied to restoration or repair of the damaged Property and the available loan funds shall be recalculated.  At the same time, the Principal Limit also shall be reduced by the amount of the proceeds applied to reduce the Principal Balance.



2.10.  Interest



	2.10.1.  Interest shall be calculated as provided in the Loan Documents.



	2.10.2.  Interest shall accrue daily and be added to the Principal Balance as a Loan Advance at the end of each month.



2.11.  Mortgage Insurance Premium (MIP); Monthly Charge.



	2.11. 1.  Monthly MIP shall be calculated as provided in 24 CFR Part 206.  If the Security Instrument is held by the Secretary or if the Secretary makes Loan Advances secured by the Second Security Instrument, a monthly charge shall be due to the Secretary and shall be calculated in the same manner as MIP.



	2.11.2.  The full amount of monthly MIP or monthly charge, including any portion of the MIP retained by a Lender under 24 C.F.R. 206.109, shall be considered to be a Loan Advance to Borrower on the later of the first day of the month or the day Lender pays the MIP to the Secretary, if any MIP is due to the Secretary.  In the event that the Note becomes due and payable or the Note is prepaid in full after the first day of the month, Lender may add the accrued MIP to the Principal Balance or the Secretary may add the accrued monthly charge to the Principal Balance.



2.12.  Manner of Payment.  For purposes of this Section "Borrower" shall not include any person who signed this Loan Agreement but who has a Principal Residence different from the Property.  Only a Borrower has a right to receive Loan Advances.  Borrowers shall choose to receive Loan Advances by
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either electronic funds transfer to a bank account designated by all Borrowers or by check mailed to an address designated by all Borrowers, except where all Borrowers agree that payment should be made directly to a third party for the benefit of the Borrowers.  Borrowers may change the manner of payment by notifying Lender.



2.13.  Protection of Property.



	2.13.1.  If Borrower vacates or abandons the Property, or if Borrower is in default under the Security Instrument, then Lender may make reasonable expenditures to protect and preserve the Property and these expenditures will be considered Loan Advances as required under Section 2.14.



	2.13.2.  If Borrower fails to pay governmental or municipal charges, fines or impositions that are not Included in Section 2.8. or if there is a legal proceeding that may significantly affect Lender's rights in the Property (such as a proceeding in bankruptcy, for condemnation or to enforce laws or regulations), then Lender may do and pay whatever is necessary to protect the value of the Property and Lender's rights in the Property.  These expenditures will be considered Loan Advances as required under Section 2.14.



2.14.  Unscheduled Payments.  Loan Advances made pursuant to Sections 2.4., 2.7.2., 2.7.3., 2.8.3., 2.8.4., and 2.13. shall require a recalculation of monthly payments in accordance with Subsection 2.5.3. or 2.5.4.



Article 3 - Late Charge



3.1.  Amount Due.  Lender shall pay a late charge to Borrower for any late payment.  If Lender does not mail or electronically transfer a scheduled monthly payment to Borrower on the first business day of the month, the late charge shall be 10 percent of the entire amount that should have been paid to the Borrower for that month or as a result of that request.  For each additional day that Lender fails to make payment, Lender shall pay interest on the late payment at the interest rate stated in the Loan Documents.  If the Loan Documents provide for an adjustable interest rate, the rate in effect when the late charge first accrues shall be used.  In no event shall the total late charge and interest exceed five hundred dollars.  Any late charge shall be paid from Lender's funds and shall not be added to the unpaid Principal Balance.



3.2.  Waiver.  The Secretary may waive a late charge where the Secretary determines that the late payment resulted from circumstances beyond Lender's control and that no act or omission of Lender contributed to the late payment.  At the time Lender requests a waiver, Lender shall inform Borrower that a waiver of late charge has been requested from the Secretary and that the late charge will be sent to Borrower if the waiver is denied.  If the Secretary denies the waiver, Lender shall pay to Borrower the late charge and interest that accrued from the date the payment was late until the date the waiver was requested.
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�Article 4 - Termination of Lender's Obligation

to Make Loan Advances



4.1.  Loan Due and Payable.  Lender shall have no obligation to make Loan Advances if Lender has notified Borrower that immediate payment in full to Lender is required under one or more of the Loan Documents unless and until the notice is rescinded by Lender.



4.2.  Loan Advances by Secretary.  If the Security Instrument has been assigned to the Secretary or the Secretary notifies Lender and Borrower that Loan Advances are secured by the Second Security Instrument, Lender shall have no further obligation to make Loan Advances under this Loan Agreement, unless the Secretary accepts later reimbursement by the Lender for all Loan Advances made, earned or disbursed by the Secretary.  The Secretary may establish procedures for handling requests for payments and changes in payment plans during the interval between Lender's notification of intent to assign the Security Instrument to the Secretary and completion of the assignment.  Borrower shall be informed of such procedures by Lender and/or the Secretary, and Borrower shall comply with such procedures.



4.3.  Lien Status Jeopardized.  Lender shall have no obligation to make further Loan Advances if the Lender or the Secretary determines that the lien status of the Security Instrument or the Second Security Instrument is jeopardized under State laws as described in Paragraph 12(a) of the Security Instrument or Second Security Instrument and the lien status is not extended in accordance with Paragraph 12(a).



4.4.  Bankruptcy.  Lender shall have no obligation to make further Loan Advances on or following the date that a petition for bankruptcy of Borrower is filed.



4.5.  Mandatory Loan Advances.  Notwithstanding anything in Sections 4.1. through 4.4., all Loan Advances under Sections 2.8 (property charges), 2.10 (interest), 2.11. (MIP or monthly charge), 2.13. (protection of Property) or 2.3.3. (servicing fee) shall be considered mandatory Loan Advances by Lender.



4.6.  Prepayment in Full.  Lender shall not make Loan Advances if Borrower has paid the Note in full (or the Second Note, if the Secretary has assumed the Lender's rights and obligations under Article 5).



Article 5 - HUD Obligation



	If the Lender has no further obligation to make payments to Borrower because of Section 4.2., the Secretary shall assume the rights and obligations of Lender under this Loan Agreement, except the Secretary shall not assume any obligation of paying flood, fire and other hazard insurance from Loan Advances.  If the Secretary makes Loan Advances to Borrower under the Second Security Instrument,
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the portion of the Principal Limit available for Loan Advances shall be the difference between the current Principal Limit and the combined Principal Balances on the Security Instrument less accrued interest and the Second Security Instrument.



Article 6 - Miscellaneous



6.1.  Forbearance Not a Waiver.  Any forbearance by Lender in exercising any right or remedy shall not be a waiver of or preclude the exercise of any right or remedy.



6.2.  Successors and Assigns Bounds; Joint and Several Liability; Co-Signers.  The covenants and agreements of this Loan Agreement shall bind and benefit the successors and assigns of Lender.  An assignment made in accordance with the regulations of the Secretary shall fully relieve the Lender of its obligations under this Loan Agreement.  Borrower may not assign any rights or obligations under this Loan Agreement.  Borrower's covenants and agreements shall be joint and several.



6.3.  Notices.  Any notice to Borrower provided for in this Loan Agreement shall be given by delivering it or by mailing it by first class mail unless applicable law requires use of another method.  The notice shall be directed to the property address shown in the Security Instrument or any other address all Borrowers jointly designate.  Any notice t o Lender shall be given by first class mail to Lender's address stated herein or any address Lender designates by notice to Borrower.  Any notice to the Secretary shall be given by first class mail to the HUD Field Office with jurisdiction over the Property or any other place designated by the Secretary.  Any notice provided for in this Loan Agreement shall be deemed to have been given to Borrower, Lender or the Secretary when given as provided in this Section.



6.4.  Governing Law; Severability.  This Loan Agreement shall be governed by Federal law and the law of the jurisdiction in which the Property is located.  In the event that any provision or clause of this Loan Agreement conflicts with applicable law, such conflict shall not affect other provisions of this Loan Agreement which can be given effect without the conflicting provision.  To this end the provisions of this Loan Agreement are declared to be severable.



6.5.  Copies.  Lender, Borrower and the Secretary shall each receive one original executed copy of this Loan Agreement when signed by the Secretary.



6.6.  When Agreement Becomes Binding.  This Loan Agreement shall bind Lender and Borrower when both Lender and Borrower have signed, whether or not the Secretary signs this Loan Agreement.  This Loan Agreement shall bind the Secretary only when and if the Secretary has signed and a Mortgage Insurance Certificate is issued for the Security Instrument.
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�BY SIGNING BELOW the parties accept and agree to the terms contained in this Loan

Agreement and the exhibits.







_______________________________ (SEAL)

Borrower



_______________________________ (SEAL)

Borrower











____________________________________

(Name of Lender)



By:  __________________________ (SEAL)

Secretary of Housing and Urban

Development



By:  __________________________ (SEAL)





Exhibit 1

[Payment Plan is Appendix 13]







Exhibit 2

Schedule of Closing Costs



	Item                       Amount



Schedule of Liens



	Item                       Amount



Exhibit 3



[Repair Rider is Appendix 8]
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�REPAIR RIDER TO LOAN AGREEMENT



	THIS REPAIR RIDER is made this day of 20 , and is incorporated into and shall be deemed to supplement the Loan Agreement of the same date made by the undersigned Lender and the undersigned Borrower and the Secretary of Housing and Urban Development ("Secretary").



	I.	Lender's Promises



	A. The Lender shall escrow __________________________________________ Dollars

		($          ) from the initial disbursement of mortgage proceeds under the Loan Agreement to be used for the purpose of bringing the Property up to the property standards required by the Secretary by repairing:



	________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

	[Use an additional page if needed]



		B.	The Lender may charge a repair administration fee not to exceed the greater of fifty dollars ($50) or 1.5% of the amounts advanced by Lender under this Repair Rider.  This fee shall be included in the amount escrowed and shall be deducted from the escrow as each advance is made from the escrow.



		C.	The Lender shall require one or more inspections by a HUD-approved inspector during the course of the repair work.  The Lender shall not release any funds for work which is not complete and which is not approved by a HUD-approved inspector.  The Lender certifies by executing this Repair Rider that the repairs which are funded under this Repair Rider will be completed in a manner to meet property standards required by the Secretary as determined by a HUD-approved inspector.



		D.	The Lender shall ensure that all mechanic's liens and materialmen's liens are released of record prior to an advance of escrowed funds under this Repair Rider.  The Lender may require the Borrower to obtain acknowledgment of payment and releases of lien from all contractors, subcontractors, and materialmen.  Such acknowledgments and
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�	releases shall be in the form required by local laws and shall cover all work done, labor performed and materials (including equipment and fixtures) furnished for the project.



		E.	Until a HUD-approved inspector finds that all repairs required by Section I.A of this Repair Rider have been completed in a satisfactory manner, the Lender shall not release funds in excess of (i) the total value of work satisfactorily completed, and (ii) the value of materials or equipment delivered to, and suitably stored at, the site but not yet incorporated in the work, less (iii) ten percent holdback, less (iv) prior advances under this Repair Rider.



		F.	Lender shall release the funds to Borrower and the contractor(s) jointly when permitted by Section 1. C. of this Repair Rider.



	II.	Borrower's Promises



		A.	The Borrower will complete all repairs required by Section I.A. of this Repair Rider so that the Property meets the property standards required by the Secretary as determined by a HUD approved inspector.



	B.	Borrower shall cause work to begin on ___________________, 20__.  Borrower

		shall have work completed by _____________________, 20__.  Work is to be performed with reasonable diligence.  Should Borrower fail to comply with these terms, until all repair work is satisfactorily completed Borrower shall not request and Lender shall not make any further payments under the Loan Agreement except for payment of repairs required by Section I.A. of this Repair Rider and Loan Advances required under Section 4.5 of the Loan Agreement.



		C.	Borrower will cause all improvements to be made in a workmanlike manner and in accordance with all applicable statutes and regulations.  All licenses, permits and privileges required by local governmental authorities to rehabilitate the property will be obtained by the Borrower(s) or his/her contractor.



		D.	Borrower will furnish such records, contracts, bills and other documents relating to the Property and improvements as the Lender or the Secretary may require.
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�		E.	Without prior written consent of Lender, no materials, equipment, fixtures or any part of improvements financed with this loan shall be purchased or installed subject to conditional sales contracts, security agreements, lease agreements or other arrangements whereby title is retained or the right is reserved or accrues to anyone to remove or repossess any item, or to consider it as personal property.



______________________________ (SEAL)

Borrower



______________________________ (SEAL)

Borrower



______________________________ (SEAL)

Lender





______________________________ (SEAL)

Secretary of Housing and Urban Development







BY:  __________________________ (SEAL)
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