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24 CFR Ch. XXIV (4–1–11 Edition) § 4001.203 

§ 4001.203 Calculation of upfront and 
annual mortgage insurance pre-
miums for Program mortgages. 

(a) Applicable premiums. Any mort-
gage presented for endorsement under 
section 257 on or after October 1, 2008, 
and prior to September 30, 2011, shall 
be subject to the following require-
ments: 

(1) Upfront premium. FHA shall estab-
lish and collect a single premium pay-
ment equal to 3 percent of the amount 
of the original insured principal obliga-
tion of the Program mortgage. 

(2) Annual premium. In addition to the 
premium under paragraph (a)(1) of this 
section, FHA shall establish and col-
lect an annual premium payment in an 
amount equal to 1.5 percent of the 
amount of the remaining insured prin-
cipal balance of the Program mort-
gage. 

(b) Proceeds for payment of the upfront 
premium. The up-front premium shall 
be paid with proceeds from the Pro-
gram mortgage through a reduction of 
the amount of indebtedness that ex-
isted on the eligible mortgage prior to 
its being refinanced. 

Subpart D—Servicing 
Responsibilities 

§ 4001.301 Cross-reference. 
(a) All of the provisions of 24 CFR 

part 203, subpart C, covering mortgages 
insured under section 203 of the Act 
shall apply to mortgages insured under 
section 257 of the Act, except as follows: 
203.664 Processing defaulted mortgages 
on property located on Indian land; 
203.665 Processing defaulted mortgages 
on property located on Hawaiian home 
lands; 203.666 Processing defaulted 
mortgages on property in Allegany 
Reservation of Seneca Nation of Indi-
ans; and 203–670–203.681 Occupied Con-
veyance. 

(b) For the purposes of this subpart, 
all references in 24 CFR part 203, sub-
part C, to section 203 of the Act shall 
be construed to refer to section 257 of 
the Act. Any references in 24 CFR part 
203, subpart C, to the ‘‘Mutual Mort-
gage Insurance Fund’’ shall be deemed 
to be to the Home Ownership Preserva-
tion Entity Fund, and any references 
to ‘‘the Commissioner’’ shall be 

deemed to be to the Board or the Com-
missioner (as the context may require). 

(c) If there is any conflict in the ap-
plication of any requirement of 24 CFR 
part 203, subpart C, to this part 4001, 
the provisions of part 4001 shall con-
trol. 

§ 4001.303 Prohibition on subordinate 
liens during first five years. 

(a) Prohibition on subordinate liens 
during first five years. Except as pro-
vided in paragraph (b) of this section, a 
mortgagor shall not, during the first 5 
years of the term of the mortgagor’s 
Program mortgage, incur any debt, 
take any action, or fail to take any ac-
tion that would have the direct result 
of causing a lien to be placed on the 
property securing the Program mort-
gage if such lien would be subordinate 
to the Program mortgage. 

(b) Property preservation exception. 
Paragraph (a) of this section shall not 
prevent a mortgagor on the Program 
mortgage from incurring new mortgage 
debt secured by a lien on the property 
securing the Program mortgage that is 
subordinate to the Program mortgage 
if: 

(1) The proceeds of the new mortgage 
debt are necessary to ensure the main-
tenance of property standards, includ-
ing health and safety standards; 

(2) Repair or remediation of the con-
dition would preserve or increase the 
property’s value; 

(3) The cost of the proposed repair or 
remediation is reasonable for the geo-
graphic market area; 

(4) The results of the repair or reme-
diation are not primarily cosmetic; 

(5) The repair or remediation does 
not represent routine maintenance; 

(6) The new mortgage debt is closed- 
end credit, as defined in § 226.2 of the 
Federal Reserve Board’s Regulation Z 
(12 CFR 226.2); and 

(7) The sum of the unpaid principal 
balance and accrued and unpaid inter-
est on the Program mortgage and the 
original principal balance of the new 
mortgage debt: 

(i) Does not exceed 95 percent of the 
estimated appraised value of the prop-
erty securing the Program mortgage 
after completion of the proposed repair 
or remediation; and 

(ii) Is less than: 
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(A) The estimated appraised value of 
the property securing the Program 
mortgage after completion of the pro-
posed repair or remediation; less 

(B) FHA’s proportionate share of the 
initial equity created upon origination 
of the Program mortgage as deter-
mined pursuant to the schedule set 
forth in section 257(k)(1) of the Act as 
if a sale of the property had occurred 
on the date of origination of the new 
mortgage debt. 

Subpart E—Enforcement 
MORTGAGOR FALSE INFORMATION 

§ 4001.401 Notice of false information 
from mortgagor-procedure. 

(a) If FHA finds that the mortgagor 
has made a false certification or pro-
vided false information via any means, 
including but not limited to false docu-
mentation, FHA shall inform the mort-
gagor, in writing or any other accept-
able format, of such fact. 

(b) The notice shall be sent to the 
mortgagor’s last known address by 
both certified and ordinary mail. The 
notice shall state with specificity the 
misrepresentation or false statement 
made by the mortgagor. The notice 
shall include a request for repayment 
of the Direct Financial Benefit that 
the mortgagor is deemed to have re-
ceived, as determined by FHA, by the 
refinancing of the eligible mortgage 
and subordinate mortgages. This does 
not preclude HUD or the United States 
from bringing any other action that 
they may be authorized to bring. 

(c) The mortgagor may request a 
hearing before a Hearing Officer. The 
hearing will be conducted in accord-
ance with the provisions of 24 CFR part 
26, subpart A, except as modified by 
this section. Requests for a hearing 
must be made within 45 days from the 
date of the false information notice. 

APPRAISER INDEPENDENCE 

§ 4001.403 Prohibitions on interested 
parties in insured mortgage trans-
action. 

(a) A mortgage lender, mortgage 
broker, mortgage banker, real estate 
broker, appraisal management com-
pany or employee thereof, and any per-
son with an interest in a real estate 

transaction involving an appraisal con-
ducted as part of the process for insur-
ing a mortgage under section 257 of the 
Act shall not improperly influence or 
attempt to improperly influence 
through any means, including but not 
limited to coercion, extortion, collu-
sion, compensation, instruction, in-
ducement, intimidation, nonpayment 
for services rendered, or bribery, the 
development, reporting, result or re-
view of a real estate appraisal sought 
in connection with the origination, 
processing and closing of the mortgage 
for insurance. 

(b) HUD may, pursuant to its author-
ity under section 536(a) of the Act, 
bring an action to impose a civil 
money penalty for a violation of para-
graph (a) of this section. 

(c) The authority to bring a civil 
money penalty under this section shall 
not preclude HUD from bringing any 
other action that HUD may be author-
ized to bring for a violation of para-
graph (a) of this section. 

MORTGAGEES 

§ 4001.405 Mortgagees. 

(a) FHA is authorized by the Board to 
engage in monitoring activities to en-
sure mortgagee compliance with the 
requirements of this Program. The 
Mortgagee Review Board at HUD is au-
thorized by the Board to impose sanc-
tions and civil money penalties against 
mortgagees that violate program re-
quirements under this part. The au-
thority of the Mortgagee Review Board 
to impose sanctions and civil penalties 
shall not preclude HUD from bringing 
any other action that HUD may be au-
thorized to bring. 

(b) Nonpayment of mortgage insur-
ance claims for reasons established in 
§ 4001.16 shall not preclude the Mort-
gagee Review Board or HUD from 
bringing any action against the mort-
gagee that the Mortgagee Review 
Board or HUD are authorized to bring. 

(c) The mortgagee may request a 
hearing before a Hearing Officer. The 
hearing will be conducted in accord-
ance with the provisions of 24 CFR part 
26, subpart A, except as modified by 
this section. Requests for a hearing 
must be made within 45 days from the 
date of the false information notice. 
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