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24 CFR Ch. XV (4–1–12 Edition) § 2700.401 

Subpart E—Direct Loans 

§ 2700.401 Participation by lending in-
stitutions. 

A lending institution eligible under 
§ 2700.105 is authorized, except as may 
be otherwise prescribed by HUD, to ac-
cept, process, and approve applications 
for direct loans under this subpart in 
the form specified. That authority in-
cludes making determinations relating 
to the eligibility of the direct loan, 
homeowner, and property, pursuant to 
the provisions of this part. Direct 
loans, however, may be made pursuant 
to this part only when the investor 
cannot make an emergency loan under 
subpart D of this part for good cause, 
as determined by HUD. 

§ 2700.405 Application for loans. 

(a) The agreement to process an ap-
plication for a direct loan shall con-
stitute an acceptance of the lending in-
stitution of the responsibility to act as 
the servicer of HUD with respect to 
that particular application. The 
servicer shall make a loan on behalf of 
HUD on the terms specified in subpart 
C of this part if the lending institution 
is satisfied that the application meets 
all of the requirements of this part. 

(b) The servicer shall prepare a note, 
loan agreement, if any, and mortgage 
in the form specified in § 2700.201. The 
servicer shall record the mortgage 
upon the closing of the loan. The 
servicer shall make the first advance of 
the loan, as provided for in § 2700.201(d), 
using its own funds. 

(c) On the last working day of the 
month during which the loan is closed, 
the servicer shall submit to HUD a 
copy of the application signed by the 
agent and the homeowner certifying 
that: The agent, homeowner, and prop-
erty qualify under subpart B of this 
part; circumstances (such as the vol-
ume of delinquent loans in the inves-
tor’s portfolio likely to remain 
uncured) make it probable that there 
would be a foreclosure if emergency 
mortgage relief were not given; the 
homeowner is in need of such relief; the 
investor has indicated to the home-
owner its intention to foreclose; and 
the first advance of the emergency loan 
has been paid or credited to the home-

owner’s account with the servicing in-
stitution. 

§ 2700.410 Transmittal of funds. 

(a) When the requirements of this 
part have been met, HUD will transmit 
to the servicer, pursuant to the month-
ly accounting prescribed in § 2700.420, 
the emergency loan proceeds, as long 
as the agent has not exceeded the lend-
ing authority allocation that HUD has 
given the servicer pursuant to 
§ 2700.10(c). 

(b) When the investor is the servicer, 
the transmittal of funds under this sec-
tion shall be conditioned upon the in-
vestor’s agreement, for a period up to 
one month after the last advance under 
the emergency mortgage relief loan, to 
refrain from instituting foreclosure 
proceedings against the homeowner, as 
long as the amount delinquent at the 
time of the origination of the emer-
gency mortgage relief loan, excluding 
interest thereon, does not increase, un-
less HUD’s prior approval is obtained. 

(c) From the processing of the appli-
cation until the satisfaction of the debt 
or the final accounting pursuant to 
§ 2700.435, the servicer shall be bound by 
the provisions of this part with respect 
to a particular direct loan. 

§ 2700.415 Fees. 

(a) The servicer may collect from the 
homeowner during the year following 
the origination of the emergency loan 
the following fees or charges in con-
junction with providing the emergency 
loan: 

(1) A charge to compensate the 
servicer for expenses incurred in origi-
nating and closing the emergency 
mortgage relief loan, including prepa-
ration of a note, loan agreement, if 
any, and a mortgage in a form satisfac-
tory for recordation, the total charge 
not to exceed such amount as may be 
specified by HUD; 

(2) Actual amounts charged by State 
or local governments or government 
officials for recording fees and record-
ing taxes or other charges incident to 
making the emergency loan; 

(3) An amount equal to the annual 
premium for flood insurance required 
by § 2700.101(c) (the servicer shall pay 
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