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(d) Requirements applicable to both
periodic advances and insurance upon
completion cases—(1) Inspections. The
HFA must inspect projects under this
part at such times during construction,
substantial rehabilitation, or repairs as
the HFA determines. The inspections
must be conducted to assure compliance with plans and specifications,
work write-ups, and other contract
documents.
(2) Approval of advances. At all times,
the loan must be kept in balance, and
advances approved only if warranted by
construction
progress
evidenced
through HFA inspection, as well as in
accord with plans, specifications, work
write-ups and other contract documents. In approving advances, HFAs
must
make
certain
that
other
mortgageable items are supported with
proper bills and/or receipts before funds
can be approved and advanced for insurance.
(3) Cost certification. In order to ensure that the final amount for insurance is supported by certified costs:
(i) The mortgagor (and general contractor, if there is an identity of interest with the mortgagor) must execute a
certificate of actual costs, in a form
acceptable to the HFA, when all physical improvements are completed to
the satisfaction of the HFA and before
final endorsement; and
(ii) The cost certification provided by
the mortgagor must be audited by an
independent public accountant.
(4) Contestability. Although the HFA
has authority to approve the mortgagor’s (and general contractor’s) certification of cost, the certification will be
contestable by the Commissioner during the period up to and including final
endorsement of the mortgage. After
final endorsement, the certification
will be final and incontestable except
for fraud or material misrepresentation on the part of the mortgagor (and/
or general contractor).
(5) Assurance of completion. The mortgagor must furnish assurance of completion of the project in accordance
with any requirements of the HFA as
to form and amount.
(6) Latent defects escrow. The mortgagor must furnish an escrow or other
form of assurance required by the HFA
to ensure that latent defects can be

remedied within the time period required by the HFA.
(e) Mortgagee of record. The HFA must
remain the mortgagee of record as long
as mortgage insurance is in force.
§ 266.315

Recordkeeping requirements.

The mortgagor and the builder, if
there is an identity of interest with the
mortgagor, shall keep and maintain
records of all costs of any construction
or other cost items not representing
work under the general contract and to
make available such records for review
by the HFA or HUD, if requested.

Subpart E—Mortgage and Closing
Requirements; HUD Endorsement
§ 266.400 Property requirements—real
estate.
The mortgage must be on real estate
held:
(a) In fee simple;
(b) Under a renewable lease of not
less than 99 years; or
(c) Under a lease executed by a governmental agency, or other lessor approved by the HFA, that has a term at
least 10 years beyond the end of the
mortgage term.
§ 266.402

Recordation.

At the time of initial endorsement in
the case of insurance of advances or at
the time of final endorsement in the
case of insurance upon completion, the
HFA shall make certain that the mortgage and the regulatory agreement are
recorded.
§ 266.405

Title.

(a) Eligibility of title. Marketable title
to the mortgaged property must be
vested in the mortgagor on the date
the mortgage is filed for record.
(b) Title evidence. The HFA must receive a title insurance policy that ensures that marketable title is vested in
the mortgagor, that a survey acceptable to the HFA has been performed,
and that no existing impediments to
title concern, or exist on, the property.
§ 266.410

Mortgage provisions.

(a) Form. The mortgage and note
must be executed on a form approved
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