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note for the year following the date of
the first principal payment.

(e) Second premium; commitment to in-
sure upon completion. Where the note is
initially and finally endorsed for insur-
ance pursuant to a Commitment to In-
sure Upon Completion, the lender on
the date of the first principal payment
shall pay a second premium equal to
one-half of one percent of the average
outstanding principal obligation of the
note for the year following such first
principal payment date which shall be
adjusted so as to accord with such date
and so that the aggregate of the said
two premiums shall equal the sum of
one-half of one percent per annum of
the average outstanding principal obli-
gation of the note for the period from
the date of the insurance endorsement
to one year following the date of the
first principal payment.

(f) Annual insurance premium. Until
the note is paid in full, or until the
loan is assigned to the Commissioner,
or until the contract of insurance is
otherwise terminated with the consent
of the Commissioner, the lender, on
each anniversary of the date of the
first principal payment shall pay an
annual loan insurance premium equal
to one-half of one percent of the aver-
age outstanding principal obligation of
the loan for the year following the date
on which such premium becomes pay-
able.

(9) Method of premium payment. Pre-
miums shall be payable in cash or in
debentures at par plus accrued inter-
est. All premiums are payable in ad-
vance and no refund can be made of
any portion thereof except as herein-
after provided in §§220.800 et seq.

(h) Calculation of premiums. The pre-
miums payable on and after the date of
the first principal payment shall be
calculated in accordance with the am-
ortization provisions without taking
into account delinquent payments or
prepayments.

§220.804a Mortgagee’s late charge.

Mortgage insurance premiums which
are paid to the Commissioner more
than 15 days after the billing date or
due date, whichever is later, shall in-
clude a late charge of 4 percent of the
amount of the payment due, except
that no late charge shall be required

§220.810

with respect to any case for which HUD
fails to render a proper billing to the
mortgagee.

[43 FR 60154, Dec. 26, 1978]

§220.805 Termination of insurance.

(a) Prepayment in full. The contract of
insurance shall be terminated if the
loan is paid in full prior to its matu-
rity. Notice of the prepayment shall be
given to the Commissioner, on a form
prescribed by the Commissioner, with-
in 30 days from the date of the prepay-
ment. The insurance termination shall
become effective as of the date of the
prepayment.

(b) Voluntary termination. The con-
tract of insurance shall be voluntarily
terminated upon receipt by the Com-
missioner of a written request, on a
form prescribed by the Commissioner,
by the borrower and the lender for such
termination, accompanied by a submis-
sion of the original credit instrument
for cancellation of the insurance en-
dorsement and the remittance of all
sums to which the Commissioner is en-
titled. The termination shall become
effective as of the date these require-
ments are met.

§220.806 Pro rata refund of insurance
premium.

Upon termination of loan insurance
contract by a payment in full or by a
voluntary termination, the Commis-
sioner shall refund to the lender for the
account of the borrower an amount
equal to the pro rata portion of the
current annual loan insurance pre-
mium theretofore paid which is appli-
cable to the portion of the year subse-
quent to the date of the prepayment or
the effective date of the voluntary ter-
mination of the contract of insurance.

§220.810 Definition of default.

(a) If the borrower fails to make any
payments due under or provided to be
paid by the terms of the note or secu-
rity instrument and such default con-
tinues for a period of 30 days, the note
or security instrument shall be consid-
ered in default for the purposes of
§§220.800 et seq.

(b) The failure to perform any other
covenant under the note or security in-
strument shall be considered a default,
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