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30 days advance notice of its intention
to prepay.

(2) If the loan exceeds $200,000, the se-
curity instrument may contain a provi-
sion for an additional charge in the
event of prepayment of principal as
may be agreed upon between the bor-
rower and lender. These charges shall
not be imposed if the loan is acceler-
ated at the request of the Commis-
sioner, pursuant to § 241.1046(b). The
borrower shall be permitted to prepay
up to 15 percent of the original prin-
cipal amount of the loan in any one
calendar year without any additional
charge. A provision for an additional
charge in the event of prepayment may
not be included in a loan of $200,000 or
less.

(b) Prepayment of bond-financed loan.
Where the lender has obtained the
funds for the loan by the issuance and
sale of bonds or bond anticipation
notes, or both, the loan may contain a
prepayment restriction and prepay-
ment penalty charges acceptable to the
Commissioner as to term, amount, and
conditions.

§ 241.1105 Late charges.

The note and security instrument
may provide for the lender’s collection
of a late charge, not to exceed 2 cents
for each dollar of each payment to in-
terest or principal more than 15 days in
arrears, to cover the expense involved
in handling delinquent payments. Late
charges shall be separately charged to
and collected from the borrower and
shall not be deducted from any aggre-
gate monthly payment.

§ 241.1120 Mortgagee’s consent.

The holder of an insured mortgage
which is recorded prior to the equity or
acquisition loan shall not withhold its
consent to the equity or acquisition
loan (whether or not such equity or ac-
quisition loan is insured by the Com-
missioner) or the security instrument
executed in connection therewith, and
may not charge a fee as a condition to
its consent to such loan or security in-
strument.

Subpart F—Insurance for Equity
Loans and Acquisition
Loans—Contract Rights and
Obligations

SOURCE: 57 FR 12040, Apr. 8, 1992, unless
otherwise noted.

§ 241.1200 Cross-references.
(a) Projects with a HUD-insured or

HUD-held mortgage. (1) All the provi-
sions of part 207, subpart B of this
chapter, covering mortgages insured
under section 207 of the Act, apply to
equity loans or acquisition loans on a
project insured under section 241(f) of
the Act, except the following provi-
sions:
Sec.
207.251 Definitions.
207.252 First, second and third premium.
207.252a Premiums—operating loss loans.
207.252b Premiums—mortgages insured pur-

suant to section 223(f) of the Act.
207.252c Premiums—mortgages insured pur-

suant to section 238(c) of the Act.
207.254 Insurance endorsement.

(2) For the purposes of subpart F of
this part, all references in part 207 of
this chapter to section 207 of the Act
and to the term ‘‘mortgage’’ shall be
construed to refer to section 241(f) of
the Act and ‘‘equity or acquisition
loan,’’ respectively.

(b) Projects without a HUD-insured or
HUD-held mortgage. The provisions of
subpart D of this part shall be applica-
ble to a project without a HUD-insured
or HUD-held mortgage that is receiving
an equity loan or acquisition loan
under subpart E of this part in connec-
tion with a plan of action approved by
the Commissioner under part 248 of
this chapter.

(c) All of the definitions in § 241.1005
apply to subpart F of this part. In addi-
tion, as used in subpart F of this part,
the term ‘‘contract of insurance’’
means the agreement evidenced by the
Commissioner’s insurance endorsement
and includes the provisions of subpart
F of this part and of the Act.

§ 241.1205 Payment of insurance bene-
fits.

All the provisions of § 207.259 of this
chapter relating to insurance benefits
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shall apply to an equity or acquisition
loan insured under subpart F of this
part, except that insurance benefits
shall be payable in cash if the insur-
ance benefits under the senior insured
mortgage are payable in cash, unless
the lender files a written request for
payment in debentures. If such a re-
quest is made, payment shall be made
in debentures with a cash payment to
adjust for any difference between the
total amount of the insurance payment
and the amount of the debentures
issued.

§ 241.1210 Condition for payment of in-
surance benefits.

(a) All of the provisions of § 207.258 of
this chapter apply to subpart F of this
part, except that, if the holder of the
senior insured mortgage institutes a
foreclosure action, the lender shall no-
tify the Commissioner in a timely
manner of such action. The Commis-
sioner, at its option, may then direct
the lender to assign the equity or ac-
quisition loan to the Commissioner, or
bid an amount necessary to acquire the
project and convey the project to the
Commissioner.

(b) If the equity loan or acquisition
loan is assigned in accordance with
this section, the Commissioner at a
foreclosure sale may bid, in addition to
amounts otherwise authorized, any
sum not in excess of the aggregate un-
paid indebtedness secured by the senior
insured mortgage and equity or acqui-
sition loan, plus taxes, insurance, fore-
closure costs, fees and other expenses.

§ 241.1215 Calculation of insurance
benefits.

All of the provisions of § 207.259 of
this chapter apply to subpart F of this
part, except that if the lender, at the
direction of the Commissioner, ac-
quires title to the project at a fore-
closure sale instituted by the holder of
the senior insured mortgage, the
amount of the claim determined under
§ 207.259(c) of this chapter shall also in-
clude an amount bid by the lender to
satisfy the senior insured mortgage at
the foreclosure sale.

§ 241.1220 Termination of insurance
benefits.

All of the provisions of § 207.253a of
this chapter apply to subpart F of this
part, except that the following shall
also constitute grounds for termi-
nating the contract of insurance:

(a) The failure of the lender to notify
the Commissioner in a timely manner
of a foreclosure action initiated by the
holder of the senior insured mortgage;
and

(b) The failure of the lender when di-
rected by the Commissioner to assign
the equity or acquisition loan or bid an
amount necessary to acquire title to
the project and convey the project to
the Commissioner, in accordance with
§ 241.1210.

§ 241.1230 No vested right in fund.

Neither the lender nor the borrower
shall have any vested or other right in
the insurance fund under which the
loan is insured.

§ 241.1235 Cross default.

In the event the borrower commits a
default under a prior recorded insured
mortgage and the holder thereof initi-
ates a foreclosure proceeding, said de-
fault under the prior recorded insured
mortgage shall constitute a default
under the equity or acquisition loan.

§ 241.1245 Insurance endorsement.

(a) Endorsement. The Commissioner
shall indicate his insurance of the eq-
uity loan or acquisition loan by endors-
ing the original credit instrument and
identifying the section of the Act and
the regulations under which the loan is
insured and the date of insurance.

(b) Endorsement of phased loan. In the
event the loan is phased, the Commis-
sioner shall indicate his insurance of
each amount by endorsing the original
credit instrument and identifying the
section of the Act and the regulations
under which such amount is insured
and the date of the insurance.

(c) Final advance of phased loan. When
all advances of a phased loan have been
made and the terms and conditions of
the commitment have been complied
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