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liens, if applicable, will be the only
liens against the property.

(2) Properties are eligible for FHA in-
surance under the HECM for Purchase
program when construction is com-
pleted and the property is habitable, as
evidenced by the issuance of a Certifi-
cate of Occupancy or its equivalent, by
the local jurisdiction.

[82 FR 7117, Jan. 19, 2017, as amended at 87
FR 70743, Nov. 21, 2022]

§206.47 Property standards; repair
work.

(a) Need for repairs. Properties must
meet the applicable property require-
ments of the Commissioner in order to
be eligible. Properties that do not meet
the property requirements must be re-
paired in order to ensure that the re-
paired property will serve as adequate
security for the insured mortgage.

(b) Assurance that repairs are made.
The mortgage may be closed before the
repair work is completed if the Com-
missioner estimates that the cost of
the remaining repair work will not ex-
ceed 15 percent of the maximum claim
amount and the mortgage contains
provisions approved by the Commis-
sioner concerning payment for the re-
pairs.

(c) Reimbursement to contractor. When
repair work is completed after closing
by a contractor, the mortgagee shall
cause one or more inspections of the
property to be made by an inspector or
other qualified individual acceptable to
the Commissioner in order to ensure
that the repair work is satisfactory,
and prior to the release of funds from
the Repair Set Aside. The mortgagee
shall hold back a portion of the con-
tract price attributable to the work
done before each interim release of
funds, and the total of the hold backs
will be released after the final inspec-
tion and approval of the release by the
mortgagee. The mortgagee shall ensure
that all mechanics’ and materialmen’s
liens are released of record.

(d) Reimbursement to borrower. The
mortgagee shall not reimburse the bor-
rower for any labor the borrower per-
formed. The mortgagee may reimburse
the borrower for the actual cost of re-
pair materials from the Repair Set
Aside, provided that the mortgagee
causes one or more inspections of the

§206.52

property by an inspector or other
qualified individual acceptable to the
Commissioner and meets all reimburse-
ment requirements established by the
Commissioner.

(e) HECM for Purchase. For HECM for
Purchase transactions, where major
property deficiencies threaten the
health and safety of the homeowner or
jeopardize the soundness and security
of the property, all repairs must be
completed by the seller prior to clos-
ing. Appraisers shall complete the ap-
praisal report as ‘‘Subject To’ the
completion of the repairs.

§206.51 Eligibility of mortgages in-
vqlvjng a dwelling unit in a condo-
minium.

If the mortgage involves a dwelling
unit in a condominium, the project in
which the unit is located must be ac-
ceptable to the Commissioner as set
forth in 24 CFR 203.43b.

[84 FR 41877, Aug. 15, 2019]

§206.52 Eligible sale of property-
HECM for Purchase.

(a) Sale by owner of record—(1) Owner
of record requirement. To be eligible for
a mortgage insured by FHA, the prop-
erty must be purchased from the owner
of record and the transaction may not
involve any sale or assignment of the
sales contract.

(2) Supporting documentation. The
mortgagee shall obtain documentation
verifying that the seller is the owner of
record and must submit this docu-
mentation to FHA as part of the appli-
cation for mortgage insurance, in ac-
cordance with §§206.15 and 206.115(b)(9).

(b) Time restrictions on re-sales—(1)
General. The eligibility of a property
for a mortgage insured by FHA is de-
pendent on the time that has elapsed
between the date the seller acquired
the property (based upon the date of
settlement) and the date of execution
of the sales contract that will result in
the FHA mortgage insurance (the re-
sale date). The mortgagee shall obtain
documentation verifying compliance
with the time restrictions described in
this paragraph and must submit this
documentation to FHA as part of the
application for mortgage insurance, in
accordance with §206.115(b).
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