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(b) Within three business days of a 
request by HUD, the Direct Guarantee 
Lender must make available for re-
view, or forward to HUD, copies of the 
identified endorsement case binder(s). 

(c) A Direct Guarantee Lender’s fail-
ure to provide HUD access to any files 
may be grounds for sanctions in ac-
cordance with §§ 1005.905 and 1005.907. 

(d) Based on HUD’s review under 
paragraph (a) of this section, if HUD 
determines that: 

(1) The Loan does not satisfy the re-
quirements of subpart F of this part; 

(2) The Direct Guarantee Lender or 
Sponsored Entity committed fraud or a 
material misrepresentation; or 

(3) The Direct Guarantee Lender or 
Sponsored Entity had known or should 
have known of fraud or a material mis-
representation in violation of this part, 
such that the Loan should not have 
been approved by the Direct Guarantee 
Lender; 

(e) HUD may request indemnification 
from the originating Direct Guarantee 
Lender and impose sanctions on the Di-
rect Guarantee Lender and Sponsored 
Entity pursuant to §§ 1005.905 and 
1005.907. 

§ 1005.529 Indemnification. 

(a) When HUD conducts a pre- or 
post-endorsement review and HUD de-
termines there is an underwriting defi-
ciency where the Section 184 Guaran-
teed Loan should not have been ap-
proved, HUD may request the origi-
nating Direct Guarantee Lender to in-
demnify HUD. 

(b) Underwriting deficiencies with re-
spect to the Section 184 Guaranteed 
Loan may include but is not limited to 
fraud or misrepresentation by the orig-
inating Direct Guarantee Lender. 

(c) HUD will notify the originating 
Direct Guarantee Lender in writing 
when an indemnification is required. 

(d) Under an indemnification, the 
originating Direct Guarantee Lender 
must reimburse HUD when a subse-
quent Holder files a Claim and HUD 
suffers a financial loss. 

(e) If the originating Direct Guar-
antee Lender fails to indemnify HUD, 
HUD may impose sanctions pursuant 
to §§ 1005.905 and 1005.907. 

Subpart F—Section 184 
Guaranteed Loan Fees 

§ 1005.601 Scope and method of pay-
ment. 

HUD shall charge a one-time Section 
184 Up-Front Loan Guarantee Fee, and 
a recurring Annual Loan Guarantee 
Fee where applicable, which will be 
collected by a Direct Guarantee Lender 
or Servicer as required by §§ 1005.603 
and 1005.607 and remitted to HUD as re-
quired by §§ 1005.605 and 1005.609. The 
fees collected by the Direct Guarantee 
Lender or Servicer on behalf of HUD 
shall be payable to HUD in cash, in the 
manner prescribed by Section 184 Pro-
gram Guidance. 

§ 1005.603 Up-Front Loan Guarantee 
Fee. 

At settlement, the Direct Guarantee 
Lender will collect from the Borrower 
a one-time Up-Front Loan Guarantee 
Fee in an amount not exceeding three 
percent of the principal obligation of 
the Section 184 Guaranteed Loan. The 
amount will be set by HUD through a 
notice in the FEDERAL REGISTER. 

§ 1005.605 Remittance of Up-Front 
Loan Guarantee Fee. 

The Direct Guarantee Lender shall 
remit the Up-Front Loan Guarantee 
Fee to HUD within 15 days after settle-
ment, using the payment system as 
prescribed by Section 184 Program 
Guidance. The Direct Guarantee Lend-
er shall provide an account reconcili-
ation of the Up-Front Loan Guarantee 
Fee in the time and manner as may be 
prescribed in Section 184 Program 
Guidance. 

§ 1005.607 Annual Loan Guarantee 
Fee. 

(a) Percentage of Annual Loan Guar-
antee Fee. Where applicable the 
Servicer must collect a monthly in-
stallment for the Annual Loan Guar-
antee Fee from the Borrower in an 
amount not exceeding one percent of 
the principal obligation of the loan. 
The percentage used to calculate the 
Annual Loan Guarantee Fee amount 
will be prescribed by notice in the FED-
ERAL REGISTER. 

(b) Payment of Annual Loan Guarantee 
Fee. Where applicable, the Section 184 
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Guaranteed Loan shall require month-
ly payments by the Borrower to the 
Servicer in an amount equal to one- 
twelfth of the Annual Loan Guarantee 
Fee, payable by the Servicer to HUD in 
accordance with the Amortization 
Schedule issued with the Loan ap-
proval. 

(c) Amortization Schedule. The amount 
of the Borrower’s monthly installment 
will be based on an Amortization 
Schedule as prescribed in Section 184 
Program Guidance. 

§ 1005.609 Remittance of Annual Loan 
Guarantee Fee. 

(a) Where applicable, monthly in-
stallment of the Annual Loan Guar-
antee Fee shall be due and payable to 
HUD no later than the 15th day of each 
month, beginning in the month in 
which the Borrower is required to 
make the first monthly loan payment. 
Monthly payments of the Annual Loan 
Guarantee Fee must be submitted 
using a HUD prescribed payment sys-
tem, as prescribed by Section 184 Pro-
gram Guidance. 

(b) Where applicable, subject to the 
exception in paragraph (d) of this sec-
tion, the Servicer shall continue to col-
lect from the Borrower, as established 
by a schedule provided in § 1005.607(b) 
and pay HUD the monthly installment 
of the Annual Loan Guarantee Fee, 
without taking into account Bor-
rower’s default, loss mitigation, pre-
payments, agreements to postpone pay-
ments, or agreements to recast the 
loan. Any changes to the Annual Loan 
Guarantee Fee will be published in the 
FEDERAL REGISTER. 

(c) Where applicable, the Servicer 
shall adjust the monthly installment of 
the Annual Loan Guarantee Fee in ac-
cordance the schedule provided in 
§ 1005.607(b). Notwithstanding para-
graph (a) of this section, the Servicer 
shall refund to the Borrower any over-
payment of Annual Loan Guarantee 
Fees collected from the Borrower, due 
to a delayed adjustment of the Loan 
Guarantee Fee, within 30 days of the 
overpayment. Failure to refund the 
Borrower within this timeframe will 
result in a penalty in accordance with 
§ 1005.611. 

(d) Where applicable, the Servicer 
shall cease collecting the monthly in-

stallment of the Annual Loan Guar-
antee Fee when the amortized loan to 
value ratio equals an amount less than 
the Annual Loan Guarantee Fee termi-
nation threshold loan-to-value ratio as 
established by the Secretary in the 
FEDERAL REGISTER and established by 
a schedule provided in § 1005.607(b). Not-
withstanding paragraph (a) of this sec-
tion, the Servicer shall refund to the 
Borrower any overpayment of Annual 
Loan Guarantee Fees collected when 
the loan-to-value ratio falls below the 
threshold established by the Secretary 
in the FEDERAL REGISTER, within 30 
days of the overpayment. Failure to re-
fund the Borrower within this time-
frame will result in penalty in accord-
ance with § 1005.611. 

(e) Annual Loan Guarantee Fees 
paid, if any, in accordance with the 
schedule provided in § 1005.607(b) shall 
not be refundable to the Borrower. 

(f) Where applicable, if the Servicer 
submits the monthly installment of 
the Annual Loan Guarantee Fee to 
HUD after the due date, the amount 
paid must include the required pay-
ment of penalties pursuant to 
§ 1005.611(c). 

(g)(1) When transfer of servicing oc-
curs in accordance with § 1005.707: 

(i) The schedule of monthly install-
ment payments provided in § 1005.607(b) 
must be provided to the new Servicer; 
and 

(ii) The account reconciliation of the 
Upfront Guarantee Fee and Annual 
Loan Guarantee Fee due and remitted 
to HUD must be provided to the new 
Servicer. 

(2) The new Servicer is responsible 
for compliance with all requirements 
of this part, including, but not limited 
to, any outstanding Annual Loan Guar-
antee Fee payments and penalties owed 
to HUD, or any Annual Loan Guar-
antee Fee adjustments or refunds due 
to the Borrower. 

(3) If a transfer results in missed 
monthly installment(s) of the Annual 
Loan Guarantee Fee, the new Servicer 
shall pay the overdue installment(s) in 
a lump sum to HUD within 30 days of 
acquisition of the loan and include any 
applicable penalties in accordance with 
§ 1005.611. 

(h) The Direct Guarantee Lender 
shall provide an account reconciliation 
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