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(4) For any manufactured home pur-
chase loan or combination loan involv-
ing the sale of a manufactured home by 
a dealer, the lender shall obtain a 
placement certificate, on a HUD-ap-
proved form and signed by the dealer 
under applicable criminal and civil 
penalties for fraud and misrepresenta-
tion, certifying that: 

(i) The manufactured homesite meets 
the requirements of § 201.21(e); 

(ii) The structural integrity of the 
manufactured home was maintained 
during the process of transporting the 
home to the borrower’s homesite; 

(iii) The manufactured home has 
been installed or erected on the home-
site in accordance with the manufac-
turer’s requirements for anchoring, 
support, stability and maintenance; 

(iv) If the manufactured home is 
placed on a permanent foundation, 
such foundation has been constructed 
in accordance with the requirements of 
§ 201.21(c)(3); 

(v) The dealer has performed the in-
spection and tests required under 
§ 201.21(c)(4) and has determined that 
the manufactured home has sustained 
no structural damage or other defects 
resulting from its transportation or in-
stallation, and all plumbing, mechan-
ical and electrical systems are fully 
operational; 

(vi) Any initial payment required 
under § 201.23 was made by the bor-
rower, and no part of the initial pay-
ment was loaned, advanced, or paid to 
or for the benefit of the borrower by 
the manufacturer, dealer, or any other 
party to the loan transaction; and 

(vii) The borrower has not obtained 
the benefit of and will not receive any 
cash payment, rebate, cash bonus, or 
anything of more than nominal value 
from the manufacturer or dealer as an 
inducement for the consummation of 
the transaction. 

(5) The lender shall obtain and file 
the certifications by local officials or a 
civil engineer which are required under 
§ 201.21(e) to document the suitability 
of the manufactured homesite. 

(6) For any direct manufactured 
home purchase loan or combination 
loan involving the relocation of the 
manufactured home to a new homesite 
owned or leased by the borrower, the 
lender (or an agent of the lender that is 

not a manufactured home dealer) shall 
conduct a site-of-placement inspection 
to verify that: 

(i) States that the loan will be in-
sured by HUD and describes the actions 
the Secretary may take to recover the 
debt if the borrower defaults on the 
loan and an insurance claim is paid; 

(ii) The manufactured home and any 
itemized options and appurtenances in-
cluded in the purchase price of the 
home or to be financed with the loan 
proceeds have been delivered and in-
stalled; and 

(iii) The manufactured home has 
been properly erected or installed on 
the homesite without any apparent 
structural damage or other serious de-
fects resulting from its transportation 
or installation, and all plumbing, me-
chanical and electrical systems are 
fully operational. 

(7) The lender shall provide the bor-
rower with a written notice, to be 
signed by the borrower and retained in 
the loan file, that: 

(i) States that the loan will be in-
sured by the HUD and describes the ac-
tions the Secretary may take to re-
cover the debt if the borrower defaults 
on the loan and an insurance claim is 
paid; and 

(ii) Constitutes the borrower’s agree-
ment to pay penalties and administra-
tive costs imposed by HUD as author-
ized by 31 U.S.C. 3717. 

(8) Where a manufactured home pur-
chase loan involves a manufactured 
home which is to be located on Indian 
trust or otherwise restricted lands, the 
lender shall obtain written permission 
from the trustee or the tribal author-
ity who controls the site for the lender 
to repossess the home in the event of 
default by the borrower and accelera-
tion of the loan. 

(Approved by the Office of Management and 
Budget under control number 2502–0328) 

[50 FR 43523, Oct. 25, 1985, as amended at 51 
FR 32060, Sept. 9, 1986; 54 FR 36265, Aug. 31, 
1989; 56 FR 52432, Oct. 18, 1991, 57 FR 6480, 
Feb. 25, 1992; 61 FR 19798, May 2, 1996; 62 FR 
65181, Dec. 10, 1997; 66 FR 56420, Nov. 7, 2001] 

§ 201.27 Requirements for dealer loans. 

(a) Dealer approval and supervision. (1) 
The lender shall approve only those 
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dealers which, on the basis of experi-
ence and information, the lender con-
siders to be reliable, financially re-
sponsible, and qualified to satisfac-
torily perform their contractual obli-
gations to borrowers and to comply 
with the requirements of this part. 
However, in no case shall the lender ap-
prove a dealer that is unable to meet 
the following minimum qualifications: 

(i) Net worth. All property improve-
ment and manufactured home dealers 
shall have and maintain a net worth of 
not less than $32,000 and $63,000, respec-
tively. The required net worth must be 
maintained in assets acceptable to the 
Secretary. 

(ii) Business experience. All property 
improvement loan and manufactured 
home dealers must have demonstrated 
business experience as a property im-
provement contractor or supplier, or in 
manufactured home retail sales, as ap-
plicable. 

(2) The lender’s approval of a dealer 
shall be documented on a HUD-ap-
proved form, signed and dated by the 
dealer and the lender under applicable 
criminal and civil penalties for fraud 
and misrepresentation, and containing 
information supplied by the dealer on 
its trade name, places of business, type 
of ownership, type of business, and 
names and employment history of the 
owners, principals, officers, and sales-
persons. The dealer shall furnish a cur-
rent financial statement prepared by 
someone who is independent of the 
dealer and is qualified by education 
and experience to prepare such state-
ments, together with such other docu-
mentation as the lender deems nec-
essary to support its approval of the 
dealer. The lender shall obtain a com-
mercial credit report on the dealer and 
consumer credit reports on the owners, 
principals, and officers of the dealer-
ship. 

(3) The lender shall require each deal-
er to apply annually for reapproval. 
The dealer shall furnish the same docu-
mentation as is required under para-
graph (a)(2) of this section to support 
its application for reapproval. In no 
case shall the lender reapprove a dealer 
that is unable to meet the minimum 
net worth requirements in paragraph 
(a)(1) of this section. 

(4) The lender shall supervise and 
monitor each approved dealer’s activi-
ties with respect to loans insured under 
this part. The lender shall visit each 
approved dealer’s places of business at 
least once in every six months to re-
view its Title I performance and com-
pliance. The lender shall maintain a 
file on each approved dealer which con-
tains the executed dealer approval 
form and supporting documentation re-
quired under paragraph (a)(2) of this 
section, together with information on 
the lender’s experience with Title I 
loans involving the dealer. Each dealer 
file shall contain information about 
borrower defaults on Title I loans over 
time, records of completion or site-of- 
placement inspections conducted by 
the lender or its agent, copies of letters 
concerning borrower complaints and 
their resolution, and records of the 
lender’s periodic review visits to the 
dealer’s premises. The lender may also 
require that the dealer furnish records 
on individual loan transactions, if 
needed to enable the lender to review 
the dealer’s Title I performance and 
compliance. 

(5) If a dealer does not satisfactorily 
perform its contractual obligations to 
borrowers, does not comply with Title 
I program requirements, or is unre-
sponsive to the lender’s supervision 
and monitoring requirements, the lend-
er shall terminate the dealer’s approval 
and immediately notify the Secretary 
with written documentation of the 
facts. A dealer whose approval is termi-
nated under these circumstances shall 
not be reapproved without prior writ-
ten approval from the Secretary. The 
lender may in its discretion terminate 
the approval of a dealer for other rea-
sons at any time. 

(6) The lender shall require each ap-
proved (or reapproved) dealer to pro-
vide written notification of any mate-
rial change in its trade name(s), 
place(s) of business, type of ownership, 
type of business, or principal individ-
uals who control or manage the busi-
ness. The dealer shall furnish such no-
tification to the lender within 30 days 
after the date of any material change. 

(7) As a condition of manufactured 
home dealer approval (or reapproval), 
the lender may require a manufactured 
home dealer to execute a written 
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agreement that, if requested by the 
lender, the dealer will resell any manu-
factured home repossessed by the lend-
er under a title I insured manufactured 
home purchase loan approved by the 
lender as a dealer loan involving that 
dealer. 

(b) Provision for full or partial recourse. 
In the case of a dealer-originated man-
ufactured home purchase loan or com-
bination loan, the lender and the dealer 
may agree to a provision in the loan 
documents for partial or full recourse 
against the dealer, to reduce or elimi-
nate the lender’s loss in the event of 
foreclosure or repossession. Such re-
course provision shall specify that, for 
a default occurring within a period of 
not more than three years from the 
date of the loan, the dealer shall reim-
burse the lender for a fixed percentage 
of the unpaid amount of the loan obli-
gation, after deducting the proceeds 
from the sale of the property and any 
amounts received or retained by the 
lender after the date of default. How-
ever, the extent of the dealer’s liability 
may not exceed 100 percent of the un-
paid amount of the loan obligation 
prior to such deductions. When a claim 
is filed, the lender shall notify the Sec-
retary if the loan was subject to a re-
course agreement and whether the re-
course agreement has been honored. If 
without the lender’s approval a dealer 
has failed to honor its recourse obliga-
tion, the lender shall notify the Sec-
retary and shall assign the recourse ob-
ligation to the Secretary in filing an 
insurance claim. 

(Approved by the Office of Management and 
Budget under control number 2502–0328) 

[50 FR 43523, Oct. 25, 1985, as amended at 56 
FR 52433, Oct. 18, 1991; 61 FR 19799, May 2, 
1996; 66 FR 56420, Nov. 7, 2001] 

§ 201.28 Flood and hazard insurance, 
and Coastal Barriers properties. 

(a) Flood insurance. No property im-
provement loan or manufactured home 
loan shall be eligible for insurance 
under this part if the property securing 
repayment of the loan is located in a 
special flood hazard area identified by 
the Federal Emergency Management 
Agency (FEMA), unless the community 
in which the area is situated is partici-
pating in the National Flood Insurance 
Program, flood insurance under the Na-

tional Flood Insurance Program (NFIP) 
is available with respect to such prop-
erty improvements, and flood insur-
ance on the property is obtained by the 
borrower in compliance with section 
102 of the Flood Disaster Protection 
Act of 1973 (42 U.S.C. 4012a). Such insur-
ance shall be in the form of the stand-
ard policy issued under the National 
Flood Insurance Program (NFIP) or 
private flood insurance, as defined in 24 
CFR 203.16a. Such insurance shall be 
obtained at any time during the term 
of the loan that the lender determines 
that the secured property is located in 
a special flood hazard area identified 
by FEMA and shall be maintained by 
the borrower for the remaining term of 
the loan, or until the lender determines 
that the property is no longer in a spe-
cial flood hazard area, or until the 
property is repossessed or foreclosed 
upon by the lender. The amount of 
such insurance shall be at least equal 
to the unpaid balance of the Title I 
loan, and the lender shall be named as 
the loss payee for flood insurance bene-
fits. A lender may determine that a 
private flood insurance policy meets 
the definition of private flood insur-
ance, as defined in 24 CFR 203.16a, with-
out further review of the policy, if the 
compliance aid statement provided in 
24 CFR 203.16a(c) is included within the 
policy or as an endorsement to the pol-
icy. 

(b) Hazard insurance. No manufac-
tured home purchase loan or combina-
tion loan shall be eligible for insurance 
under this part unless hazard insurance 
on the manufactured home is obtained 
by the borrower and the lender is 
named as a loss payee of insurance ben-
efits. Such insurance shall be main-
tained by the borrower for the full 
term of the loan or until the property 
is repossessed or foreclosed by the lend-
er, and in an amount at least equal to 
the unpaid balance of the loan, except 
that the amount of insurance coverage 
shall be not less than the actual cash 
value of the home where State law pre-
cludes a higher amount. If the bor-
rower fails to maintain such insurance, 
the lender shall obtain it at the bor-
rower’s expense. If the home is not in-
sured against hazards and sustains 
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