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December 14, 2018
To: Clients and Friends

From: David F. Dulock
Subject: HUD Removes Ten-Year Home Warranty Protection Plan
Requirements For High-LTV FHA Single Family Loans

In the December 14, 2018, issue of the Federal Register (83 FR 64269, click
here) HUD published a final rule (“Rule”), effective March 14, 2019, that
removes the regulations in 24 CFR 203.18 and 203.200-209 that require
borrowers to purchase 10-year home warranty protection plans in order to qualify
for FHA mortgage insurance for high loan-to-value mortgages where the
dwelling was not approved for guaranty, insurance, or a direct loan before the
beginning of construction and where the dwelling is less than one year old.

The Rule, however, does not prohibit borrowers from voluntarily purchasing
warranty protection plans; and the Rule retains the requirement that the Warranty
of Completion of Construction (form HUD-92544) be executed by the builder
and the buyer of a newly constructed home as a condition of FHA mortgage
insurance.

For a complete explanation of the Rule and HUD’s preamble statements
regarding its reasons for issuing the Rule, please click on the above Federal
Register hyperlink.

This Memorandum is provided as general information in regard to the subject matter
covered, but no representations or warranty of the accuracy or reliability of the
content of this information are made or implied. Opinions expressed in this
memorandum are those of the author alone. In publishing this information, neither the
author nor the law firm of Black, Mann & Graham L.L.P. is engaged in rendering legal
services. While this information concerns legal and regulatory matters, it is not legal
advice and its use creates no attorney-client relationship or any other basis for
reliance on the information. Readers should not place reliance on this information
alone, but should seek independent legal advice regarding the law applicable to
matters of interest or concern to them. The law firm of Black, Mann & Graham L.L.P.
expressly disclaims any obligation to keep the content of this information current or
free of errors.
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