THE COMPTNLLLER GENERAL
OF THE UNITED STATES

WASHKINGTON, D.C. 20548

' DECISION

1 - - ¢ o

FILE:5.185156 - oate: MAR 12 876

MATTER OF: p¢lantic Bank of S. Jacksonville, Flie. - »
FHA loan insurance C?g¢gﬁ

DIGEST: Rank requested Federal Housing sduinistration relm-
bursement under imsurance pursuent o 12 T.0.C. 1703 for
loss sustained vhen borrousr deizulted on houe irprovenant
lozn. thile Senk states it reperted losu to iiA as required,
FIA has ne tecord that bank had gpplied for leen insurzuce
and cousecuently bauk was not billed for and ¢id not poy the
gdvance preaium required by that statute, further, bank bad

‘ ectual notice that loza is uoit insured vmtil sclmowledged by

Fili in mentlily statement sad bauk sénitiedly erved in ol
recozmizing ¢n timely basis crissicn of this loanm in maxt
ronthly stutesseat ye 4 by YA evel clud
thot in absence of showing setual noglise s
vee not imsured end reiwmburscmant would be lmpropels
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T Poesiug snd Urd

our decision s

hiz to cover th
Flovida {(Lznh)

tha Lank vwien &

ianc E
surence premiua had ever been paid by the boni to the flia
therefore concluded the losn was not i en psured status,

12 UL C. L703(EY(1270) states that a promiem shall be chayried
by the ¥4 for insurance granted under that L i

also that “such premiwa cherge chall be povatle in advince Ly
finencisl instituiicn and siall he paid_at suel S

as moy Le prescriled by the Secretary Lol lic
(Ecphasls supplieds)  See B-l&I/o4, Jounuary g
C.lulie 2UC.174, issued under the authority o TeSeC, 1703{LY{1470),
states thats
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Ywithin 31 daye after the loan is mede

or the note is purchased from the dealer
the lender submits to “the Federal liousing
Administration individual reports setting
forth on a prescribed fomm the delalls of
each transaction. This information, inciu-
ding the nase of the bovrower, the locatien
of the property, the amount of loan advimced,
the finmce charzes, the date of the note,
end the teris of poyment is the besis for come
puting the fxsurence prewiuwa vhich will be
dua end paoyavle L; the lender and is tho

¢ficial vecoxd cf the traussction with the
&(o‘ni cravien.  This report resulis in the
puiomaiic insurance of the losn &8 50010 A8
il rfnjxw@u fnsurence nrasmiim dg paid,”

2RO ;J-»”‘k/ilcfdv}

24 Co.¥.Re 200,175 provides furilier thats

"he regelations provide for an avmual
igsurance ehorrne kased vn oa ;rccfxc ial

pereaiope of the not cach loan
reporied Jor InSuranoc. v g bllied
ence & vouth on ell loong 2l for ine
surance Guring theo grevicus poriod tha wvecsipt
of shich have Loen ‘..c.L..n'rlcdg'cd fy the Cote
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2 CoPuhie 201,13 also stoies, to the smne effect, thats

Lesns shell be revovted on the prescribed
orm Lo the Federal Vouzing Adwinlistiration at
form to the Vederal touzing 4 Iy
Vashingien, 3,0, within 21 doys from (he date

ol ihe tote or Gate upon which it wes purchesed.”

provemant loan with tha Fith, a lendiang

Te ingsure a howme im
the loan to the FUA on fowm Fii-4, diltla 1 joan
r t .

fnstituticn reperis ¥

- Manffest,  the top of the monifes baars the legend

;. Loaas roported hercen will met e in on insured status untll
they appest on your weoaclily ztatoneat end insuronce charpes pald as

Lranc
billed. « 7 Upon veceipt of the maniiest listing each losn, IHA
lists the looan enm a monthly statement wirleh is &ssued to the bank,
Then the bank pays the periodic promiwm for the loan to FiiA, and
the loan enters an insured status. TLeporiinn & lezn to FHA iz thus
the necessary first step to FiiA insurxance coverage for that lesn.

A3 FlA stated &n {ts letter of Apr;l 11, 1¥75 to tha RBank, if a loan
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for which & lendine fnstitution has requested insurance does mot appear
on the monthly ste Lemewt, the lending institvtion should reapply for ine
gurance for that loan if it still desires insurence. .

In the cose at hand, the fote was issued on March 12, 1974 and went
iato default on May 15, 1974, The Bank alleges that on March 12, 1974 4t .
reported the loan to IfA as required, However, FIA has stated that it has no .
record of roccivimg the benk's losn insurance‘application, Since it had
ne record of the wpplicetion, FHA never acknowledged the losn as insured
end never billed the Fauk for the appropriate premium. Although the bank
epparently ccllected the avount of the initial premium from the borrower,
thiis was retalned by the bank in a special account and never forwvarded to
Fils. ihe bonk has non affirmatively established that FUA eithexr received
the Lenk's report or was otherwise negligent in handling the loan application,

letter of July 25, 1975 that due to an adnmin-
iastrs ;led to notice that the loan in question was not
liste : y cment it received the month after it had allegedly
aprTli for insurance tha loan in question., However, it was on actual
notice frem rosm =4 thet a loan will not be considéred insured until £t

appoavs on thnt siatenent end the required premium is paid, Timely review
would, morcsvor, have disclosed the nonreceipt (or failure to acknowledge)
of the veport by Fis. In auy cese, the baak's action in placing the ine-
suUTsNLE {um collected from the borrower into one of its owm internal
cecounts vhers : ained to date removes all doubt that it was aware
that a basid ccui;iwow for coverage-epayment of the prepjium--had not been met,
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Tn cfromaciances very similsr to the instant case, we stated in
B-1729¢%, July 16, 1971, thet psyment of the insursnce premium in advanca,
es recauived by 12 U.9.Ce 1703(f), is necessary for a loan to be eligible
for insvrauce. Lt is the reazponsibility of each lending institution to

sscertain thot fts premivms have been paid to FHA, and to take all stepa
wite (€, Citizens National Trugt & Savinzs Rank of
o -03, 270 F.2d 14u, 133 (Yth e¢ir. 1959 )3 B-160015,

N

The Bank notes that 12 U,.5.C. 1703(e){1570) permits the Secretary of
ing and Urbon Development to welve compliance with the regulatdons

ning FUA leee insurence, However, meither that section nor any other
statute vests authority in the Secretary to waive complisnce with a statutory
vegquivement such as the prepayment of premimws required by 12 U,S.C, 1703
(£)(1870), FTorx 1hat reason the Secretary's wailver authority does not

allow reimbursement of the Bank for Lts loss. See B-172965, supra.

Accordingly, the voucher involved, which {s being returned herewith
tormether with the claim £ile to the Authorized Cextifying 0fficer, may not
bo ceriified for payment,
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R Comptroller General
- of the United States
Enclosura






