
, 9 ~THE COMPTPLLLER GENERAL

DECISION OF THE UNITED STATES

WASHINGTON, C . 20548

FILE:B-185196O DATE: MAR 1 2 SJ7

MATTER OF: Atlanxjtic ank of S. Jacksonville, FiV# - g qgq
rIIIA loan insuranvC

DIGEST: Banrk requested Fadeval H;0usinz pA iatration reLf-

burvtemnt under iasurnce t polr5U-0:t i.o 12 lS.C. 1703 for

loss sustained vthen bor'zcr ued<zul;ted on hor;le *r.:provrcnnt
1o0n. iie E Sta s it Xel-orted loa. to ilAx, as rcc-'red,

FlS lias o re acord Lhat bank: hc.d L-plied for. locnC iiSlurL'il

and coaczucatly bv-an tk-a noL lilled for a I .d l v-) cy Lhe

advancc prezaiiu- required by that atat-ute. iurt.-r, bank '1ad

tactual n-otlce that loz. is not izusrcd until t ;cw2~ed:d by

FA~at ;inL -n-r:'l~l~ y stantei!;ni-t aid b:J(- C-_Z..ca e-y ed -in no -4L

C. n t.i->ely ;_ais o . c.O thi Of loanl iz rlezt

L-Tf.LY' S' :ta n t by , _ ,-;,C cC:lu e

th't in. s:: of iwAng ok c ctUr nc;;tua ,cl. c I L-y loan

wcs nZct issurei and re ursca * ut vould ba l i)it,

f~u L m 7:irLt' 7 sit,, i.s eLlkac g~t C. ¢;~cr .u f c;3.~ uxstct 1Z !~t7 r.. ise

outh &:zCirsiuon us to thial p!rc~lrjzLy o0 cc .y-n n t;G2 f 7$zat.V to

rao-icha (j') for .~a cf 0 of 11.of; of Rn a 7S ;,5

tha Lank n<t~ t-1-i:X; pl _ ycX-,-,>a c a ¢ ,ty Fr ica. PteC '.,;; tL 1

a.> Qlit>lt. 're 'for 1'cdcrai Fv"cin-7 i zt_-l$-.bX~, U'..'. -7sa..¢ e~~i:,S L

1O2Zt5 S'USic~.24...'.',}5 C--
1

r,- 1. Ofl 1c3'5 tdeZ £cr J> C ;Vc'a puo.E.or. s.

~' .~ c~. to tlc- for'~uc r~'~
OSV _ K; . 1 , 2C4 C 2 *;* I.1 v -: , 7he iA

6c-'C;.1Ci,'d tcS cleitl! 2s thLa loz in csLScT ha.1 vzz r..c V to

ti.3 f.or i -cura(.c in cScLp4ic-mC with 24 C;'.'Th. m) in . >...-
55tfi~z. wj~at ; .- G. ever bcca ,_iu~ '.;tch t>;o `val -:L 'i'lle ,J

chere £ore con-1acled Lth loan waa Z-ot iL- Ln l~ur.-- t.auDs.

12 t?.',t:j.cliC_(~.'7' StILLe tht~at OL -)rCT.Alu, silall Lie X rze
12 W. i7Cu~~~f)(V)70) st1Sta .pt~t~s~ eCaL1e1I

by the l!. for in r<n^nce xrz.lLCa uitindor Lhi.t &;i" ' i ruinr

81s0 t .at "UCh proYM-li.zan clz-,; Chall La Pvac -Ln r :ic' Liy ";, 4

fin enci'n i..latitu on and Xii~ll be paid; a>t SUC£n t.' .l sc t "c-lrnet

LaS tLzav L-- }r'iy tie Z: ; CLaetary KCJ 7:cusin; cnd 'Uzliav Lcvc1l(,pert7."

(Lum"I3tl.;sis Z"..plice>a) See r;-&./4Jaruaryr2>ifyr 4Jb5 24

CA.1. . `u`Y.16J, issued u-der thbe authority cf 12 L!.5 .C 17'(I:)(V)7Q)

States tha., L

55 comp, Gen..** zoo. 0



"Within 31 doys after the loan is rmadc
or the note is .urcmbaed fo'2 the denler
tho leicer su'xnits t.ao ntc , ocleral Uoiitirg

&CminitSrac4 on in,6ividuziL ruports sts<
forth on a prescriLbed forr, te ccLeils of
ea-ih trrnmsac Lion. 'Ihis infov mation, inclu-
ding th l ne e of thec bovro-,mr, the iocatklu
of the prc-<,orty, thloe e..aourtt of loran iunced#
the fiunmce clLr;es the dste of the note,
and the tems of pyticaLnt is the Iasis for com-
puti&,th .i ce .epren hih - :iL l be
dJue ernd pz-yte'ble Li thz lender ared is th'l
c ft fial'3 vcord o£ th>e trsenrcLionl pi h the

6rSt.io%.X 1'iis renort resul s in til e
cUtO.7UW C ill. o ts e na

24 C.F. 2A)O. 1751 pr ovid*er furtlh;r tOhnE

f- rerula C~ provide tor .- Uain

of V!M.;a ci1r1 c~v 1iC~tJ ~C4l aZC fl> stiO Co

E4 .FJ..t; Z' ,~ cso ~ta-te.<:, t4;o..,e; si,'$ effect than
"Lc~.n ~hi1LL"~'dC n o rradonth pc.alrle

1as~~iŽ~cn, . C. w .i Tiv - iso th edat

once e h i;'yrioan:nt rti o rh ta V , a I n -
Bl,,a~ e (l1: 'n 3lir ,<n-^.isi 1- lf;riod; 5lc -r C -Ce ip 

0 I% totl~sel "'h ena� 'K,Sc.e tiC.ur-_lwIC4e,ecE fy th^e Con-

2nt4 C.'.rt,, 20rc1. also stlote to t.e $iAe eoffct, i'lac..

F;-o~ttS.S Vlit.l I.he rt-) ofth zL icoM the pbrc tcriebd

ftvtUjLIx,

t2.C.rJ~i LC.;.os C . wi LCJ hoI I viii Vi nrt li^e d ane

of L'ae trioe o r at-e uyrci %.;Idh i- ndS purncc;'rsel.'i

Tc2. , 2 pure on nhon' imp t.ovmnt loanz ueLh tha eVcA, a lonni A
1istx .tlia 1o zcrit ras tOt loan to th.et tihe on fuamz1 to th e benoa.

Fell.01tin.. it-'-.4i ILt '.ile top of trhe be2Av!3 zr: tlhe l_. c--.l(

tbey appazb~r sn yVotr -.-~ ll> tvFtmterst rmid i'n>sr-t1rtCC c'aa,-,es piai( 'ts

lists tLie lone S.: 8 f -Ll llly 5L~ai:C-t--znL v.-;Uhi~sl iS os-u2d to thse Larnl'.;,
Then the bt>;.c pe>ys tlie peo;.Aic p-rcr-IL for thC l3ct to rVi., and
the loan ners an Inmured stnus. Ieportl an^ lazan to siviA 1s tnus
the rnecessary fiIzt stcr to iiA. insurn-cc coverrae .for that loan,
A; 1THA stfatcd in its letter of A-pril 1, t75 to t3a 3 Bzik, if C loa
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for which a lonc'in!1 institution has requested insurance does not appear

on the Mronthly VU£tmer.Qnt, t he lending institution should reapply for La-
isurance for that loan if it still desires insurance.

In the cz.ae at hand, the note was issued on March 12, 1974 and t
into default on !2ay 15, 1974, The Bank alleges that on March 12, 1974 it .
reportccl tl-e loan to a;-A as required, However, FHA has stated that it has no

rccord of raoccinv a, the t enk's loan insurance: application. Since it had
no record e£ t- uolicaLion, F1IA never acknowledged the loan as insured
and vevcr Lill.Cl tie e P3-.n1; for the appropriate premium. Although the bank}
tpp arently cr1ll cci c the anount of the initial preraium from the. borrowers
thi-s Nas rcbcs.le tv the bank in a special account and never forwarded to
ERA. Thtie h'; i-Lr nor. effirmatively established that EllA either received
tihle r rcpo.ct or wca.- othcrwise negligent in handling the loan application.

The mnk st,-a'c in a letter of July 25, 1975 that due to an adhin-
i.strativ On - l--t t ;d to notice that the loan in question was not
H3.itci oa t el.rnZ etate:ent it received the month after it had allegedly

a.--. r, t f 'e'e L.-r te-ia loan in question. tiowever, it was on actual
O'ciCe f ;0:-1A ',,tLt a loan will not. be considered insured until it

epmn3Wal4C o-a tlit end the required premium is paid. Timely review

.. ,v~f3 reoy oor-r Pf,\ -iac0osed the nonreccipt (or failure to acknowledge)

of tie r-cŽ ort Ly ..ii. Ii any case, the bank's action in placing the in-
Sr-3 c'.ectcd from the borrotwer into one of its own internal

eccc--zcuts v -c, h tlr to date re.3ioves all doubt that it was aware
an~t a sc' cc5r. t-ion for coverage-.paysrent of the premium--had not been met.

I~n c.. cuist.,cs -very s;3iilr to the instnnt case, we stated in

L-172%!, 2ui-R 19j, l71, that payment of the insurance premium in advance,
f7s rc*uirc6 bly 12 17 3(f), is necessary for a loan to be eligible
forinrcna e It is thl; responsibility of each lending institution to

-crtain 117s.t itLS Trem.it *.7 have been paid to FHA, and to tale all steps
ncc^,Zary or "£V!C ;1t, ( *. C~itizens IZational ThTust & SaV bnrSank P of
Tlos. v. Xcil'~.~s, 2'U i.2d l2x, 133 (,;Lh rr. v6) B.160011,
itvc;.C~lb 9 i/ - .1 April 12, 1971.

The L c nortce that 12 U.s.C. 1703(e)(1970) peri.dts the Secretary of
.Ous'in& and trbC! Dcvc.oiant to waive compliance with the regulations
zo-ovcrn:-.rr; i-, 17-A 1cn inurnance. However, neither that section nor any other
statute vcetst authority in the Secretary to waive comolience with a statutory

l'eue'J'nt such'l f.:s the) prepa5Tient of prmiuras required by 12 U.S.C. 1703
(f)'(1l97/). Ior tliat reason the Secretary's waiver authority does not

allow reitnbursenteant of the rBank for its loss. See B-172965, supra.

Accordinaly, the voucher involved, which is being returned herewith
toeether vit! the claim file to the Authorized Certifying Officer, may not
bo certified for payment.

wrr'x Comptroller General
of the United States
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3




