Office of Assistant Secretary for Housing, HUD
Mortgage Insurance Fund shall be construed to refer to the General Insurance Fund.
[36 FR 24587, Dec. 22, 1971, as amended at 37
FR 8663, Apr. 29, 1972; 41 FR 42949, Sept. 29,
1976; 42 FR 29304, June 8, 1977; 47 FR 30754,
July 15, 1982; 48 FR 28807, June 23, 1983; 51 FR
21874, June 16, 1986; 52 FR 8069, Mar. 16, 1987;
52 FR 28470, July 30, 1987; 52 FR 48204, Dec. 21,
1987; 53 FR 9869, Mar. 28, 1988; 55 FR 34810,
Aug. 24, 1990; 61 FR 37801, July 19, 1996]
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§ 221.252

Substitute mortgagors.

(a) Selling mortgagor. The mortgagee
may effect the release of a mortgagor
from personal liability on the mortgage note only if it obtains the Commissioner’s approval of a substitute
mortgagor, as provided by this section.
(b) Purchasing mortgagor. The Commissioner may approve a substitute
mortgagor with respect to any mortgage insured under subpart A of this
part, if the substitute mortgagor is to
occupy the dwelling as a principal residence or a secondary residence (as
these terms are defined in § 221.20(c)) or
is a private nonprofit or public entity
as provided in section 221(h) of the National Housing Act.
(c) Applicability—current mortgagor.
Paragraph (b) of this section applies to
the Commissioner’s approval of a substitute mortgagor, only if the mortgage executed by the original mortgagor met the conditions of § 203.258(c)
of this chapter.
(d) Applicability—earlier mortgagor.
The occupancy and similar requirements set forth in § 203.258(d) of this
chapter apply to mortgages insured
under subpart A of this part.
(e) Mortgagees approved for participation in the Direct Endorsement program under § 203.3 of this chapter may,
subject to limitations established by
the Commissioner, themselves approve
an appropriate substitute mortgagor
under the section and need not obtain
further specific approval from the
Commissioner.
(f) Definition. As used in this section,
the term substitute mortgagor includes:
(1) Persons who, upon the release by
a mortgagee of a previous mortgagor
from personal liability on the mortgage note, assume this liability and
agree to pay the mortgage debts and

§ 221.254

(2) Persons who purchase without assuming liability on the mortgage note
or purchase where no release is given
by the mortgagee to the previous mortgagor.
[55 FR 34810, Aug. 24, 1990, as amended at 57
FR 58351, Dec. 9, 1992]

§ 221.254 Mortgage
insurance
premiums.
(a) All of the provisions of §§ 203.260
through 203.295 of this chapter relating
to mortgage insurance premiums shall
apply to mortgages insured under this
subpart, except that as to mortgages
meeting the special requirements of
§ 221.60 or § 221.65, such provisions shall
only be applicable under the circumstances prescribed in paragraph (b)
of this section. Notwithstanding any
provision in the mortgage instrument,
there shall be no adjusted mortgage insurance premium or voluntary termination charge due the Commissioner on
account of the prepayment of any
mortgage or the voluntary termination
of any mortgage insurance contract
where (1) The mortgage is prepaid in
full, or (2) the Commissioner receives a
request for voluntary termination on
or after May 1, 1972.
(b) Whenever the interest rate on a
mortgage insured under this part as
having met the special requirement of
§ 221.60 or § 221.65 shall have been increased to the maximum rate in accordance with § 221.60(j), § 221.65(d)(4), or
§ 221.65(d)(5), the provisions of §§ 203.260
through 203.295 of this chapter relating
to mortgage insurance premiums shall
apply except that:
(1) References to the original principal amount shall be construed as the
scheduled unpaid principal balance,
without taking into account delinquent payments or prepayments, on
the date of the change in interest rate
required under the mortgage.
(2) References to the date of the
issuance of a Mortgage Insurance Certificate or the date of the endorsement
of the credit instrument or the date
the insurance becomes effective shall
be construed as the date of the change
in interest required under the mortgage.
(3) References to the first year of amortization under the mortgage shall be
construed as the period beginning on
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the date of the change in interest rate
required under the mortgage and ending on the next anniversary of the beginning of amortization.
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[36 FR 24587, Dec. 22, 1971, as amended at 37
FR 8663, Apr. 29, 1972]

§ 221.255 Assignment option.
(a) A mortgagee holding a mortgage
insured pursuant to a conditional or
firm commitment issued on or before
November 30, 1983 has the option to assign, transfer and deliver to the Commissioner the original credit instrument and the mortgage securing it,
provided the mortgage is not in default
at the expiration of 20 years from the
date of final endorsement of the credit
instrument. In processing a mortgagee’s claim for insurance benefits
under this section, the Commissioner
may direct the mortgagee to assign,
transfer and deliver the original credit
instrument, and the mortgage securing
it, directly to the Government National Mortgage Association (GNMA).
Upon such assignment, transfer and delivery, either to the Commissioner or
to GNMA, as directed, the mortgage insurance contract shall terminate and
the mortgagee shall be entitled to receive insurance benefits in accordance
with this section.
(b) The mortgagee may exercise its
assignment option within 1 year following the twentieth anniversary of
the date the mortgage was endorsed for
insurance.
(c) Upon the exercise of the assignment option the Commissioner shall
issue to the assignor mortgagee debentures having a total face value equal to
the amount of the original principal
obligation of the mortgage which was
unpaid on the date of the assignment,
plus accrued interest to such date.
(d) The debentures issued pursuant to
the exercise of an assignment option
shall be dated as of the date the mortgage is assigned to the Commissioner
and shall mature 10 years after such
date.
(e) The debentures issued pursuant to
the exercise of an assignment option
shall bear interest at the going Federal
rate at date of issuance. The going Federal rate means the annual rate of interest specified by the Secretary of the
Treasury as applicable to the 6-month

period which includes the issuance date
of the debentures. The Secretary of the
Treasury shall determine this applicable rate by estimating the average
yield to maturity, on the basis of daily
closing market bid quotations or prices
during the month of May or the month
of November, as the case may be, next
preceding such 6-month period, on all
outstanding marketable obligations of
the United States having a maturity
date of 8 to 12 years from the first day
of May or November, as the case may
be. If there should be no outstanding
marketable obligations of the United
States having the 8 to 12 year maturity
at the time the Secretary of the Treasury is required to determine the debenture rate involved, the obligation next
shorter than 8 years and the obligation
next longer than 12 years respectively,
shall be used.
(f) Debentures shall bear interest
from the date of issue, payable semiannually on the first day of January
and the first day of July of each year
at the rate in effect on the issue date,
a date which shall be established as
provided in § 203.410 of this chapter. The
interest rate shall be established by
the Commissioner in an amount not in
excess of the annual rate of interest
which the Secretary of the Treasury
shall specify as applicable to the 6month period (consisting of January
through June, or July through December) which includes the issuance date
of such debentures, which applicable
rate for each 6-month period shall be
determined by the Secretary of the
Treasury, at the request of the Commissioner, by estimating the average
yield to maturity, on the basis of daily
closing market bid quotations or prices
during the calendar month next preceding the establishment of such rate
of interest, on all outstanding marketable obligations of the United States
having a maturity date of 15 years or
more from the first day of such next
preceding month, and by adjusting
such estimated average annual yield to
the nearest one-eighth of 1 per centum.
[36 FR 24587, Dec. 22, 1971, as amended at 49
FR 12697, Mar. 30, 1984]
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