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any mortgagor from the Mutual Mort-
gage Insurance Fund shall be final and 
conclusive. 

§ 203.426 Inapplicability to housing in 
older declining urban areas. 

The provisions of §§ 203.420 through 
203.425 shall not apply to mortgages fi-
nancing housing in declining urban 
areas meeting the requirements of 
§ 203.43a. 

§ 203.427 Statute of limitations on pay-
ment of distributive shares. 

The Commissioner shall not dis-
tribute any distributive share to an eli-
gible mortgagor under § 203.423 begin-
ning on the date which is six years 
after the date the Commissioner first 
transmitted written notification of eli-
gibility to the last known address of 
the mortgagor, unless the mortgagor 
has applied in accordance with proce-
dures prescribed by the Commissioner 
for payment of the share within the 
six-year period. The Commissioner 
shall transfer any amounts no longer 
eligible for distribution under this sec-
tion from the Participating Reserve 
Account to the General Surplus Ac-
count. 

[59 FR 49816, Sept. 30, 1994] 

SALE, ASSIGNMENT AND PLEDGE OF 
INSURED MORTGAGE 

§ 203.430 Sale of interests in insured 
mortgages. 

No mortgagee may sell or otherwise 
dispose of any insured mortgage, or 
group of insured mortgages, or any par-
tial interest in such mortgage or mort-
gages by means of any agreement, ar-
rangement or device except pursuant 
to this subpart. 

§ 203.431 Sale of insured mortgage to 
approved mortgagee. 

An insured mortgage may be sold to 
another approved mortgagee. The sell-
er shall notify HUD of the sale within 
15 calendar days, on a form prescribed 
by HUD and acknowledged by the 
buyer. 

[45 FR 27929, Apr. 25, 1980] 

§ 203.432 Effect of sale of insured 
mortgage. 

When an insured mortgage is sold to 
another approved mortgagee, the buyer 
shall thereupon succeed to all the 
rights and become bound by all the ob-
ligations of the seller under the con-
tract of insurance and the seller shall 
be released from its obligations under 
the contract, provided that the seller 
shall not be relieved of its obligation to 
pay mortgage insurance premiums 
until the notice required by § 203.431 is 
received by HUD. 

[45 FR 27929, Apr. 25, 1980] 

§ 203.433 Assignments, pledges and 
transfers by approved mortgagee. 

(a) An assignment, pledge, or transfer 
of an insured mortgage or group of in-
sured mortgages, not constituting a 
final sale, may be made by an approved 
mortgagee to another approved mort-
gagee provided the following require-
ments are met: 

(1) The assignor, pledgor or trans-
feror shall remain the mortgagee of 
record. 

(2) The Commissioner shall have no 
obligation to recognize or deal with 
any party other than the mortgagee of 
record with respect to the rights, bene-
fits and obligations of the mortgagee 
under the contract of insurance. 

(b) An assignment or transfer of an 
insured mortgage or group of insured 
mortgages may be made by an ap-
proved mortgagee to other than an ap-
proved mortgagee provided the require-
ments under paragraphs (a)(1) and (2) of 
this section are met and the following 
additional requirements are met: 

(1) The assignee or transferee shall be 
a corporation, trust or organization 
(including but not limited to any pen-
sion trust or profit-sharing plan) which 
certifies to the approved mortgagee 
that: 

(i) It has assets of $100,000 or more; 
and 

(ii) It has lawful authority to hold an 
insured mortgage or group of insured 
mortgages. 

(2) The assignment or transfer shall 
be made pursuant to an agreement 
under which the transferor or assignor 
is obligated to take one of the fol-
lowing alternate courses of action 
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within 1 year from the date of the as-
signment or within such additional pe-
riod of time as may be approved by the 
Commissioner: 

(i) The transferor or assignor shall 
repurchase and accept a reassignment 
of such mortgage or group of mort-
gages. 

(ii) The transferor or assignor shall 
obtain a sale and transfer of such mort-
gage or group of mortgages to an ap-
proved mortgagee. 

(c) Notice to or approval of the Com-
missioner is not required in connection 
with assignments, pledges or transfers 
pursuant to this section. 

§ 203.434 Declaration of trust. 
A sale of a beneficial interest in a 

group of insured mortgages, where the 
interest to be acquired is related to all 
of the mortgages as an entirety, rather 
than an interest in a specific mortgage 
shall be made only pursuant to a dec-
laration of trust, which has been ap-
proved by the Commissioner prior to 
any such sale. 

§ 203.435 Transfers of partial interests. 
A partial interest in an insured mort-

gage may be transferred under a par-
ticipation agreement without obtain-
ing the approval of the Commissioner, 
if the following conditions are met: 

(a) Principal mortgagee. The insured 
mortgage shall be held by an approved 
mortgagee which, for the purposes of 
this section, shall be referred to as the 
principal mortgagee. 

(b) Interest of principal mortgagee. The 
principal mortgagee shall retain and 
hold for its own account a financial in-
terest in the insured mortgage. 

(c) Qualification for holding partial in-
terest. A partial interest in an insured 
mortgage shall be issued to and held 
only by: 

(1) A mortgagee approved by the 
Commissioner; or 

(2) A corporation, trust or organiza-
tion (including, but not limited to any 
pension fund, pension trust, or profit- 
sharing plan) which certifies to the 
principal mortgagee that: 

(i) It has assets of $100,000 or more; 
and 

(ii) It has lawful authority to acquire 
a partial interest in an insured mort-
gage. 

(d) Participation agreement provisions. 
The participation agreement shall in-
clude provisions that: 

(1) The principal mortgagee shall re-
tain title to the mortgage and remain 
the mortgagee of record under the con-
tract of mortgage insurance. 

(2) The Commissioner shall have no 
obligation to recognize or deal with 
anyone other than the principal mort-
gagee with respect to the rights, bene-
fits and obligations of the mortgagee 
under the contract of insurance. 

(3) The mortgage documents shall re-
main in the custody of the principal 
mortgagee. 

(4) The responsibility for servicing 
the insured mortgages shall remain 
with the principal mortgagee. 

GRADUATED PAYMENT MORTGAGES 

§ 203.436 Claim procedure—graduated 
payment mortgages. 

All of the provisions of this subpart 
are applicable to mortgages insured 
under the provisions of § 203.45 except 
as provided in this section. 

(a) Beginning of Amortization means 
the date one month prior to the date of 
the first monthly payment to principal 
or interest. 

(b) The phrases unpaid principal bal-
ance of the loan or principal of the mort-
gage which was unpaid as used in this 
subpart, shall be construed to refer to 
the outstanding mortgage amount as 
increased by any accrued mortgage in-
terest which was unpaid pursuant to a 
financing plan approved by the Sec-
retary. 

[41 FR 42949, Sept. 29, 1976] 

COOPERATIVE UNIT MORTGAGES 

§ 203.437 Mortgages involving a dwell-
ing unit in a cooperative housing 
development. 

(a) The provisions of §§ 203.251(d), 
203.366 and 203.440 through 203.495 shall 
not apply to mortgages insured pursu-
ant to section 203(n) of the National 
Housing Act. 

(b) References in this subpart to the 
term deed and deed in lieu of foreclosure, 
or the word property when found in the 
phrases conveyance of property, acquisi-
tion of property, or other phrases indi-
cating transfer of property, shall be 
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