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payable clause substituting the Com-
missioner as the holder of the security;

(e) The assignment to the Commis-
sioner of all rights and interests aris-
ing under the loan, and all claims of
the lender against the borrower or oth-
ers arising out of the loan transaction;

(f) Any title evidence held by the
lender;

(g) All property of the borrower held
by the lender or to which it is entitled
and, if the Commissioner elects to
make payments in debentures, all cash
held by the lender or to which it is en-
titled, including deposits made for the
account of the borrower and which
have not been applied in reduction of
the principal loan indebtedness;

(h) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction;

(i) Any additional information or
data which the Commaissioner may re-
quire.

(Approved by the Office of Management and
Budget under control number 2502-0051)

[36 FR 24508, Dec. 22, 1971, as amended at 49
FR 21319, May 21, 1984; 80 FR 51468, Aug. 25,
2015]

§203.477 Certificate by lender when
loan assigned.

At the time of the assignment of the
loan, the lender shall certify to the
Commissioner that:

(a) The amount stated in the instru-
ment of assignment is actually due and
owing on the loan;

(b) There are no offsets of counter-
claims thereto, and the financial insti-
tution has a good right to assign.

(c) The mortgage transaction did not
involve a first mortgage and the mort-
gage is prior to all mechanics’ and
materialmen’s liens filed of record, re-
gardless of when such liens attach, and
prior to all liens and encumbrances
other than a first mortgage, or defects
which may arise except such liens or
other matters as may have been ap-
proved by the Commissioner.

[36 FR 34508, Dec. 22, 1971, as amended at 45
FR 33967, May 21, 1980; 49 FR 21320, May 21,
1984]

§203.478 Payment of insurance bene-
fits.

(a) Claim computation, items included.
Upon acceptable assignment of the
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note and security instruments, the
Commissioner shall pay the lender an
amount equal to the unpaid principal
balance of the loan, plus:

(1) Any accrued interest due as of the
date of execution of the assignment of
the loan to the Commissioner.

(2) Any advances made previously
under the provisions of the loan instru-
ment and approved by the Commis-
sioner.

(3) Reimbursement for such reason-
able collection costs, court costs and
attorney’s fees as may be approved by
the Commissioner.

(4) Reimbursement for premiums
paid on any hazard insurance policies
held on the property.

(5)(1) If payment is made in cash on a
mortgage endorsed for insurance on or
before January 23, 2004, an amount
equivalent to the debenture interest
that would have been earned, as of the
date insurance settlement occurs, ex-
cept that where the lender fails to
meet any one of the requirements of
§§203.476 and 203.477 and such failure
continues for more than 30 days (or
such further time as the Commissioner
may approve in writing), the debenture
interest shall be computed for 30 days
or the extended period;

(ii) If payment is made in cash on a
mortgage endorsed for insurance after
January 23, 2004, debenture interest at
the rate specified in §203.479 from the
date specified in §203.486 to the date in-
surance settlement occurs, except that
where the lender fails to meet any one
of the requirements of §§203.476 and
203.477 and such failure continues for
more than 30 days (or such further
time as the Commissioner may approve
in writing), the debenture interest
shall be computed for 30 days or the ex-
tended period.

(b) Claim computation, items deducted.
If the lender is to receive cash, there
shall be deducted from the total of the
added items in paragraph (a) of this
section any cash held by the lender or
to which it is entitled including depos-
its made for the account of the bor-
rower and which have not been applied
in reduction of the principal loan in-
debtedness.

(c) Method of payment. Payment of an
insurance claim shall be made in cash,
in debentures, or in a combination of
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both, as determined by the Commis-
sioner either at, or prior to, the time of
payment.

(d) Special provision—payment in de-
bentures. All of the provisions of
§§203.479 through 203.487 of this subpart
shall be applicable in connection with
the payment in debentures of insurance
benefits under this subpart.

[36 FR 24508, Dec. 22, 1971, as amended at 71
FR 35994, June 22, 2006; 80 FR 51468, Aug. 25,
2015]

§203.479 Debenture interest rate.

(a) Debentures shall bear interest
from the date of issue, payable semi-
annually on the first day of January
and on the first day of July every year
at the rate in effect as of the date the
commitment was issued, or as of the
date the loan was endorsed for insur-
ance, whichever rate is higher. The ap-
plicable rates of interest will be pub-
lished twice each year as a notice in
the FEDERAL REGISTER.

(b) For mortgages endorsed for insur-
ance after January 23, 2004, if an insur-
ance claim is paid in cash, the deben-
ture interest rate for purposes of calcu-
lating such a claim shall be the month-
ly average yield, for the month in
which the default on the mortgage oc-
curred, on United States Treasury Se-
curities adjusted to a constant matu-
rity of 10 years.

[71 FR 35994, June 22, 2006]

§203.481 Maturity of debentures.

Debentures shall mature 10 years
from the date of issue.

§203.482 Registration of debentures.

Debentures shall be registered as to
principal and interest.

§203.483 Forms and amounts of deben-
tures.

Debentures issued under this part
shall be in such form and amounts; and
shall be subject to such terms and con-
ditions; and shall include such provi-
sions for redemption, if any, as may be
prescribed by the Secretary, with the
approval of the Secretary of the Treas-
ury; and may be in book entry or cer-
tificated registered form, or such other

form as the Secretary by regulation
may prescribe.

[59 FR 49816, Sept. 30, 1994]

§203.484 Redemption of debentures.

Debentures shall, at the option of the
Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued interest
on any semiannual interest payment
date on 3 months’ notice of redemption
given in such manner as the Commis-
sioner shall prescribe. The debenture
interest on the debentures called for
redemption shall cease on the semi-
annual interest payment date des-
ignated in the call notice. The Com-
missioner may include with the notice
of redemption an offer to purchase the
debentures at par plus accrued interest
at any time during the period between
the notice of redemption and the re-
demption date. If the debentures are
purchased by the Commissioner after
such call and prior to the named re-
demption date, the debenture interest
shall cease on the date of purchase.

§203.486 Issue date of debentures.

The debentures shall be issued as of
the date of the execution of the assign-
ment of the loan in accordance with
the requirements of §203.476(c).

§203.487 Cash adjustment.

Any difference of less than $50 be-
tween the amount of debentures to be
issued to the lender and the total
amount of the lender’s claim, as ap-
proved by the Commissioner, may be
adjusted by the issuance of a check in
payment thereof.

[59 FR 49816, Sept. 30, 1994]

§203.488 Sale of interests in insured
loans.

No lender may sell or otherwise dis-
pose of any insured loan or group of in-
sured loans, or any partial interest in
such loan or loans by means of any
agreement, arrangement or device ex-
cept pursuant to this subpart.

§203.489 Sale of insured loan to ap-
proved lender.

An insured loan may be sold to an-
other approved lender. The seller shall
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