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§206.127

and deliver it to the borrower and sat-
isfy the mortgage of record.

(g) Sale of the acquired property. (1)
Upon acquisition of the property by
foreclosure or deed in lieu of fore-
closure, the mortgagee shall take pos-
session of, preserve, and repair the
property and shall make diligent ef-
forts to sell the property within six
months from the date the mortgagee
acquired the property, or such addi-
tional time as provided by the Commis-
sioner. The mortgagee shall sell the
property for an amount not less than
the appraised value (as provided under
paragraph (b) of this section) unless
the mortgagee does not file an applica-
tion for insurance benefits or written
permission is obtained from the Com-
missioner authorizing a sale at a lower
price.

(2) Repairs shall not exceed those re-
quired by local law, or the require-
ments of the Commissioner or the Sec-
retary of Veterans Affairs if the sale of
the property is financed with a mort-
gage insured by the Commissioner or
guaranteed, insured, or taken by the
Secretary of Veterans Affairs. No other
repairs shall be made without the spe-
cific advance approval of the Commis-
sioner.

(3) The mortgagee shall not enter
into a contract for the preservation, re-
pair, or sale of the property with any
officer, employee, or owner of ten per-
cent or more interest in the mortgagee
or with any other person or organiza-
tion having an identity of interest with
the mortgagee or with any relative of
such officer, employee, owner, or per-
son.

(4) The Commissioner may provide fi-
nancial incentive, in an amount to be
determined by the Commissioner, to be
paid by the mortgagee and reimbursed
through a subsequent claim when a
bona fide tenant vacates the property
prior to an eviction being initiated by
the mortgagee.

§206.127 Application for insurance
benefits.

(a) Mortgagee acquires title. (1) The
mortgagee shall apply for the payment
of the insurance benefits within 30 days
after the sale of the property by the
mortgagee or within such additional
time as approved by the Commissioner.
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Application shall be made by notifying
the Commissioner of the sale of the
property, the sale price, and income
and expenses incurred in connection
with the acquisition, repair, and sale of
the property.

(2) If the property will not be sold
within six months from the foreclosure
sale date where the mortgagee is the
successful bidder, the mortgagee shall
apply for the insurance benefit not
later than 30 days after the end of the
six-month period, substituting the ap-
praised value, using a valid appraisal,
for the sale price. The mortgagee may
add the cost of the appraisal to the
claim amount.

(b) Party other than the mortgagee ac-
quires title. The mortgagee shall apply
for the payment of the insurance bene-
fits within 30 days after a party other
than the mortgagee acquires title to
the property. Application shall be
made by notifying the Commissioner of
the sale of the property and the sale
price. Transferring a portfolio that in-
cludes REO properties to another enti-
ty does not constitute a ‘‘sale’ under
this section.

(c) Mortgagee assigns the mortgage.
The mortgagee shall file its claim for
the payment of insurance benefits
within 15 days after the date the as-
signment of the mortgage to the Com-
missioner is filed for recording. The ap-
plication for the payment of the insur-
ance benefits shall include the items
listed in §206.135(a) and the -certifi-
cation required under §206.136.

(d) Contract of insurance not termi-
nated. Mortgagees may only file an ap-
plication for insurance benefits pro-
vided the contract of insurance has not
terminated.

§206.129 Payment of claim.

(a) General. If the claim for the pay-
ment of the insurance benefits is ac-
ceptable to the Commissioner, pay-
ment shall be made in cash in the
amount determined under this section.

(b) Limit on claim amount. (1) For
HECMs assigned Case Numbers prior to
September 19, 2017, in no case may the
claim paid under this subpart exceed
the maximum claim amount. The in-
terest allowance provided in para-
graphs ()3)(x), (€)(2), and (f)(2)({1) of
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