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(i) On the date the assignment of the 
note and security instrument or instru-
ments are filed for record, the lender 
shall notify the Commissioner and the 
Office of Finance and Accounting by 
telegram of such recordation. 

§ 241.885 Insurance benefits. 

(a) Method of payment. Payment of 
claims shall be made in the following 
manner: 

(1) Payment in cash. Unless a written 
request for payment in debentures is 
filed with the application, payment 
shall be made in cash. 

(2) Optional payment in debentures. 
Payment shall be made in debentures 
upon the filing of a written request for 
same with the application. 

(b) Amount of payment. Upon accept-
able assignment of the note and secu-
rity instrument to the Commissioner, 
the insurance benefits shall be paid in 
an amount equal to 90 percent of the 
amount determined as follows: 

(1) By adding to the unpaid principal 
amount of the loan, computed as of the 
date of default, the following items: 

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

(ii) Any advances approved by the 
Commissioner made previously by the 
lender under the provisions of the note 
or security instrument or instruments. 

(iii) Reimbursements for such rea-
sonable collection costs, court costs, 
and attorney’s fees as may be approved 
by the Commissioner. 

(iv) Any loan insurance premiums 
paid after default. 

(v) If payment is made in cash, an 
amount equivalent to the debenture in-
terest which would have been earned 
thereon, as of the date such cash pay-
ment is made, except when the lender 
fails to meet any one of the applicable 
requirements of §§ 241.850, 241.875, and 
241.880, within the specified time and in 
a manner satisfactory to the Commis-
sioner (or within such further time as 
the Commissioner may approve in writ-
ing), the interest allowance in such 
cash payment shall be computed only 
to the date on which the particular re-
quired action should have been taken 
or to which it was extended. 

(2) By deducting from the total of the 
items computed under paragraph (b)(1) 
of this section the following items: 

(i) Any amount received by the lend-
er on account of the loan after the date 
of default. 

(ii) Any net income received by the 
lender from the property covered by 
the note or security instrument and 
not applied to prior debts held by the 
lender. 

(iii) The sum of the cash items re-
tained by the lender pursuant to 
§ 241.880(h) (1) and (2). 

§ 241.890 Characteristics of deben-
tures. 

Debentures issued in settlement of 
insurance claims under this subpart 
shall have the same characteristics and 
the same requirements for registration 
and redemption as those issued pursu-
ant to subpart B of this part except 
that debentures shall bear interest at 
the rate in effect as of the date the 
commitment was issued, or as of the 
date the loan was first endorsed for in-
surance, whichever rate is higher, and 
shall mature 10 years from the date of 
issue which date shall be the date of 
execution of the assignment of the loan 
to the Commissioner. 

§ 241.893 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 49817, Sept. 30, 1994] 

ASSIGNMENTS 

§ 241.895 Assignment of insured loans. 

(a) An insured loan may be trans-
ferred only to a transferee who is a 
lender approved by the Commissioner. 
Upon such transfer and the assumption 
by the transferee of all obligations 
under the contract of insurance the 
transferor shall be released from its ob-
ligations under the contract of insur-
ance. 

(b) The contract of insurance shall 
terminate with respect to loans de-
scribed in paragraph (a) of this section 
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upon the happening of either of the fol-
lowing events: 

(1) The transfer or pledge of the in-
sured loan to any person, firm or cor-
poration, public or private, other than 
an approved lender. 

(2) The disposal by a lender of any 
partial interest in the insured loan to 
other than an approved lender. 

EXTENSION OF TIME 

§ 241.897 Actions to be taken by lend-
er. 

With respect to any action required 
of the lender within a period of time 
prescribed by this subpart, the Com-
missioner may extend such period. 

RIGHTS IN HOUSING FUND 

§ 241.900 No vested right in fund. 
Neither the lender nor the borrower 

shall have any vested or other right in 
the General Insurance Fund. 

§ 241.905 Effect of amendments. 
The regulations in this subpart may 

be amended by the Commissioner at 
any time and from time to time in 
whole or in part, but such amendment 
shall not adversely affect the interests 
of a lender under the contract of insur-
ance on any loan already insured and 
shall not adversely affect the interests 
of a lender on any loan to be insured on 
which the Commissioner has made a 
commitment to insure. 

Subpart E—Insurance for Equity 
Loans and Acquisition 
Loans—Eligibility Require-
ments 

SOURCE: 57 FR 12037, Apr. 8, 1992, unless 
otherwise noted. 

§ 241.1000 Purpose and scope. 
(a) Section 231 of the Emergency Low 

Income Housing Preservation Act of 
1989 (‘‘ELIHPA’’) amended the National 
Housing Act by adding a new sub-
section (f) to section 241. This section 
authorizes the Secretary to provide in-
surance for an equity loan as a vehicle 
for the owner of an eligible multi-
family project to capture a portion of 
the project’s equity, in connection with 

a plan of action approved by the Com-
missioner under ELIHPA. 

(b) Section 602 of the Low-Income 
Housing Preservation and Resident 
Homeownership Act of 1990 
(‘‘LIHPRHA’’) amended section 241 by 
expanding its scope to include both eq-
uity loans for owners, and acquisition 
loans for purchasers, under a plan of 
action approved under the provisions of 
the 1990 Act, and by making other 
changes. The provisions of section 
241(f) as amended by LIHPRHA are ap-
plicable to owners with plans of action 
being processed under part 248, subpart 
B of this chapter, which implements 
LIHPRHA. 

(c) The provisions of section 241(f) of 
the Act as they were in effect prior to 
LIHPRHA remain in effect for owners 
with plans of action being processed 
under part 248, subpart C of this chap-
ter, which implements ELIHPA. 

(d) The insurance of an equity loan or 
acquisition loan under subpart E of 
this part may be provided only as a 
specific element of a plan of action ap-
proved by the Commissioner under part 
248 of this chapter and is not available 
under any other departmental pro-
gram. 

(e) Unless otherwise indicated, the 
provisions of subparts E and F of this 
part are applicable to loans insured in 
connection with plans of action being 
processed under either subpart B or C 
of part 248 of this chapter. 

(f) An owner or purchaser may obtain 
both a rehabilitation loan under sub-
part A of this part and an equity loan 
or acquisition loan under subpart E of 
this part. 

§ 241.1005 Definitions. 
(a) All of the definitions of § 241.1 

apply to equity and acquisition loans 
insured under subpart E of this part ex-
cept the following definitions: 

§ 241.1(i)—Borrower; 
§ 241.1(k)—Energy conserving improvements; 
§ 241.1(1)—Solar energy system. 

(b) As used in subpart E of this part, 
the following terms have the meaning 
indicated: 

Acquisition loan means a loan or ad-
vance of credit made to a purchaser of 
eligible low income housing which is 
made for the purpose of implementing 
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