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§ 203.403 Items deducted from pay-
ment—conveyed and non-conveyed 
properties. 

There shall be deducted from the 
total of the added items in §§ 203.401 
and 203.402 the following cash items: 

(a) All amounts received by the mort-
gagee on account of the mortgage after 
the institution of foreclosure pro-
ceedings or the acquisition of the prop-
erty by direct conveyance or otherwise 
after default. 

(b) All amounts received by the mort-
gagee from any source relating to the 
property on account of rent or other 
income after deducting reasonable ex-
penses incurred in handling the prop-
erty. 

(c) All cash retained by the mort-
gagee including amounts held or depos-
ited for the account of the mortgagor 
or to which it is entitled under the 
mortgage transaction that have not 
been applied in reduction of the prin-
cipal mortgage indebtedness. 

(d) With regard to claims filed pursu-
ant to successful pre-foreclosure sales, 
all amounts received by the mortgagee 
relating to the sale of the property. 

[36 FR 24508, Dec. 22, 1971, as amended at 52 
FR 1329, Jan. 13, 1987; 59 FR 50145, Sept. 30, 
1994] 

§ 203.404 Amount of payment—as-
signed mortgages. 

Upon an acceptable assignment of a 
mortgage, the Commissioner shall pay 
to the mortgagee the unpaid principal 
balance of the loan at the time of as-
signment and an amount determined 
by: 

(a) Adding the following items: 
(1) Any accrued and unpaid mortgage 

interest. 
(2) Any advances made under the 

mortgage and approved by the Commis-
sioner. 

(3) Reimbursement for such costs and 
attorney’s fees as HUD finds were prop-
erly incurred in connection with the 
defaulted mortgage and its modifica-
tion and assignment to HUD. 

(4) For mortgages endorsed for insur-
ance on or before January 23, 2004, an 
amount equivalent to the debenture in-
terest that would have been earned on 
the portion of the insurance benefits 
paid in cash, as of the date such pay-
ment is made, and for mortgages en-

dorsed for insurance after January 23, 
2004, debenture interest at the rate 
specified in § 203.405(b), from the date 
specified in § 203.410 to the date of 
claim payment on the portion of the 
insurance benefits paid in cash, except 
that when the mortgagee fails to meet 
any one of the requirements of 
§§ 203.350(e), 203.351, and 203.353 of this 
chapter within the specified time and 
in a manner satisfactory to the Com-
missioner (or within such further time 
as the Commissioner may approve in 
writing), 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. 

(5) An administrative fee to the 
mortgagee for modifying the mortgage. 

(6) A fee for servicing the mortgage 
assigned to HUD, if HUD requires such 
servicing. 

(b) Deducting all cash retained by the 
mortgagee, including amounts held or 
deposited for the account of the mort-
gagor or to which it is entitled under 
the mortgage transaction that have 
not been applied in reduction of the 
principal mortgage indebtedness. 

(c) The mortgagee may not file for 
any additional payments of its mort-
gage insurance claim after six months 
from final payment by the Commis-
sioner. For the purpose of this section, 
the term final payment shall mean the 
payment which is made by the Com-
missioner based upon the submission 
by the mortgagee of all required docu-
ments and information pursuant to 
§ 203.351 of this part. 

[36 FR 24508, Dec. 22, 1971, as amended at 55 
FR 283, Jan. 4, 1990; 56 FR 3215, Jan. 29, 1991; 
61 FR 35019, July 3, 1996; 71 FR 35994, June 22, 
2006] 

§ 203.405 Debenture interest rate. 
(a) Debentures shall bear interest 

from the date of issue, payable semi-
annually on the first day of January 
and the first day of July of each year 
at the rate in effect as of the day the 
commitment was issued, or as of the 
date the mortgage was endorsed for in-
surance, whichever rate is higher. For 
applications involving mortgages origi-
nated under the single family Direct 
Endorsement program, debentures 
shall bear interest from the date of 
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issue, payable semiannually on the 
first day of January and on the first 
day of July of each year at the rate in 
effect as of the date the mortgage was 
endorsed for insurance; 

(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] 

§ 203.406 Maturity of debentures. 
Debentures shall mature 20 years 

from the date of issue. 

§ 203.407 Registration of debentures. 
Debentures shall be registered as to 

principal and interest. 

§ 203.408 Form and amounts of deben-
tures. 

Debentures issued under this part 
shall be in such form and amounts; and 
shall be subject to such term 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] 

§ 203.409 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 three months’ notice of re-
demption given in such manner as the 
Commissioner shall prescribe. The de-
benture interest on the debentures 
called for redemption shall cease on 
the semiannual interest payment date 
designated 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. 

§ 203.410 Issue date of debentures. 

(a) Conveyed properties, claims without 
conveyance, pre-foreclosure sales— Where 
the property is conveyed to the Com-
missioner, or the mortgagee or other 
party acquires title to the property 
under the claim without conveyance 
procedure or the pre-foreclosure sale 
procedure, debenture shall be dated: 

(1) If issued prior to September 2, 
1964, or issued on or after such date and 
a certificate of claim is also issued, as 
of one of the dates as follows: 

(i) The foreclosure proceedings were 
instituted; 

(ii) The property was otherwise ac-
quired by the mortgagee after default; 

(iii) The property was acquired by 
the Commissioner, if directly conveyed 
to the Commissioner from the mort-
gagor; or 

(iv) The property was acquired after 
default by a third party under the pre- 
foreclosure sale procedure. 

(2) If issued on or after September 2, 
1964, and a certificate of claim is not 
issued, as of the date of default as de-
fined in this part. 

(3) As of the day after the date to 
which mortgage interest is computed 
as specified in § 203.402a, if the insur-
ance settlement includes an allowance 
for uncollected interest in connection 
with a special forbearance. 

(b) Assigned mortgages. Where the 
mortgage is assigned to the Commis-
sioner, debentures shall be dated as of 
the date of the assignment. 

(c) Notwithstanding paragraph (a) of 
this section, in connection with con-
veyed properties and claims without 
conveyance, debentures issued as reim-
bursement for expenditures made by a 
mortgagee after the date of default 
shall be dated as of the date the ex-
penditure is actually made by the 
mortgagee. 

[36 FR 24508, Dec. 22, 1971, as amended at 50 
FR 3892, Jan. 29, 1985; 52 FR 1329, Jan. 13, 
1987; 59 FR 50145, Sept. 30, 1994; 60 FR 57678, 
Nov. 16, 1995] 
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