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(i) Failure of the mortgagor to make 
any payment due under the mortgage; 
or 

(ii) Failure to perform any other cov-
enant under the provisions of the mort-
gage, if the mortgagee, because of such 
failure, has accelerated the debt. 

(2) In the case of an operating loss 
loan, the failure of the mortgagor to 
make any payment due under such 
loan or under the original mortgage 
shall be considered a default under 
both the loan and original mortgage. 

(3) If such defaults, as defined in 
paragraph (b) of this section, continue 
for a period of 30 days the mortgagee 
shall be entitled to receive the benefits 
of the insurance hereinafter provided. 

(4) Except for mortgages insured 
under section 232 of the Act, for the 
purposes of paragraph (b) of this sec-
tion, the date of default shall be con-
sidered as: 

(i) The date of the first uncorrected 
failure to perform a covenant or obli-
gation; or 

(ii) The date of the first failure to 
make a monthly payment which subse-
quent payments by the mortgagor are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they became due. 

(5) For mortgages insured under sec-
tion 232 of the Act, for purposes of this 
section, the date of default shall be 
considered as: 

(i) The first date on which the bor-
rower has failed to pay the debt when 
due as a result of the lender’s accelera-
tion of the debt because of the bor-
rower’s uncorrected failure to perform 
a covenant or obligation under the reg-
ulatory agreement or security instru-
ment; or 

(ii) The date of the first failure to 
make a monthly payment that subse-
quent payments by the borrower are 
insufficient to cover when applied to 
the overdue monthly payments in the 
order in which they become due. 

[76 FR 24370, May 2, 2011, as amended at 77 
FR 55135, Sept. 7, 2012] 

§ 207.256 Notice to the Commissioner 
of default. 

(a) If a default as defined in 
§ 207.255(a) or (b) is not cured within the 
grace period of 30 days provided under 
§ 207.255(a)(3) or (b)(3), the mortgagee 

must, within 30 days after the date of 
the end of the grace period, notify the 
Commissioner of the default, in the 
manner prescribed in 24 CFR part 200, 
subpart B. 

(b) The mortgagee must give notice 
to the Commissioner, in the manner 
prescribed in 24 CFR part 200, subpart 
B, of the mortgagor’s violation of any 
covenant, whether or not the mort-
gagee has accelerated the debt. 

[76 FR 24370, May 2, 2011] 

§ 207.256a Reinstatement of defaulted 
mortgage. 

If, after default and prior to the com-
pletion of foreclosure proceedings, the 
mortgagor cures the default, the insur-
ance shall continue on the mortgage as 
if a default had not occurred, provided 
the mortgagee gives notice of rein-
statement to the Commissioner, in the 
manner prescribed in 24 CFR part 200, 
subpart B. 

[76 FR 24370, May 2, 2011] 

§ 207.256b Modification of mortgage 
terms. 

(a) The mortgagor and the mortgagee 
may, with the approval of the Commis-
sioner, enter into an agreement that 
extends the time for curing a default 
under the mortgage or modifies the 
payment terms of the mortgage. 

(b)(1) Except as provided in para-
graph (b)(2), the Commissioner’s ap-
proval of the type of agreement speci-
fied in paragraph (a) of this section 
shall not be given, unless the mort-
gagor agrees in writing that, during 
such period as the mortgage continues 
to be in default, and payments by the 
mortgagor to the mortgagee are less 
than the amounts required under the 
terms of the original mortgage, the 
mortgagor or mortgagee, as may be ap-
propriate in the particular situation, 
will hold in trust for disposition, as di-
rected by the Commissioner, all rents 
or other funds derived from the secured 
property that are not required to meet 
actual and necessary expenses arising 
in connection with the operation of 
such property, including amortization 
charges, under the mortgage. 

(2) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
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before September 1, 2011, and for multi-
family project mortgages insured under 
section 232 of the Act (12 U.S.C. 1715w), 
and section 242 (12 USC 1715z–7), the 
Commissioner’s approval of the type of 
agreement specified in paragraph (a) of 
this section shall not be given unless 
the mortgagor agrees in writing that, 
during such period as payments to the 
mortgagee are less than the amounts 
required under the terms of the origi-
nal mortgage, the mortgagor will hold 
in trust for disposition as directed by 
the Commissioner all rents or other 
funds derived from the property which 
are not required to meet actual and 
necessary expenses arising in connec-
tion with the operation of such prop-
erty, including amortization charges, 
under the mortgage. 

(3) For multifamily project mort-
gages for which HUD issued a firm 
commitment for mortgage insurance 
on or after September 1, 2011, the regu-
lations of paragraph (b)(1) of this sec-
tion shall apply, unless the mortgagor 
demonstrates to the satisfaction of the 
Commissioner that financial hardship 
to the mortgagor would result from ap-
plication of the regulations in para-
graph (b)(1) of this section due to the 
reasonable expectations of the mort-
gagor that the transaction would close 
under the regulations in effect prior to 
September 1, 2011, in which case, the 
regulations of paragraph (b)(2) shall 
apply. 

(c) The Commissioner may exempt a 
mortgagor from the requirement of 
paragraph (b) of this section in any 
case where the Commissioner deter-
mines that such exemption does not 
jeopardize the interests of the United 
States. 

[76 FR 24370, May 2, 2011] 

§ 207.257 Commissioner’s right to re-
quire acceleration. 

Upon receipt of notice of violation of 
a covenant, as provided for in 
§ 207.256(b), or otherwise being apprised 
of the violation of a covenant, the 
Commissioner reserves the right to re-
quire the mortgagee to accelerate pay-
ment of the outstanding principal bal-
ance due in order to protect the inter-
ests of the Commissioner. 

[76 FR 24371, May 2, 2011] 

§ 207.258 Insurance claim require-
ments. 

(a) Alternative election by mortgagee. 
(1) When the mortgagee becomes eligi-
ble to receive mortgage insurance ben-
efits pursuant to § 207.255(a)(3) or (b)(3), 
the mortgagee must, within 45 calendar 
days after the date of eligibility, such 
period is referred to as the ‘‘Eligibility 
Notice Period’’ for purposes of this sec-
tion, give the Commissioner notice of 
its intention to file an insurance claim 
and of its election either to assign the 
mortgage to the Commissioner, as pro-
vided in paragraph (b) of this section, 
or to acquire and convey title to the 
Commissioner, as provided in para-
graph (c) of this section. Notice of this 
election must be provided to the Com-
missioner in the manner prescribed in 
24 CFR part 200, subpart B. HUD may 
extend the Eligibility Notice Period at 
the request of the mortgagee under the 
following conditions: 

(i) The request must be made to and 
approved by HUD prior to the 45th day 
after the date of eligibility; and 

(ii) The approval of an extension 
shall in no way prejudice the mortga-
gee’s right to file its notice of its in-
tention to file an insurance claim and 
of its election either to assign the 
mortgage to the Commissioner or to 
acquire and convey title to the Com-
missioner within the 45-day period or 
any extension prescribed by the Com-
missioner. 

(2) For mortgages funded with the 
proceeds of state or local bonds, Ginnie 
Mae mortgage-backed securities, par-
ticipation certificates, or other bond 
obligations specified by the Commis-
sioner (such as an agreement under 
which the insured mortgagee has ob-
tained the mortgage funds from third- 
party investors and has agreed in writ-
ing to repay such investors at a stated 
interest rate and in accordance with a 
fixed repayment schedule), any of 
which contains a lock-out or prepay-
ment premium, in the event of a de-
fault during the term of the prepay-
ment lock-out or prepayment pre-
mium, and for any mortgage insured 
under section 232 of the Act, the mort-
gagee must: 

(i) Request a 90-day extension of the 
deadline for filing the notice of the 
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