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with the mortgage transaction, and as 
a result of the foreclosure proceedings 
or other means by which the mort-
gagee acquired or conveyed such prop-
erty, except such claims as may have 
been released with the approval of the 
Commissioner. 

(b) Within 30 days of the closing of an 
approved pre-foreclosure sale, the 
mortgagee shall notify the Commis-
sioner on a form prescribed by him of 
the pre-foreclosure sale. 

[36 FR 24508, Dec. 22, 1971, as amended at 59 
FR 50144, Sept. 30, 1994] 

§ 203.361 Acceptance of property by 
Commissioner. 

Upon receipt of notice of property 
transfer the Commissioner shall accept 
title to and possession of the property 
as of the date of the filing for record of 
the deed to the Commissioner, subject 
to compliance with the regulations in 
this part. 

§ 203.362 Conditions for withdrawal of 
application for insurance benefits. 

With the consent of the Commis-
sioner, a mortgagee may withdraw an 
application for insurance benefits if 
the mortgagee agrees that it will: 

(a) Accept a reconveyance of the 
property under a deed which warrants 
against the acts of the Commissioner 
and all claiming by, through, or under 
him; and 

(b) Promptly file a reconveyance for 
record; and 

(c) Accept without continuation the 
title evidence which it furnished the 
Commissioner; and 

(d) Reimburse the Commissioner for 
property expenditures as set forth in 
§ 203.364. 

§ 203.363 Effect of noncompliance with 
regulations. 

(a) For mortgages insured under firm 
commitments issued prior to November 19, 
1992 or under direct endorsement proc-
essing where the credit worksheet was 
signed by the mortgagee’s approved un-
derwriter prior to November 19, 1992. If, 
for any reason, the mortgagee fails to 
comply with the regulations in this 
subpart, the Secretary may hold proc-
essing of the application for insurance 
benefits in abeyance for a reasonable 
time in order to permit the mortgagee 

to comply, or, in the alternative, the 
Secretary may reconvey title to the 
property to the mortgagee, in which 
event the application for insurance 
benefits shall be considered as can-
celled without prejudice to the rights 
of the mortgagee to reapply for insur-
ance benefits at a subsequent date. 

(b) For mortgages insured under firm 
commitments issued on or after November 
19, 1992, or under direct endorsement proc-
essing where the credit worksheet was 
signed by the mortgagee’s underwriter on 
or after November 19, 1992. If, for any 
reason, the mortgagee fails to comply 
with the regulations in this subpart, 
the Secretary may hold processing of 
the application for insurance benefits 
in abeyance for a reasonable time in 
order to permit the mortgagee to com-
ply. In the alternative to holding proc-
essing in abeyance, the Secretary may 
reconvey title to the property to the 
mortgagee, in which event the applica-
tion for insurance benefits shall be con-
sidered as cancelled and the mortgagee 
shall refund the insurance benefits to 
the Secretary as well as other funds re-
quired by § 203.364 of this part. The 
mortgagee may reapply for insurance 
benefits at a subsequent date; provided, 
however, that the mortgagee may not 
be reimbursed for any expenses in-
curred in connection with the property 
after it has been reconveyed by the 
Secretary, or paid any debenture inter-
est accrued after the date of initial 
conveyance or after the date convey-
ance was required by § 203.359 of this 
part, whichever is earlier, and there 
will be deducted from the insurance 
benefits any reduction in the Sec-
retary’s estimate of the value of the 
property occurring from the time of re-
conveyance to the time of reapplica-
tion. 

[57 FR 47971, Oct. 20, 1992, as amended at 61 
FR 36453, July 10, 1996] 

§ 203.364 Mortgagee’s liability for 
property expenditures. 

Where the Secretary acquires a prop-
erty and thereafter it becomes nec-
essary for the Secretary to reconvey 
the property to the mortgagee due to 
the mortgagee’s noncompliance with 
these regulations or the application for 
insurance benefits is withdrawn with 
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