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2. Revise §203.402, paragraph (k) to read as follows: 

§ 203.402   Items included in payment-conveyed and nonconveyed properties.

                   *                 *                 *                 *                 *
(k)(1) Except as provided in paragraphs (k)(1)(i) and (ii) of this section, for properties conveyed to the Secretary and endorsed for 
insurance on or before January 23, 2004, an amount equivalent to the debenture interest that would have been earned, as of the date 
such payment is made, on the portion of the insurance benefits paid in cash, if such portion had been paid in debentures, and for 
properties conveyed to the Secretary and endorsed for insurance after January 23, 2004, debenture interest at the rate specified in 
§203.405(b) from the date specified in §203.410, as applicable, to the date of claim payment, on the portion of the insurance benefits 
paid in cash.
(i) When the mortgagee fails to meet any one of the applicable requirements of §§203.355, 203.356(b), 203.359, 203.360, 203.365, 
203.606(b)(l), or 203.366 within the specified time and in a manner satisfactory to the Secretary (or within such further time as the 
Secretary may approve in writing), the interest allowance in such cash payment shall be computed only to the date on which the 
particular required action should have been taken or to which it was extended;
(ii) When the mortgagee fails to meet the requirements of §203.356(a) within the specified time and in a manner satisfactory to the 
Secretary (or within such further time as the Secretary may specify in writing), the interest allowance in such cash payment shall be 
computed to a date set administratively by the Secretary.
(2)(i) Where a claim for insurance benefits is being paid without conveyance of title to the Commissioner in accordance with §203.368 
and was endorsed for insurance on or before January 23, 2004, an amount equivalent to the sum of:
(A) The debenture interest that would have been earned, as of the date the mortgagee or a party other than the mortgagee acquires 
good marketable title to the mortgaged property, on an amount equal to the amount by which an insurance claim determined in 
accordance with §203.401(a) exceeds the amount of the actual claim being paid in debentures; plus
(B) The debenture interest that would have been earned from the date the mortgagee or a party other than the mortgagee acquires 
good marketable title to the mortgaged property to the date when payment of the claim is made, on the portion of the insurance benefits
paid in cash if such portion had been paid in debentures, except that if the mortgagee fails to meet any of the applicable requirements 
of §§203.355, 203.356, and 203.368(i)(3) and (5) within the specified time and in a manner satisfactory to the Commissioner (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 required action should have been taken or to which it was extended.
(ii) Where a claim for insurance benefits is being paid without conveyance of title to the Commissioner in accordance with §203.368 and
was endorsed for insurance after January 23, 2004, an amount equivalent to the sum of:
(A) Debenture interest at the rate specified in §203.405(b) from the date specified in §203.410, as applicable, to the date that the 
mortgagee or a party other than the mortgagee acquires good marketable title to the mortgaged property, on an amount equal to the 
amount by which an insurance claim determined in accordance with §203.401(a) exceeds the amount of the actual claim being paid in 
debentures; plus
(B) Debenture interest at the rate specified in §203.405(b) from the date the mortgagee or a person other than the mortgagee acquires 
good marketable title to the mortgaged property to the date when payment of the claim is made, on the portion of the insurance benefits
paid in cash, except that if the mortgagee fails to meet any of the applicable requirements of §§203.355, 203.356, and 203.368(i)(3) 
and (5) of this chapter within the specified time and in a manner satisfactory to the Commissioner (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 required action should have been taken or to which it was extended.
(3)(i) Where a claim for insurance benefits is being paid following a pre-foreclosure sale, without foreclosure or conveyance to the 
Commissioner in accordance with §203.370, and the mortgage was endorsed for insurance on or before January 23, 2004, an amount 
equivalent to the sum of:
(A) The debenture interest that would have been earned, as of the date of the closing of the pre-foreclosure sale on an amount equal to
the amount by which an insurance claim determined in accordance with §203.401(a) exceeds the amount of the actual claim being paid
in debentures; plus
(B) The debenture interest that would have been earned, from the date of the closing of the pre-foreclosure sale to the date when 
payment of the claim is made, on the portion of the insurance benefits paid in cash, if such portion had been paid in debentures; except
that if the mortgagee fails to meet any of the applicable requirements of §203.365 within the specified time and in a manner satisfactory 
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to the Commissioner (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 required action should have been taken or to which it was 
extended.
(ii) Where a claim for insurance benefits is being paid following a pre-foreclosure sale, without foreclosure or conveyance to the 
Commissioner, in accordance with §203.370, and the mortgage was endorsed for insurance after January 23, 2004, an amount 
equivalent to the sum of:
(A) Debenture interest at the rate specified in §203.405(b) from the date specified in §203.410, as applicable, to the date of the closing 
of the pre-foreclosure sale, on an amount equal to the amount by which an insurance claim determined in accordance with §203.401(a)
exceeds the amount of the actual claim being paid in debentures; plus
(B) Debenture interest at the rate specified in §203.405(b) from the date of the closing of the pre-foreclosure sale to the date when the 
payment of the claim is made, on the portion of the insurance benefits paid in cash, except that if the mortgagee fails to meet any of the
applicable requirements of §203.365 within the specified time and in a manner satisfactory to the Commissioner (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 required action should have been taken or to which it was extended.
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