PART VIII-MORTGAGE INSURANCE, RELIEF,
AND FORECLOSURE AND CREDIT ENHANCE-
MENT FOR HOUSING

EXCERPTS FROM NATIONAL HOUSING ACT

[Public Law 479, 73d Congress; 48 Stat. 1246; 12 U.S.C. 1701 et seq.]

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “National Housing Act.” [12 U.S.C. 17011

TITLE I—HOUSING RENOVATION AND MODERNIZATION

ADMINISTRATIVE PROVISIONS

SECTION 1. [12 U.S.C. 1702] The powers conferred by this Act
shall be exercised by the Secretary of Housing and Urban Develop-
ment (hereinafter referred to as the “Secretary”).

In order to carry out the provisions of this title and titles II,
III, Vv, VI, VII, VIII, IX, and XI, the Secretary may establish such
agencies, accept and utilize such voluntary and uncompensated
services, utilize such Federal officers and employees, and, with the
consent of the State, such State and local officers and employees,
and appoint such other officers and employees as he may find nec-
essary, and may prescribe their authorities, duties, responsibilities,
and tenure and fix their compensation. The Secretary may delegate
any of the functions and powers conferred upon him under this
title and titles II, III, V, VI, VII, VIII, IX, and XI, to such officers,
agents, and employees as he may designate or appoint and may
make such expenditures (including expenditures for personal serv-
ices and rent at the seat of government and elsewhere for law
books and books of reference, and for paper, printing, and binding)
as are necessary to carry out the provisions of this title and titles
II, 111, V, VI, VII, VIII, IX, and XI without regard to any other pro-
visions of law governing the expenditure of public funds. All such
compensation, expenses, and allowances shall be paid out of funds
made available by this Act: Provided, That, notwithstanding any
other provisions of law except provisions of law hereafter enacted
expressly in limitation hereof, all expenses of the Department of
Housing and Urban Development in connection with the examina-
tion and insurance of loans or investments under any title of this
Act, all properly capitalized expenditures, and other necessary ex-
penses not attributable to general overhead in accordance with gen-
erally accepted accounting principles shall be considered non-
administrative and payable from funds made available by this Act,
except that, unless made pursuant to specific authorization by the
Congress therefor, expenditures made in any fiscal year pursuant
to this proviso, other than the payment of insurance claims and
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other than expenditures (including services on a contract or fee
basis, but not including other personal services) in connection with
the acquisition, protection, completion, operation, maintenance, im-
provement, or disposition of real or personal property of the De-
partment acquired under authority of this Act, shall not exceed 35
per centum of the income received by the Department of Housing
and Urban Development from premiums and fees during the pre-
ceding fiscal year. The Secretary shall, in carrying out the provi-
sions of this title and titles II, III, V, VI, VII, VIII, IX, and XI be
authorized, in his official capacity to sue and be sued in any court
of competent jurisdiction, State or Federal.

INSURANCE OF FINANCIAL INSTITUTIONS

SEcC. 2. [12 U.S.C. 1703] (a) The Secretary is authorized and
empowered upon such terms and conditions as he may prescribe,
to insure banks, trust companies, personal finance companies,
mortgage companies, building and loan associations, installment
lending companies, and other such financial institutions, which the
Secretary finds to be qualified by experience or facilities and ap-
proves as eligible for credit insurance, against losses which they
may sustain as a result of loans and advances of credit, and pur-
chases of obligations representing loans and advances of credit,
made by them on and after July 1, 1939, for the purpose of (i) fi-
nancing alterations, repairs, and improvements upon or in connec-
tion with existing structures or manufactured homes, and the
building of new structures, upon urban, suburban, or rural real
property (including the restoration, rehabilitation, rebuilding, and
replacement of such improvements which have been damaged or
destroyed by earthquake, conflagration, tornado, hurricane, cy-
clone, flood, or other catastrophe), by the owners thereof or by les-
sees of such real property under a lease expiring not less than six
months after the maturity of the loan or advance of credit; and for
the purpose of (ii) financing the purchase of a manufactured home
to be used by the owner as his principal residence or financing the
purchase of a lot on which to place such home and paying expenses
reasonably necessary for the appropriate preparation of such lot,
including the installation of utility connections, sanitary facilities,
and paving, and the construction of a suitable pad, or financing
only the acquisition of such a lot either with or without such prepa-
ration by an owner of a manufactured home; and for the purpose
of financing the preservation of historic structures, and, as used in
this section, the term “historic structures” means residential struc-
tures which are registered in the National Register of Historic
Places or which are certified by the Secretary of the Interior to con-
form to National Register criteria; and the term “preservation”
means restoration or rehabilitation undertaken for such purposes
as are approved by the Secretary in regulations issued by him,
after consulting with the Secretary of the Interior. In no case shall
the insurance granted by the Secretary under this section to any
such financial institution on loans, advances of credit, and pur-
chases made by such financial institution for such purposes on and
after July 1, 1939, exceed 10 per centum of the total amount of
such loans, advances of credit, and purchases: Provided, That with
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respect to any loan, advance of credit, or purchase made after the
effective date of the Housing Act of 1954, the amount of any claim
for loss on any such individual loan, advance of credit, or purchase
paid by the Secretary under the provisions of this section to a lend-
ing institution shall not exceed 90 per centum of such loss.

After the effective date of the Housing Act of 1954, (i) the Sec-
retary shall not enter into contracts for insurance pursuant to this
section except with lending institutions which are subject to the in-
spection and supervision of a governmental agency required by law
to make periodic examinations of their books and accounts, and
which the Secretary finds to be qualified by experience or facilities
to make and service such loans, advances or purchases, and with
such other lending institutions which the Secretary approves as eli-
gible for insurance pursuant to this section on the basis of their
credit and their experience or facilities to make and service such
loans, advances or purchases; (ii) only such items as substantially
protect or improve the basic livability or utility of properties shall
be eligible for financing under this section, and therefore the Sec-
retary shall from time to time declare ineligible for financing under
this section any item, product, alteration, repair, improvement, or
class thereof which he determines would not substantially protect
or improve the basic livability or utility of such properties, and he
may also declare ineligible for financing under this section any
item which he determines is especially subject to selling abuses;
and (iii) the Secretary is hereby authorized and directed, by such
regulations or procedures as he shall deem advisable, to prevent
the use of any financial assistance under this section (1) with re-
spect to new residential structures (other than manufactured
homes) that have not been completed and occupied for at least six
months, or (2) which would, through multiple loans, result in an
outstanding aggregate loan balance with respect to the same struc-
ture exceeding the dollar amount limitation prescribed in this sub-
section for the type of loan involved: Provided, That this clause (iii)
may in the discretion of the Secretary be waived with respect to
the period of occupancy or completion of any such new residential
structures. The Secretary is hereby authorized and directed, with
respect to manufactured homes to be financed under this section,
to (1) prescribe minimum property standards to assure the livability
and durability of the manufactured home and the suitability of the
site on which the manufactured home is to be located; and (ii) ob-
tain assurances from the borrower that the manufactured home
will be placed on a site which complies with the standards pre-
scribed by the Secretary and with local zoning and other applicable
local requirements.

The insurance authority provided under this section may be
made available with respect to any existing manufactured home
that has not been insured under this section if such home was con-
structed in accordance with the standards issued under the Na-
tional Manufactured Housing Construction and Safety Standards
Act of 1974 and it meets standards similar to the minimum prop-
erty standards applicable to existing homes insured under title II.

Alterations, repairs, and improvements upon or in connection
with existing structures may include the provision of fire safety
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equipment, energy conserving improvements, or the installation of
solar energy systems.! As used in this section—

(1) the term “fire safety equipment” means any device or
facility which is designed to reduce the risk of personal injury
or property damage resulting from fire and is in conformity
with such criteria and standards as shall be prescribed by the
Secretary;

(2) the term “energy conserving improvements” means the
purchase and installation of weatherization material as defined
in section 412(9) of the Energy Conservation in Existing Build-
ings Act of 1976; and 2

(3) the term “solar energy system” means any addition, al-
teration, or improvement to an existing or new structure which
is designed to utilize wind energy or solar energy either of the
active type based on mechanically forced energy transfer or of
the passive type based on convective, conductive, or radiant en-
ergy transfer or some combination of these types to reduce the
energy requirements of that structure from other energy
sources, and which is in conformity with such criteria and
standards as shall be prescribed by the Secretary in consulta-
tion with the Secretary of Energy. 2

(4) the terms “evaluation”, “reduction”, and “lead-based
paint hazard” have the same meanings given those terms in
section 1004 of the Residential Lead-Based Paint Hazard Re-
duction Act of 1992.

(b)(1) No insurance shall be granted under this section to any
such financial institution with respect to any obligation represent-
ing any such loan, advance of credit, or purchase by it if the
amount of such loan, advance of credit, or purchase exceeds—

(A)3) $25,000 if made for the purpose of financing alter-
ations, repairs and improvements upon or in connection with
existing single-family structure; and

(ii) $17,500 if made for the purpose of financing alter-
ations, repairs and improvements upon or in connection with
existing manufactured homes;

(B) $60,000 or an average amount of $12,000 per family
unit if made for the purpose of financing the alteration, repair,
improvement, or conversion of an existing structure used or to
be used as an apartment house or a dwelling for two or more
families;

(C)3 $48,600 if made for the purpose of financing the
purchase of a manufactured home;

(D)3 $64,800 if made for the purpose of financing the
purchase of a manufactured home and a suitably devel-

oped lot on which to place the home; and 2

1Section 1012(k)(1)(A) of the Housing and Community Development Act of 1992, Pub. L. 102—
550, amended the “fifth paragraph” of this subsection by inserting after the first sentence the
following: “Alterations, repairs, and improvements upon or in connection with existing struc-
tures may also include the evaluation and reduction of lead-based paint hazards.”. The amend-
ment could not be executed and the matter to be inserted by the amendment was probably in-
teg«éed tolbe inserted after the first sentence of this paragraph (the fourth paragraph).

o in law.
3Indented so in law.
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(E)! $16,200 if made for the purpose of financing the
purchase, by an owner of a manufactured home which is
the principal residence of that owner, of a suitably devel-
oped lot on which to place that manufactured home, and
if the owner certifies that he or she will place the manu-
factured home on the lot acquired with such loan within
6 months after the date of such loan. 2
(F) $15,000 per family unit if made for the purpose of fi-

nancing the preservation of an historic structure; and

(G) such principal amount as the Secretary may prescribe
if made for the purpose of financing fire safety equipment for
a nursing home, extended health care facility, intermediate
health care facility, or other comparable health care facility.

(2) Because of prevailing higher costs, the Secretary may, by
regulation, in Alaska, Guam, or Hawaii, increase any dollar
amount limitation on manufactured homes or manufactured home
lot loans contained in this subsection by not to exceed 40 per cen-
tum. In other areas, the maximum dollar amounts specified in sub-
sections (b)(1)(D) and (b)(1)(E) may be increased on an area-by-area
basis to the extent the Secretary deems necessary, but in no case
may such limits, as so increased, exceed the lesser of (A) 185 per-
cent of the dollar amount specified, or (B) the dollar amount speci-
fied as increased by the same percentage by which 95 percent of
the median one-family house price in the area (as determined by
the Secretary) exceeds $67,500.

(3) No insurance shall be granted under this section to any
such financial institution with respect to any obligation represent-
ing any such loan, advance of credit, or purchase by it if the term
to maturity of such loan, advance of credit or purchase exceeds—

(A)(i) twenty years and thirty-two days if made for the
purpose of financing alterations, repairs, and improvements
up((in or in connection with an existing single-family structure;
an

(i1) fifteen years and thirty-two days if made for the pur-
pose of financing alterations, repairs, and improvements upon
or in connection with an existing manufactured home;

(B) twenty years and thirty-two days if made for the pur-
pose of financing the alteration, repair, improvement or conver-
sion of an existing structure used or to be used as an apart-
ment house or a dwelling for two or more families;

(C) twenty years and thirty-two days (twenty-three years
and thirty-two days in the case of a manufactured home com-
posed of two or more modules) if made for the purpose of fi-
nancing the purchase of a manufactured home;

(D) twenty years and thirty-two days (twenty-five years
and thirty-two days in the case of a manufactured home com-
posed of two or more modules) if made for the purpose of fi-
nancing the purchase of a manufactured home and a suitably
developed lot on which to place the home;

(E) fifteen years and thirty-two days if made for the pur-
pose of financing the purchase, by the owner of a manufac-

1Indented so in law.
2So0 in law.
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tured home which is the principal residence of that owner, of

a suitably developed lot on which to place that manufactured

home;

(F) fifteen years and thirty-two days if made for the pur-
pose of financing the preservation of an historic structure;

(G) such term to maturity as the Secretary may prescribe
if made for the purpose of financing the construction of a new
structure for use in whole or in part for agricultural purposes;
and

(H) such term to maturity as the Secretary may prescribe
if made for the purpose of financing fire safety equipment for
a nursing home, extended health care facility, intermediate
health care facility, or other comparable health care facility.

(4) For the purpose of this subsection—

(A) the term “developed lot” includes an interest in a con-
dominium project (including any interest in the common areas)
or a share in a cooperative association;

(B) a loan to finance the purchase of a manufactured home
or a manufactured home and lot may also finance the purchase
of a garage, patio, carport, or other comparable appurtenance;
and

(C) a loan to finance the purchase of a manufactured home
or a manufactured home and lot shall be secured by a first lien
upon such home or home and lot, its furnishings, equipment,
accessories, and appurtenances.

(5) No insurance shall be granted under this section to any
such financial institution with respect to any obligation represent-
ing any such loan, advance of credit, or purchase by it unless the
obligation has such maturity, bears such insurance premium
charges, and contains such other terms, conditions, and restrictions
as the Secretary shall prescribe, in order to make credit available
for the purpose of this title. Any such obligation with respect to
which insurance is granted under this section shall bear interest
at such rate as may be agreed upon by the borrower and the finan-
cial institution.

(6)(A) Any obligation with respect to which insurance is grant-
ed under this section may be refinanced and extended in accord-
ance with such terms and conditions as the Secretary may pre-
scribe, but in no event for an additional amount or term in excess
of any applicable maximum provided for in this subsection.

(B) The owner of a manufactured home lot purchased without
assistance under this section but otherwise meeting the require-
ments of this section may refinance such lot under this section in
connection with the purchase of a manufactured home if the bor-
rower certifies that the home and lot is or will be his or her prin-
cipal residence within six months after the date of the loan.

(C) The owner-occupant of a manufactured home or a home
and lot which was purchased without assistance under this section
but which otherwise meets the requirements of this section may re-
finance such home or home and lot under this section if the home
was constructed in accordance with standards established under
section 604 of the National Manufactured Housing Construction
and Safety Standards Act of 1974.
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(7) With respect to the financing of alterations, repairs, and
improvements to existing structures or the building of new struc-
tures as authorized under clause (i) of the first sentence of section
2(a), any loan broker (as defined by the Secretary) or any other
party having a financial interest in the making of such a loan or
advance of credit or in providing assistance to the borrower in pre-
paring the loan application or otherwise assisting the borrower in
obtaining the loan or advance of credit who knowingly (as defined
in section 536(g) of this Act) submits to any such financial institu-
tion or to the Secretary false information shall be subject to a civil
money penalty in the amount and manner provided under section
536 with respect to mortgagees and lenders under this Act.

(c)(1) Notwithstanding any other provision of law, the Sec-
retary shall have the power, under regulations to be prescribed by
him and approved by the Secretary of the Treasury, to assign or
sell at public or private sale, or otherwise dispose of, any evidence
of debt, contract, claim, personal property, or security assigned to
or held by him in connection with the payment of insurance here-
tofore or hereafter granted under this section, and to collect or com-
promise all obligations assigned to or held by him and all legal or
equitable rights accruing to him in connection with the payment of
such insurance until such time as such obligations may be referred
to the Attorney General for suit or collection.

(2) The Secretary is authorized and empowered (a) to deal
with, complete, rent, renovate, modernize, insure, or sell for cash
or credit in his discretion, and upon such terms and conditions and
for such consideration as the Secretary shall determine to be rea-
sonable, any real or personal property conveyed to or otherwise ac-
quired by him, in connection with the payment of insurance here-
tofore or hereafter granted under this title and (b) to pursue to
final collection, by way of compromise or otherwise, all claims
against mortgagors assigned by mortgagees to the Secretary in con-
nection with such real or personal property by way of deficiency or
otherwise: Provided, That section 3709 of the Revised Statutes
shall not be construed to apply to any contract of hazard insurance
or to any purchase or contract for services or supplies on account
of such property if the amount thereof does not exceed $1,000. The
power to convey and to execute in the name of the Secretary, deeds
of conveyance, deeds of release, assignments and satisfactions of
mortgages, and any other written instrument relating to real or
personal property or any interest therein heretofore or hereafter ac-
quired by the Secretary pursuant to the provisions of this title may
be exercised by an officer appointed by him without the execution
of any express delegation of power or power of attorney: Provided,
That nothing in this paragraph shall be construed to prevent the
Secretary from delegating such power by order or by power of at-
torney, in his discretion, to any officer or agent he may appoint.

(d) The Secretary is authorized and empowered, under such
regulations as he may prescribe, to transfer to any such approved
financial institution any insurance in connection with any loans
and advances of credit which may be sold to it by another approved
financial institution.

(e) The Secretary is authorized to waive compliance with regu-
lations heretofore or hereafter prescribed by him with respect to
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the interest and maturity of and the terms, conditions, and restric-
tions under which loans, advances of credit, and purchases may be
insured under this section and section 6, if in his judgment the en-
forcement of such regulations would impose an injustice upon an
insured institution which has substantially complied with such reg-
ulations in good faith and refunded or credited any excess charge
made, and where such waiver does not involve an increase of the
obligation of the Secretary beyond the obligation which would have
been involved if the regulations had been fully complied with.

(f) The Secretary shall fix a premium charge for the insurance
hereafter granted under this section, but in the case of any obliga-
tion representing any loan, advance of credit, or purchase, such
premium charge shall not exceed an amount equivalent to 1 per
centum per annum of the net proceeds of such loan, advance of
credit, or purchase, for the term of such obligation, and such pre-
mium charge shall be payable in advance by the financial institu-
tion and shall be paid at such time and in such manner as may
be prescribed by the Secretary.

(g) Any payment for loss made to an approved financial institu-
tion under this section shall be final and incontestable after two
years from the date the claim was certified for payment by the Sec-
retary, in the absence of fraud or misrepresentation on the part of
such institution, unless a demand for repurchase of the obligation
shall have been made on behalf of the United States prior to the
expiration of such two-year period.

(h) The Secretary is authorized and directed to make such
rules and regulations as may be necessary to carry out the provi-
sions of this title.

(1) For purposes of this section, the term “manufactured home”
includes any elder cottage housing opportunity unit that is small,
freestanding, barrier-free, energy efficient, removable, and designed
to be installed adjacent to an existing 1- to 4-family dwelling.

[LOANS TO FINANCIAL INSTITUTIONS]
[SEcC. 3. [Repealed.]]

ALLOCATION OF FUNDS

SEC. 4. [42 U.S.C. 1705] For the purposes of carrying out the
provisions of this title and titles II and III the President, in his dis-
cretion, is authorized to provide such funds or any portion thereof
by allotment to the Secretary from any funds that are available, or
may hereafter be made available, to the President for emergency
purposes.

[ANNUAL REPORT]
[SEc. 5. [Repealed.]]

[INSURANCE OF LOANS FOR REHABILITATION OF PROPERTY DAMAGED
BY FIRES, FLOODS, AND STORMS]

[SEcC. 6. [Repealed.]]
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TAXATION

SEC. 7. [42 U.S.C. 1706b] Nothing in this title shall be con-
strued to exempt any real property acquired and held by the Sec-
retary in connection with the payment of insurance heretofore or
hereafter granted under this title from taxation by any State or po-
litical subdivision thereof, to the same extent, according to its
value, as other real property is taxed.

INSURANCE OF MORTGAGES

SeEc. 8. [12 U.S.C. 1706¢c] (a) To assist in providing adequate
housing for families of low and moderate income, particularly in
suburban and outlying areas, this section is designed to supple-
ment systems of mortgage insurance under other provisions of the
National Housing Act by making feasible the insurance of mort-
gages covering properties in areas where it is not practicable to ob-
tain conformity with many of the requirements essential to the in-
surance of mortgages on housing in built-up urban areas. The Sec-
retary is authorized upon application by the mortgagee, to insure,
as hereinafter provided, any mortgage (as defined in section 201 of
this Act) offered to him which is eligible for insurance as herein-
after provided, and, upon such terms as the Secretary may pre-
scribe, to make commitments for the insuring of such mortgages
prior to the date of their execution or disbursement thereon: Pro-
vided, That the aggregate amount of principal obligations of all
mortgages insured under this section and outstanding at any one
time shall not exceed $100,000,000, except that with the approval
of the President such aggregate amount may be increased at any
time or times by additional amounts aggregating not more than
$150,000,000 upon a determination by the President, taking into
account the general effect of any such increase upon conditions in
the building industry and upon the national economy, that such in-
crease is in the public interest: And provided further, That no
mortgage shall be insured under this section after the effective
date of the Housing Act of 1954, except pursuant to a commitment
to insure issued on or before such date.

N 11(b) To be eligible for insurance under this section, a mortgage
shall—

(1) have been made to, and be held by, a mortgagee ap-
proved by the Secretary as responsible and able to service the
mortgage properly;

(2) involve a principal obligation (including such initial
service charges, appraisal, inspection, and other fees as the
Secretary shall approve) in an amount not to exceed $5,700,
and not to exceed 95 per centum of the appraised value, as of
the date the mortgage is accepted for insurance, of a property
upon which there is located a dwelling designed principally for
a single-family resident, and which is approved for mortgage
insurance prior to the beginning of construction: Provided,
That the mortgagor shall be the owner and occupant! of the
property at the time of insurance and shall have paid on ac-
count of the property at least 5 per centum of the Secretary’s

1See section 216 of the National Housing Act, which is set forth, post, this part.
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estimate of the cost of acquisition in cash or its equivalent, or

shall be the builder constructing the dwelling, in which case

the principal obligation shall not exceed 85 per centum of the
appraised value of the property or $5,100: Provided further,

That the Secretary finds that the project with respect to which

the mortgage is executed is an acceptable risk, giving consider-

ation to the need for providing adequate housing for families
of low and moderate income particularly in suburban and out-
lying areas: And provided further, That, where the mortgagor
is the owner and occupant of the property and establishes (to
the satisfaction of the Secretary) that his home, which he occu-
pied as an owner or as a tenant, was destroyed or damaged to

such an extent that reconstruction is required as a result of a

flood, fire, hurricane, earthquake, storm or other catastrophe,

which the President, pursuant to sections 102(2) and 401 of the

Disaster Relief and Emergency Assistance Act! has deter-

mined to be a major disaster, such maximum dollar limitation

may be increased by the Secretary from $5,700 to $7,000, and
the percentage limitation may be increased by the Secretary
from 95 per centum to 100 per centum of the appraised value;2

(3) have a maturity satisfactory to the Secretary but not
to exceed thirty years from the date of insurance of the mort-
gage,

(4) contain complete amortization provisions satisfactory to
the Secretary requiring periodic payments by the mortgagor
not in excess of his reasonable ability to pay as determined by
the Secretary;

(5) bear interest (exclusive of premium charges for insur-
ance and service charges, if any) as not to exceed 5 per centum
per annum on the amount of the principal obligation outstand-
ing at any time;

(6) provide, in a manner satisfactory to the Secretary, for
the application of the mortgagor’s periodic payments (exclusive
of the amount allocated to interest and to the premium charge
which is required for mortgage insurance as hereinafter pro-
vided and to the service charge, if any) to amortization of the
principal of the mortgage; and

(7) Contain such terms and provisions with respect to in-
surance, repairs, alterations, payment of taxes, service charges,
default reserves, delinquency charges, foreclosure proceedings,
anticipation of maturity, and other matters as the Secretary
may in his discretion prescribe.

(c) The Secretary is authorized to fix a premium charge for the
insurance of mortgages under this section, but in the case of any
mortgage, such charge shall not be less than an amount equivalent
to one-half of 1 per centum per annum nor more than an amount
equivalent to 1 per centum per annum of the amount of the prin-
cipal obligation of the mortgage outstanding at any time, without
taking into account delinquent payments or prepayments. Such

1Section 109 of the Disaster Relief and Emergency Assistance Amendments of 1988, Pub. L.
100-707, approved Nov. 23, 1988, amended this sentence to refer to such sections of the “Disas-
ter Relief and Emergency Assistance Act.” Probably intended to refer to the Robert T. Stafford
Disaster Relief and Emergency Assistance Act, renamed by section 102(a) of Pub. L. 100-707.

2 See section 203(h) of the National Housing Act, which is set forth, post, this part.
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premium charges shall be payable by the mortgagee, either in cash
or in debentures issued by the Secretary under this section at par
plus accrued interest, in such manner as may be prescribed by the
Secretary: Provided, That the Secretary may require the payment
of one or more such premium charges at the time the mortgage is
insured, at such discount rate as he may prescribe not in excess of
the interest rate specified in the mortgage. If the Secretary finds,
upon the presentation of a mortgage for insurance and the tender
of the initial premium charge or charges so require, that the mort-
gage complies with the provisions of this section, such mortgage
may be accepted for insurance by endorsement or otherwise as the
Secretary may prescribe. In the event that the principal obligation
of any mortgage accepted for insurance under this section is paid
in full prior to the maturity date, the Secretary is further author-
ized, in his discretion, to require the payment by the mortgagee of
an adjusted premium charge in such amount as the Secretary de-
termines to be equitable, but not in excess of the aggregate amount
of the premium charges that the mortgagee would otherwise have
been required to pay if the mortgage had continued to be insured
until such maturity date; and in the event that the principal obli-
gation is paid in full as herein set forth, the Secretary is authorized
to refund to the mortgagee for the account of the mortgagor all, or
such portion as he shall determine to be equitable, of the current
unearned premium charges theretofore paid.

(d) The Secretary may, at any time under such terms and con-
ditions as he may prescribe, consent to the release of the mortgagor
from his liability under the mortgage or the credit instrument se-
cured thereby, or consent to the release of parts of the mortgaged
property from the lien of the mortgage.

(e) Any contract of insurance executed by the Secretary under
this section shall be conclusive evidence of the eligibility of the
mortgage for insurance, and the validity of any contract of insur-
ance so executed shall be incontestable in the hands of an approved
mortgagee from the date of the execution of such contract, except
for fraud or misrepresentation on the part of such approved mort-
gagee.

(f) In any case in which the mortgagee under a mortgage in-
sured under this section shall have foreclosed and taken possession
of the mortgaged property in accordance with the regulations of,
and within a period to be determined by, the Secretary, or shall,
with the consent of the Secretary, have otherwise acquired such
property from the mortgagor after default, the mortgagee shall be
entitled to receive the benefits of the insurance as provided in sec-
tion 204(a) of this Act with respect to mortgages insured under sec-
tion 203(b)(2)(D) of this Act.

(g) Subsections (¢), (d), (e), (f), (g), (h), (j), and (k) of section 204
of this Act shall be applicable to mortgages insured under this sec-
tion except that all references therein to the Mutual Mortgage In-
surance Fund or the Fund shall be construed to refer to the Gen-
eral Insurance Fund, and all references therein to section 203 shall
be construed to refer to this section: Provided, That debentures
issued in connection with mortgages insured under this section 8
shall have the same tax exemption as debentures issued in connec-
tion with mortgages insured under section 203 of this Act.
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APPLICABILITY

SEcC. 9. [12 U.S.C. 1706d] The provisions of sections 2 and 8
shall be applicable in the several States and Puerto Rico, the Dis-
trict of Columbia, Guam, the Trust Territory of the Pacific Islands,
American Samoa, and the Virgin Islands.

TITLE II—MORTGAGE INSURANCE

DEFINITIONS

SEc. 201. [12 U.S.C. 17071 As used in section 203 of this
title—

(a) The term “mortgage” means a first mortgage on real estate,
in fee simple, or on a leasehold (1) under a lease for not less than
ninety-nine years which is renewable or (2) under a lease having
a period of not less than ten years to run beyond the maturity date
of the mortgage; and the term “first mortgage” means such classes
of first liens as are commonly given to secure advances on, or the
unpaid purchase price of, real estate, under the laws of the State
in which the real estate is located, together with the credit instru-
ment, if any, secured thereby.

(b) The term “mortgagee” includes the original lender under a
mortgage, and his successors and assigns approved by the Sec-
retary; and the term “mortgagor” includes the original borrower
under a mortgage and his successors and assigns.

(c) The term “maturity date” means the date on which the
mortgage indebtedness would be extinguished if paid in accordance
with periodic payments provided for in the mortgage.

(d) The term “State” includes the several States and Puerto
Rico, the District of Columbia, Guam, the Trust Territory of the
Pacific Islands, American Samoa, and the Virgin Islands.

(e) The term “family member” means, with respect to a mortga-
gor under such section, a child, parent, or grandparent of the mort-
gagor (or the mortgagor’s spouse). In determining whether any of
the relationships referred to in the preceding sentence exist, a le-
gally adopted son or daughter of an individual (and a child who is
a member of an individual’s household, if placed with such individ-
ual by an authorized placement agency for legal adoption by such
individual), and a foster child of an individual, shall be treated as
a child of such individual by blood.

(f) The term “child” means, with respect to a mortgagor under
such section, a son, stepson, daughter, or stepdaughter of such
mortgagor.

FEDERAL HOUSING ADMINISTRATION OPERATIONS

SEC. 202. [12 U.S.C. 1708] (a) MUTUAL MORTGAGE INSURANCE
FunND.—There is hereby created a Mutual Mortgage Insurance
Fund (hereinafter referred to as the “Fund”), which shall be used
by the Secretary as a revolving fund for carrying out the provisions
of this title with respect to mortgages insured under section 203 as
hereinafter provided, and there shall be allocated immediately to
such Fund the sum of $10,000,000 out of funds made available to
the Secretary for the purposes of this title.
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(b) ADVISORY BOARD.—There is created a Federal Housing Ad-
ministration Advisory Board (“Board”) that shall review operation
of the Federal Housing Administration, including the activities of
the Mortgagee Review Board, and shall provide advice to the Fed-
eral Housing Commissioner with respect to the formulation of gen-
eral policies of the Federal Housing Administration and such other
matters as the Federal Housing Commissioner may deem appro-
priate. The Advisory Board shall, in all other respects, be subject
to the provisions of the Federal Advisory Committee Act.

(1) The Advisory Board shall be composed of 15 members
to be appointed from among individuals who have substantial
expertise and broad experience in housing and mortgage lend-
ing of whom—

(A) 9 shall be appointed by the Secretary;

(B) 3 shall be appointed by the Chairman and Rank-
ing Minority Member of the Subcommittee on Housing and
Urban Affairs of the Committee on Banking, Housing, and
Urban Affairs of the Senate; and

(C) 3 shall be appointed by the Chairman and Rank-
ing Minority Member of the Subcommittee on Housing and
Community Development of the Committee on Banking,
Finance and Urban Affairs of the House of Representa-
tives 1.

(2) Membership on the Advisory Board shall include—

(A) not less than 4 persons with distinguished private
sector careers in housing finance, lending, management,
development or insurance;

(B) not less than 4 persons with outstanding reputa-
tions as licensed actuaries, experts in actuarial science, or
economics related to housing;

(C) not less than 4 persons with backgrounds of lead-
er-ship in representing the interests of housing consumers;

(D) not less than 1 person with significant experience
and a distinguished reputation for work in the enforce-
ment, advocacy, or development of fair housing or civil
rights legislation; and

(E) not less than 1 person with a background of lead-
ership in representing rural housing interests.

(3) Members of the Advisory Board shall be selected to en-
sure, to the greatest extent practicable, geographical represen-
tation or2 every region of the country.

(4) Not more than 8 members of the Advisory Board may
be from any one political party.

(5) Membership of the Advisory Board shall not include
any person who, during the previous 24-month period, was re-
quired to register with the Secretary under section 112(c) of
the Department of Housing and Urban Development Reform

1Section 1(a) of Public Law 104-14, 109 Stat. 186, provides, in part, that “any reference in
any provision of law enacted before January 4, 1995, to . . . the Committee on Banking, Fi-
nance and Urban Affairs of the House of Representatives shall be treated as referring to the
Committee on Banking and Financial Services of the House of Representatives”. At the begin-
ning of the 104th Congress, the Subcommittee on Housing and Community Development was
ren%med 1the Subcommittee on Housing and Community Opportunity.

280 in law.
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Act of 19891 or employed a person for purposes that required
such person to register.

(6) Of the members of the Advisory Board first appointed,
5 shall have terms of 1 year, and 5 shall have terms of 2 years.
Their successors and all other appointees shall have terms of
3 years.

(7) The Advisory Board is empowered to confer with, re-
quest information of, and make recommendations to the Fed-
eral Housing Commissioner. The Commissioner shall promptly
provided the Advisory Board with such information as the
Board determines to be necessary to carry out its review of the
activities and policies of the Federal Housing Administration.

(8) The Board shall, not later than December 31 of each
year, submit to the Secretary and the Congress a report of its
assessment of the activities of the Federal Housing Adminis-
tration, including the soundness of underwriting procedures,
the adequacy of information systems, the appropriateness of
staffing patterns, the effectiveness of the Mortgagee Review
Board, and other matters related to the Federal Housing Ad-
ministration’s ability to serve the nation’s homebuyers and
renters. Such report shall contain the Board’s recommenda-
tions for improvement and include any minority views.

(9) The Board shall meet in Washington, D.C., not less
than twice annually, or more frequently if requested by the
Federal Housing Commissioner or a majority of the members.
The Board shall elect a chair, vice-chair and secretary and
adopt methods of procedure. The Board may establish commit-
tees and subcommittees as needed.

(10) Subject to the provisions of Section 7 of the Federal
Advisory Committee Act, all members of the Board may be
compensated and shall be entitled to reimbursement from the
Department for traveling expenses incurred in attendance at
meetings of the Board.

(11) The Board shall terminate on January 1, 1995.

(¢) MORTGAGEE REVIEW BOARD.—

(1) ESTABLISHMENT.—There is established within the Fed-
eral Housing Administration the Mortgagee Review Board
(“Board”). The Board is empowered to initiate the issuance of
a letter of reprimand, the probation, suspension or withdrawal
of any mortgagee found to be engaging in activities in violation
of Federal Housing Administration requirements or the non-
discrimination requirements of the Equal Credit Opportunity
Act, the Fair Housing Act, or Executive Order 11063.

(2) ComPOSITION.—The Board shall consist of—

(A) the Assistant Secretary of Housing/Federal Hous-
ing Commissioner;

(B) the General Counsel of the Department;

(C) the President of the Government National Mort-
gage Association;

(D) the Assistant Secretary for Administration;

1Probably intended to refer to section 13(c) of the Department of the Housing and Urban De-
velopment Act (relating to registration of consultants), which is set forth in part XII of this com-
pilation. Such section was added by section 112 of the Department of Housing and Urban Devel-
opment Reform Act, Pub. L. 101-235.
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(E) the Assistant Secretary for Fair Housing Enforce-
ment (in cases involving violations of nondiscrimination re-
quirements); and

(F) the Chief Financial Officer of the Department;
or their designees.

(3) ACTIONS AUTHORIZED.—When any report, audit, inves-
tigation, or other information before the Board discloses that
a basis for an administrative action against a mortgagee exists,
the Board shall take one of the following administrative ac-
tions:

(A) LETTER OF REPRIMAND.—The Board may issue a
letter of reprimand only once to a mortgagee without tak-
ing action under subparagraphs (B), (C), or (D) of this sec-
tion. A letter of reprimand shall explain the violation and
describe actions the mortgagee should take to correct the
violation.

(B) PROBATION.—The Board may place a mortgagee on
probation for a specified period of time not to exceed 6
months for the purpose of evaluating the mortgagee’s com-
pliance with Federal Housing Administration require-
ments, the Equal Credit Opportunity Act, the Fair Hous-
ing Act, Executive Order 11063, or orders of the Board.
During the probation period, the Board may impose rea-
sonable additional requirements on a mortgagee including
supervision of the mortgagee’s activities by the Federal
Housing Administration, periodic reporting to the Federal
Housing Commissioner, or submission to Federal Housing
Administration audits of internal financial statements, au-
dits by an indpendent certified public accountant or other
audits.

(C) SuspPENSION.—The Board may issue an order tem-
porarily suspending a mortgagee’s approval for doing busi-
ness with the Federal Housing Administration if (i) there
exists adequate evidence of a violation or violations and (ii)
continuation of the mortgagee’s approval, pending or at the
completion of any audit, investigation, or other review, or
such administrative or other legal proceedings as may
ensue, would not be in the public interest or in the best
interests of the Department. Notwithstanding paragraph
(4)(A), a suspension shall be effective upon issuance by the
Board if the Board determines that there exists adequate
evidence that immediate action is required to protect the
financial interests of the Department or the public. A sus-
pension shall last for not less than 6 months, and for not
longer than 1 year. The Board may extend the suspension
for an additional 6 months if it determines the extension
is in the public interest. If the Board and the mortgagee
agree, these time limits may be extended. During the pe-
riod of suspension, the Federal Housing Administration
shall not commit to insure any mortgage originated by the
suspended mortgagee.

(D) WITHDRAWAL.—The Board may issue an order
withdrawing a mortgagee if the Board has made a deter-
mination of a serious violation or repeated violations by
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the mortgagee. The Board shall determine the terms of
such withdrawal, but the term shall be not less than 1
year. Where the Board has determined that the violation
is egregious or willful, the withdrawal shall be permanent.

(E) SETTLEMENTS.—The Board may at any time enter
into a settlement agreement with a mortgagee to resolve
any outstanding grounds for an action. Agreements may
include provisions such as—

(i) cessation of any violation;

(ii) correction or mitigation of the effects of any
violation,;

(iii)) repayment of any sums of money wrongfully
or incorrectly paid to the mortgagee by a mortgagor,
by a seller or by the Federal Housing Administration;

(iv) actions to collect sums of money wrongfully or
incorrectly paid by the mortgagee to a third party;

(v) indemnification of the Federal Housing Admin-
istration for mortgage insurance claims on mortgages
originated in violation of Federal Housing Administra-
tion requirements;

(vi) modification of the length of the penalty im-
posed; or

(vii) implementation of other corrective measures
acceptable to the Secretary.

Material failure to comply with the provisions of a settle-
ment agreement shall be sufficient cause for suspension or
withdrawal.

(4) NOTICE AND HEARING.—

(A) the Board shall issue a written notice to the mort-
gagee at least 30 days prior to taking any action against
the mortgagee under subparagraph (B), (C), or (D) of para-
graph (3). The notice shall state the specific violations
which have been alleged, and shall direct the mortgagee to
reply in writing to the Board within 30 days. If the mort-
gagee fails to reply during such period, the Board may
make a determination without considering any comments
of the mortgagee.

(B) If the Board takes action against a mortgagee
under subparagraph (B), (C), or (D) of paragraph (3), the
Board shall promptly notify the mortgagee in writing of
the nature, duration, and specific reasons for the action. If,
within 30 days of receiving the notice, the mortgagee re-
quests a hearing, the Board shall hold a hearing on the
record regarding the violations within 30 days of receiving
the request. If a mortgagee fails to request a hearing with-
in such 30-day period, the right of the mortgagee to a
hearing shall be considered waived.

(C) In any case in which the notification of the Board
does not result in a hearing (including any settlement by
the Board and a mortgagee), any information regarding
the nature of the violation and the resolution of the action
shall be available to the public.
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(5) PUBLICATION.—The Secretary shall establish and pub-
lish in the Federal Register a description of and the cause for
administrative action against a mortgagee.

(6) CEASE-AND-DESIST ORDERS.—

(A) Whenever the Secretary, upon request of the Mort-
gagee Review Board, determines that there is reasonable
cause to believe that a mortgagee is violating, has violated,
or is about to violate, a law, rule or regulation or any con-
dition imposed in writing by the Secretary or the Board,
and that such violation could result in significant cost to
the Federal Government or the public, the Secretary may
issue a temporary order requiring the mortgagee to cease
and desist from any such violation and to take affirmative
action to prevent such violation or a continuation of such
violation pending completion of proceedings of the Board
with respect to such violation. Such order shall include a
notice of charges in respect thereof and shall become effec-
tive upon service to the mortgagee. Such order shall re-
main effective and enforceable for a period not to exceed
30 days pending the completion of proceedings of the
Board with respect to such violation, unless such order is
set aside, limited, or suspended by a court in proceedings
authorized by subparagraph (B) of this paragraph. The
Board shall provide the mortgagee an opportunity for a
hearing on the record, as soon as practicable but not later
than 20 days after the temporary cease-and-desist order
has been served.

(B) Within 10 days after the mortgagee has been
served with a temporary cease-and-desist order, the mort-
gagee may apply to the United States district court for the
judicial district in which the home office of the mortgagee
is located, or the United States District Court for the Dis-
trict of Columbia, for an injunction setting aside, limiting
or suspending the enforcement, operation, or effectiveness
of such order pending the completion of the administrative
proceedings pursuant to the notice of charges served upon
the mortgagee, and such court shall have jursidiction to
issue such injunction.

(C) In the case of violation or threatened violation of,
or failure to obey, a temporary cease-and-desist order
issued pursuant to this paragraph, the Secretary may
apply to the United States district court, or the United
States court of any territory, within the jurisdiction of
which the home office of the mortgagee is located, for an
injunction to enforce such order, and, if the court shall de-
termine that there has been such violation or threatened
violation or failure to obey, it shall be the duty of the court
to issue such injunction.

(7) DEFINITION OF “MORTGAGEE”.—For purposes of this
subsection, the term “mortgagee” means—

(A) a mortgagee approved under this Act;

(B) a lender or a loan correspondent approved under
title I of this Act;
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(C) a branch office or subsidiary of the mortgagee,
lender, or loan correspondent; or

(D) a director, officer, employee, agent, or other person
participating in the conduct of the affairs of the mortgagee,
lender, or loan correspondent.

(8) REPORT REQUIRED.—The Board, in consultation with
the Federal Housing Administration Advisory Board, shall an-
nually recommend to the Secretary such amendments to stat-
ute or regulation as the Board determines to be appropriate to
ensure the long term financial strength of the Federal Housing
Administration fund and the adequate support for home mort-
gage credit.

(d) COORDINATION OF GNMA AND FHA WITHDRAWAL ACTION.—

(1) Whenever the Federal Housing Administration or Gov-
ernment National Mortgage Association initiates proceedings
that could lead to withdrawing the mortgagee from participat-
ing in the program, the initiating agency shall—

(A) within 24 hours notify the other agency in writing
of the action taken;

(B) provide to the other agency the factual basis for
the action taken; and

(C) if a mortgagee is withdrawn, publish its decision
in the Federal Register.

(2) Within 60 days of receipt of a notification of action that
could lead to withdrawal under subsection (1), the Federal
Housing Administration or the Government National Mortgage
Association shall—

(A) conduct and complete its own investigation;

(B) provide written notification to the other agency of
its decision, including the factual basis for its decision; and

(C) if a mortgagee is withdrawn, publish its decision
in the Federal Register.

(e) APPRAISAL STANDARDS.—(1) The Secretary shall prescribe
standards for the appraisal of all property to be insured by the
Federal Housing Administration. Such appraisals shall be per-
formed in accordance with uniform standards, by individuals who
have demonstrated competence and whose professional conduct is
subject to effective supervision. These standards shall require at a
minimum—

(A) that the appraisals of properties to be insured by the
Federal Housing Administration shall be performed in accord-
ance with generally accepted appraisal standards, such as the
appraisal standards promulgated by the Appraisal Foundation
a not-for-profit corporation established on November 30, 1987
under the laws of Illinois; and

(B) that each appraisal be a written statement used in con-
nection with a real estate transaction that is independently
and impartially prepared by a licensed or certified appraiser
setting forth an opinion of defined value of an adequately de-
scribed property as of a specific date, supported by presen-
tation and analysis of relevant market information.

(2) The Appraisal Subcommittee of the Federal Financial
Instituations Examination Council shall include the Secretary or
his designee.
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(3) DIRECT ENDORSEMENT PROGRAM.—

(A) Any mortgagee that is authorized by the Secretary to
process mortgages as a direct endorsement mortgagee (pursu-
ant to the single-family home mortgage direct endorsement
program established by the Secretary) may contract with an
appraiser chosen at the discretion of the mortgagee for the per-
formance of appraisals in connection with such mortgages.
Such appraisers may include appraisal companies organized as
corporations, partnerships, or sole proprietorships.

(B) Any appraisal conducted pursuant to subparagraph (A)
shall be conducted by an individual who complies with the
qualifications or standards for appraisers established by the
Secretary pursuant to section 202(e) of the National Housing
Act.

(C) In conducting an appraisal, such individual may utilize
the assistance of others, who shall be under the direct super-
vision of the individual responsible for the appraisal. The indi-
vidual responsible for the appraisal shall personally approve
and sign any appraisal report.

(4) FEE PANEL APPRAISERS.—

(A) Any individual who is an employee of an appraisal
company (including any company organized as a corporation,
partnership, or sole proprietorship) and who meets the quali-
fications or standards for appraisers and inclusion on appraiser
fee panels established by the Secretary, shall be eligible for as-
signment to conduct appraisals for mortgages under this title
in the same manner and on the same basis as other approved
appraisers.

(B) With respect to any employee of an appraisal company
described in subparagraph (A) who is offered an appraisal as-
signment in connection with a mortgage under this title, the
person utilizing the appraiser may contract directly with the
appraisal company employing the appraiser for the furnishing
of the appraisal services.

INSURANCE OF MORTGAGES
SEc. 203. [12 U.S.C. 1709] (a) The Secretary is authorized,

upon application by the mortgagee, to insure as hereinafter pro-
vided any mortgage offered to him which is eligible for insurance
as hereinafter provided, and, upon such terms as the Secretary
may prescribe, to make commitments for the insuring of such mort-
gages prior to the date of their execution or disbursement thereon.

(b) To be eligible for insurance under this section a mortgage

shall—

(1) Have been made to, and be held by, a mortgagee ap-
proved by the Secretary as responsible and able to service the
mortgage properly.

(2) Involve a principal obligation (including such initial
service charges, appraisal, inspection, and other fees as the
Secretary shall approve) in an amount—

(A) ! not to exceed the lesser of—

1Indented so in law.
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(1)1 in the case of a 1-family residence, 95 percent of
the median 1-family house price in the area, as determined
by the Secretary; in the case of a 2-family residence, 107
percent of such median price; in the case of a 3-family resi-
dence, 130 percent of such median price; or in the case of
a 4-family residence, 150 percent of such median price; or

(i) 87 percent of the dollar amount limitation de-
termined under section 305(a)(2) of the Federal Home

Loan Mortgage Corporation Act for a residence of the

applicable size; except that the dollar amount limita-

tion in effect for any area under this subparagraph
may not be less than 48 percent of the dollar limita-
tion determined under section 305(a)(2) of the Federal

Home Loan Mortgage Corporation Act for a residence

of the applicable size; and
(B)! except as otherwise provided in this paragraph (2),

not to exceed an amount equal to the sum of—

(1)2 97 percent of $25,000 of the appraised value of the
property, as of the date the mortgage is accepted for insur-
ance;

(i1) 2 95 percent of such value in excess of $25,000 but
not in excess of $125,000; and

(iii)2 90 percent of such value in excess of $125,000.

For purposes of the preceding sentence, the term “area” means
a metropolitan statistical area as established by the Office of
Management and Budget; and the median 1-family house price
for an area shall be equal to the median 1-family house price
of the county within the area that has the highest such median
price. If the mortgage to be insured under this section covers
property on which there is located a one- to four-family resi-
dence, and the appraised value of the property, as of the date
the mortgage is accepted for insurance, does not exceed
$50,000, the principal obligation may be in an amount not to
exceed 97 percent of such appraised value. If the mortgagor is
a veteran and the mortgage to be insured under this section
covers property upon which there is located a dwelling de-
signed principally for a one-family residence, the principal obli-
gation may be in an amount equal to the sum of (i) 100 per
centum of $25,000 of the appraised value of the property as of
the date the mortgage is accepted for insurance, and (i) 95 per
centum of such value in excess of $25,000. Notwithstanding
any other provision of this section, in any case where the
dwelling is not approved for mortgage insurance prior to the
beginning of construction, such mortgage shall not exceed 90
per centum of the entire appraised value of the property as of
the date the mortgage is accepted for insurance, unless (i) the
dwelling was completed more than one year prior to the appli-
cation for mortgage insurance, or (ii) the dwelling was ap-
proved for guaranty, insurance, or a direct loan under chapter
37 of title 38, United States Code, prior to the beginning of
construction, or (iii) the dwelling is covered by a consumer pro-
tection or warranty plan acceptable to the Secretary and satis-

1Indented so in law.
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fies all requirements which would have been applicable if such
dwelling had been approved for mortgage insurance prior to
the beginning of construction. As used herein, the term “vet-
eran” means any person who served on active duty in the
armed forces of the United States for a period of not less than
90 days (or as certified by the Secretary of Defense as having
performed extra-hazardous service), and who was discharged
or released therefrom under conditions other than dishonor-
able, except that persons enlisting in the armed forces after
September 7, 1980, or entering active duty after October 16,
1981, shall have their eligibility determined in accordance with
section 3103A(d) of title 38, United States Code.!

Notwithstanding any other provision of this paragraph,
the amount which may be insured under this section may be
increased by up to 20 percent if such increase is necessary to
account for the increased cost of the residence due to the in-
stallation of a solar energy system (as defined in subparagraph
(3) of the last paragraph of section 2(a) of this Act) therein.

Except with respect to mortgages executed by mortgagors
who are veterans, a mortgage may not involve a principal obli-
gation (including such initial service charges, appraisal, inspec-
tion, and other fees as the Secretary shall approve) in excess
of 98.75 percent of the appraised value of the property (97.75
percent, in the case of a mortgage with an appraised value in
excess of $50,000), plus the amount of the mortgage insurance
premium paid at the time the mortgage is insured. For pur-
poses of the preceding sentence, the term “appraised value”
means the amount set forth in the written statement required
under section 226, or a similar amount determined by the Sec-
retary if section 226 does not apply. Notwithstanding the au-
thority of the Secretary to establish the terms of insurance
under this section and approve the initial service charges, ap-
praisal, inspection, and other fees (and subject to any other
limitations under this section on the amount of a principal ob-
ligation), the Secretary may not (by regulation or otherwise)
limit the percentage or amount of any such approved charges
and fees that may be included in the principal obligation of a
mortgage.

Notwithstanding any other provision of this paragraph,
the Secretary may not insure, or enter into a commitment to
insure, a mortgage under this section that is executed by a
first-time homebuyer and that involves a principal obligation
(including such initial service charges, appraisal, inspection,
and other fees as the Secretary shall approve) in excess of 97
percent of the appraised value of the property unless the mort-
gagor has completed a program of counseling with respect to
the responsibilities and financial management involved in
homeownership that is approved by the Secretary; except that

1Section 402(b)(1) of the Department of Veterans Affairs Physician and Dentist Recruitment
and Retention Act of 1991, Pub. L. 102-40, approved May 7, 1991, redesignated section 3130A
of title 38, United States Code, as section 5303A. Section 402(d)(2) of such Act provides as fol-
lows:

“(2) Any reference in a provision of law other than title 38, United States Code, to a section
redesignated by subsection (b) shall be deemed to refer to the section as so redesignated”.
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the Secretary may, in the discretion of the Secretary, waive the
applicability of this requirement.

In conjunction with any loan insured under this section, an
original lender shall provide to each prospective borrower a
disclosure notice that provides a one page analysis of mortgage
products offered by that lender and for which the borrower
would qualify. This notice shall include: (i) a generic analysis
comparing the note rate (and associated interest payments), in-
surance premiums, and other costs and fees that would be due
over the life of the loan for a loan insured by the Secretary
under this subsection with the note rates, insurance premiums
(if applicable), and other costs and fees that would be expected
to be due if the mortgagor obtained instead other mortgage
products offered by the lender and for which the borrower
would qualify with a similar loan-to-value ratio in connection
with a conventional mortgage (as that term is used in section
305(a)(2) of the Federal Home Loan Mortgage Corporation Act
(12 U.S.C. 1454(a)(2)) or section 302(b)(2) of the Federal Na-
tional Mortgage Association Charter Act (12 U.S.C. 1717(b)(2)),
as applicable), assuming prevailing interest rates; and (ii) a
statement regarding when the mortgagor’s requirement to pay
the mortgage insurance premiums for a mortgage insured
under this section would terminate or a statement that the re-
quirement will terminate only if the mortgage is refinanced,
paid off, or otherwise terminated.

(3) Have a maturity satisfactory to the Secretary, but not
to exceed, in any event, thirty-five years (or thirty years if such
mortgage is not approved for insurance prior to construction)
from the date of the beginning of amortization of the mortgage.

(4) Contain complete amortization provisions satisfactory
to the Secretary requiring periodic payments by the mortgagor
not in excess of his reasonable ability to pay as determined by
the Secretary.

(5) Bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee.

(6) Provide, in a manner satisfactory to the Secretary, for
the application of the mortgagor’s periodic payments (exclusive
of the amount allocated to interest and to the premium charge
which is required for mortgage insurance as hereinafter pro-
vided) to amortization of the principal of the mortgage.

(7) Contain such terms and provisions with respect to in-
surance, repairs, alterations, payment of taxes, default re-
serves, delinquency charges, foreclosure proceedings, anticipa-
tion of maturity, additional and secondary liens, and other
matters as the Secretary may in his discretion prescribe.

[(8) [Repealed.]]

(9) Be executed by a mortgagor who shall have paid on ac-
count of the property (except with respect to a mortgage exe-
cuted by a mortgagor who is a veteran) at least 3 per centum,
or such larger amount as the Secretary may determine, of the
Secretary’s estimate of the cost of acquisition (excluding the
mortgage insurance premium paid at the time the mortgage is
insured) in cash or its equivalent: Provided, That with respect
to a mortgage executed by a mortgagor who is sixty years of
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age or older as of the date the mortgage is endorsed for insur-
ance or with respect to a mortgage meeting the requirements
of subsection (i) of this section, or with respect to a mortgage
covering a single-family home being purchased under the low-
income housing demonstration project assisted pursuant to sec-
tion 207 of the Housing Act of 1961, or with respect to a mort-
gage covering a housing unit in connection with a homeowner-
ship program under the Homeownershlp and Opportunity
Through HOPE Act, the mortgagor’s payment required by this
subsection may be paid by a corporation or person other than
the mortgagor under such terms and conditions as the Sec-
retary may prescribe: Provided further, That for purposes of
this paragraph, the Secretary shall consider as cash or its
equivalent any amounts borrowed from a family member (as
such term is defined in section 201), subject only to the re-
quirements that, in any case in which the repayment of such
borrowed amounts is secured by a lien against the property,
such lien shall be subordinate to the mortgage and the sum of
the principal obligation of the mortgage and the obligation se-
cured by such lien may not exceed 100 percent of the appraised
value of the property plus any initial service charges, ap-
praisal, inspection, and other fees in connection with the mort-
gage.
(10) CALCULATION OF DOWNPAYMENT.—

(A) IN GENERAL.—Notwithstanding any other provision
of this subsection, with respect to a mortgage executed for
insurance in fiscal years 1998, 1999, and 2000, involving
a principal obligation not in excess of the sum of—

(i) the amount of the mortgage insurance pre-
mium paid at the time the mortgage is insured; and

(i1)(I) in the case of a mortgage for a property with
an appraised value equal to or less than $50,000,
98.75 percent of the appraised value of the property,

(II) in the case of a mortgage for a property with
an appraised value in excess of $50,000 but not in ex-
cess of $125,000, 97.65 percent of the appraised value
of the property;

(ITI) in the case of a mortgage for a property with
an appraised value in excess of $125,000, 97.15 per-
cent of the appraised value of the property; or

(IV) notwithstanding subclauses (II) and (III), in
the case of a mortgage for a property with an ap-
praised value in excess of $50,000 that is located in an
area of the State for which the average closing cost ex-
ceeds 2.10 percent of the average, for the State, of the
sale price of properties located in the State for which
mortgages have been executed, 97.75 percent of the
appraised value of the property.

(B) AVERAGE CLOSING COST.—For purposes of this
paragraph, the term “average closing cost” means, with re-
spect to a State, the average, for mortgages executed for
properties that are located within the State, of the total
amounts (as determined by the Secretary) of initial service
charges, appraisal, inspection, and other fees (as the Sec-
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retary shall approve) that are paid in connection with such
mortgages.

(c)(1)* The Secretary is authorized to fix premium charge for
the insurance of mortgages under the separate sections of this title
but in the case of any mortgage such charge shall be not less than
an amount equivalent to one-fourth of 1 per centum per annum nor
more than an amount equivalent to 1 per centum per annum of the
amount of the principal obligation of the mortgage outstanding at
any time, without taking into account delinquent payments or pre-
payments: Provided, That premium charges fixed for insurance (1)
under section 245, 247, 251, 252, or 253, or any other financing
mechanism providing alternative methods for repayment of a mort-
gage that is determined by the Secretary to involve additional risk,
or (2) under subsections (n) and (k) are not required to be the same
as the premium charges for mortgages insured under the other pro-
visions of this section, but in no case shall premium charges under
subsection (n) or (k) exceed 1 per centum per annum: Provided,
That any reduced premium charge so fixed and computed may, in
the discretion of the Secretary, also be made applicable in such
manner as the Secretary shall prescribe to each insured mortgage
outstanding under the section or sections involved at the time the
reduced premium charge is fixed. Such premium charges shall be
payable by the mortgagee, either in cash, or in debentures issued
by the Secretary under this title at par plus accrued interest, in
such manner as may be prescribed by the Secretary: Provided,
That debentures presented in payment of premium charges shall
represent obligations of the particular insurance fund or account to
which such premium charges are to be credited: Provided further,
That the Secretary may require the payment of one or more such
premium charges at the time the mortgage is insured, at such dis-
count rate as he may prescribe not in excess of the interest rate
specified in the mortgage. If the Secretary finds upon the presen-
tation of a mortgage for insurance and the tender of the initial pre-
mium charge or charges so required that the mortgage complies
with the provisions of this section, such mortgage may be accepted
for insurance by endorsement or otherwise as the Secretary may
prescribe; but no mortgage shall be accepted for insurance under
this section unless the Secretary finds that the project with respect
to which the mortgage is executed is economically sound. In the
event that the principal obligation of any mortgage accepted for in-
surance under this title is paid in full prior to the maturity date,
the Secretary is further authorized in his discretion to require the
payment by the mortgagee of an adjusted premium charge in such
amount as the Secretary determines to be equitable, but not in ex-
cess of the aggregate amount of the premium charges that the
mortgagee would otherwise have been required to pay if the mort-
gage had continued to be insured until such maturity date; and in
the event that the principal obligation is paid in full as herein set
forth, the Secretary is authorized to refund to the mortgagee for
the account of the mortgagor all, or such portion as he shall deter-

1For provisions regarding premiums on mortgages executed during fiscal years 1991 through
1994, see section 2103(b) of the Omnibus Budget Rconciliation Act of 1990, Pub. L. 101-508 (as
amended by section 507(c) of the Housing and Community Development Act of 1992, Pub. L.
102-550).



893 NATIONAL HOUSING ACT Sec. 203

mine to be equitable, of the current unearned premium charges
theretofore paid: Provided, That with respect to mortgages (1) for
which the Secretary requires, at the time the mortgage is insured,
the payment of a single premium charge to cover the total pre-
mium obligation for the insurance of the mortgage, and (2) on
which the principal obligation is paid before the number of years
on which the premium with respect to a particular mortgage was
based, or the property is sold subject to the mortgage or is sold and
the mortgage is assumed prior to such time, the Secretary shall
provide for refunds, where appropriate, of a portion of the premium
paid and shall provide for appropriate allocation of the premium
cost among the mortgagors over the term of the mortgage, in ac-
cordance with procedures established by the Secretary which take
into account sound financial and actuarial considerations.

(2) Notwithstanding any other provision of this section, each
mortgage secured by a 1- to 4-family dwelling and executed on or
after October 1, 1994, that is an obligation of the Mutual Mortgage
Insurance Fund or of the General Insurance Fund pursuant to sub-
section (v), shall be subject to the following requirements:

(A) The Secretary shall establish and collect, at the time
of insurance, a single premium payment in an amount not ex-
ceeding 2.25 percent of the amount of the original insured prin-
cipal obligation of the mortgage. In the case of a mortgage for
which the mortgagor is a first-time homebuyer who completes
a program of counseling with respect to the responsibilities and
financial management involved in homeownership that is ap-
proved by the Secretary, the premium payment under this sub-
paragraph shall not exceed 2.0 percent of the amount of the
original insured principal obligation of the mortgage. Upon
payment in full of the principal obligation of a mortgage prior
to the maturity date of the mortgage, the Secretary shall re-
fund all of the unearned premium charges paid on the mort-
gage pursuant to this subparagraph.

(B) In addition to the premium under subparagraph (A),
the Secretary shall establish and collect annual premium pay-
ments in an amount not exceeding 0.50 percent of the remain-
ing insured principal balance (excluding the portion of the re-
maining balance attributable to the premium collected under
subparagraph (A) and without taking into account delinquent
payments or prepayments) for the following periods:

(i) For any mortgage involving an original principal
obligation (excluding any premium collected under sub-
paragraph (A)) that is less than 90 percent of the ap-
praised value of the property (as of the date the mortgage
is accepted for insurance), for the first 11 years of the
mortgage term.

(i1) For any mortage involving an original principal ob-
ligation (excluding any premium collected under subpara-
graph (A)) that is greater than or equal to 90 percent of
such value, for the first 30 years of the mortgage term; ex-
cept that notwithstanding the matter preceding clause (i),
for any mortgage involving an original principal obligation
(excluding any premium collected under subparagraph (A))
that is greater than 95 percent of such value, the annual
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premium collected during the 30-year period under this
clause shall be in an amount not exceeding 0.55 percent of
the remaining insured principal balance (excluding the
portion of the remaining balance attributable to the pre-
mium collected under subparagraph (A) and without tak-
ing into account delinquent payments or prepayments).

(d) Notwithstanding any provision of this title governing maxi-
mum mortgage amounts for insuring a mortgage secured by a one-
to four-family dwelling, the maximum amount of the mortgage de-
termined under any such provision may be increased by the
amount of the mortgage insurance premium paid at the time the
mortgage is insured.

(e) Any contract of insurance heretofore or hereafter executed
by the Secretary under this title shall be conclusive evidence of the
eligibility of the loan or mortgage for insurance, and the validility
of any contract of insurance so executed shall be incontestable in
the hands of an approved financial institution or approved mortga-
gee from the date of the execution of such contract, except for fraud
or misrepresentation on the part of such approved financial institu-
tion or approved mortgagee.

[(f) [Repealed.]]

(g)(1) The Secretary may insure a mortgage under this title
that is secured by a 1- to 4-family dwelling, or approve a substitute
mortgagor with respect to any such mortgage, only if the mortgagor
is to occupy the dwelling as his or her principal residence or as a
secondary residence, as determined by the Secretary. In making
this determination with respect to the occupancy of secondary resi-
dences, the Secretary may not insure mortgages with respect to
such residences unless the Secretary determines that it is nec-
essary to avoid undue hardship to the mortgagor. In no event may
a secondary residence under this subsection include a vacation
home, as determined by the Secretary.

(2) The occupancy requirement established in paragraph (1)
shall not apply to any mortgagor (or co-mortgagor, as appropriate)
that is—

(A) a public entity, as provided in section 214 or 247, or
any other State or local government or an agency thereof;

(B) a private nonprofit or public entity, as provided in sec-
tion 221(h) or 235(j), or other private nonprofit organization
that is exempt from taxation under section 501(c)(3) of the In-
ternal Revenue Code of 1986 and intends to sell or lease the
mortgage property to low or moderate-income persons, as de-
termined by the Secretary;

(C) an Indian tribe, as provided in section 248;

(D) a serviceperson who is unable to meet such require-
ment because of his or her duty assignment, as provided in sec-
tion 216 or subsection (b)(4) or (f) of section 222;

(E) a mortgagor or co-mortgagor under subsection (k); or

(F) a mortgagor that, pursuant to section 223(a)(7), is refi-
nancing an existing mortgage insured under this Act for not
more than the outstanding balance of the existing mortgage, if
the amount of the monthly payment due under the refinancing
mortgage is less than the amount due under the existing mort-
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gage for the month in which the refinancing mortgage is exe-

cuted.

(3) For purposes of this subsection, the term “substitute mort-
gagor” means a person who, upon the release by a mortgagee of a
previous mortgagor from personal liability on the mortgage note,
assumes such liability and agrees to pay the mortgage debt.

(h) Notwithstanding any other provision of this section, the
Secretary is authorized to insure any mortgage which involves a
principal obligation not in excess of the applicable maximum dollar
limit under subsection (b) and not in excess of 100 per centum of
the appraised value of a property upon which there is located a
dwelling designed principally for a single-family residence, where
the mortgagor establishes (to the satisfaction of the Secretary) that
his home which he occupied as an owner or as a tenant was de-
stroyed or damaged to such an extent that reconstruction is re-
quired as a result of a flood, fire, hurricane, earthquake, storm, or
other catastrophe, which the President, pursuant to! Robert T.
Stafford Disaster Relief and Emergency Assistance Act, has deter-
mined to be a major disaster. In any case in which the single fam-
ily residence to be insured under this subsection is within a juris-
diction in which the President has declared a major disaster to
have occurred, the Secretary is authorized, for a temporary period
not to exceed 18 months from the date of such Presidential declara-
tion, to enter into agreements to insure a mortgage which involves
a principal obligation of up to 100 percent of the dollar limitation
determined under section 305(a)(2) of the Federal Home Loan
Mortgage Corporation Act for single family residence, and not in
excess of 100 percent of the appraised value. 2

(i) The Secretary is authorized to insure under this section,
any mortgage meeting the requirements of subsection (b) of this
section, except as modified by this subsection, which involves a
principal obligation not in excess of 75 per centum of the limit on
the principal obligation applicable to a one-family residence under
subsection (b) of this section and not in excess of 97 per centum
(or, in any case where the dwelling is not approved for mortgage
insurance prior to the beginning of construction, unless the con-
struction of the dwelling was completed more than one year prior
to the application for mortgage insurance or the dwelling was ap-
proved for guaranty, insurance, or direct loan under chapter 37 of
title 38, United States Code, prior to the beginning of construction,
90 per centum) of the appraised value of a property located in an
area where the Secretary finds it is not practicable to obtain con-
formity with many of the requirements essential to the insurance
of mortgages on housing in built-up urban areas, upon which there
is located a dwelling designed principally for a single-family resi-
dence: Provided, That the Secretary finds that the property with

1So0 in law.

2This sentence was added by the Emergency Supplemental Appropriations Act of 1994, Pub.
L. 103-211, 108 Stat. 12, approved February 12, 1994. The undesignated paragraph following
the paragraph in which this amendment was made provides as follows:

“Eligibility for loans made under the authority granted by the preceding paragraph shall
be limited to persons whose principal residence was damaged or destroyed as a result of the
January 1994 earthquake in Southern California: Provided, That the provisions under this
Reading shall be effective only for the 18-month period following the date of enactment of this

ct.”.
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respect to which the mortgage is executed is an acceptable risk,
giving consideration to the need for providing adequate housing for
families of low and moderate income particularly in suburban and
outlying areas or small communities: Provided further, That under
the foregoing provisions of this subsection the Secretary is author-
ized to insure any mortgage issued with respect to a farm home on
a plot of land two and one-half or more acres in size adjacent to
an all-weather public road.

(j) Loans secured by mortgages insured under this section shall
not be taken into account in determining the amount of real estate
loans which a national bank may make in relation to its capital
and surplus or its time and savings deposits.

(k)(1) The Secretary may, in order to assist in the rehabilita-
tion of one- to four-family structures used primarily for residential
purposes, insure and make commitments to insure rehabilitation
loans (including advances made during rehabilitation) made by fi-
nancial institutions on and after 180 days following the date of en-
actment of the Housing and Community Development Amendments
of 1978.1 Such commitments to insure and such insurance shall be
made upon such terms and conditions which the Secretary may
prescribe and which are consistent with the provisions of sub-
sections (b), (¢), (e), (i) and (j) of this section, except as modified by
the provisions of this subsection.

(2) For the purpose of this subsection—

(A) the term “rehabilitation loan” means a loan, advance
of credit, or purchase of an obligation representing a loan or
advance of credit, made for the purpose of financing—

(i) the rehabilitation of an existing one- to four-unit
structure which will be used primarily for residential pur-
poses;

(ii) the rehabilitation of such a structure and the refi-
nancing of the outstanding indebtedness on such structure
and the real property on which the structure is located; or

(ii1) the rehabilitation of such a structure and the pur-
chase of the structure and the real property on which it is
located; and
(B) the term “rehabilitation” means the improvement (in-

cluding improvements designed to meet cost-effective energy

conservation standards prescribed by the Secretary) or repair
of a structure, or facilities in connection with a structure, and
may include the provision of such sanitary or other facilities as
are required by applicable codes, a community development
plan, or a statewide property insurance plan to be provided by
the owner or tenant of the project. The term “rehabilitation”
may also include measures to evaluate and reduce lead-based
paint hazards, as such terms are defined in section 1004 of the

Residential Lead-Based Paint Hazard Reduction Act of 1992.

(8) To be eligible for insurance under this subsection, a reha-
bilitation loan shall—

(A) involve a principal obligation (including such initial serv-
ice charges, appraisal, inspection, and other fees as the Sec-
retary shall approve) in an amount which does not exceed,

1The date of enactment was October 31, 1978.
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when added to any outstanding indebtedness of the borrower

which is secured by the structure and the property on which

it is located, the amount specified in subsection (b)(2); except
that, in determining the amount of the principal obligation for
purposes of this subsection, the Secretary shall establish as the
appraised value of the property an amount not to exceed the
sum of the estimated cost of rehabilitation and the Secretary’s
estimate of the value of the property before rehabilitation;

(B) bear interest at such rate as may be agreed upon by the
borrower and the financial institution;

(dC) be an acceptable risk, as determined by the Secretary;
an

(D) comply with such other terms, conditions, and restric-
tions as the Secretary may prescribe.

(4) Any rehabilitation loan insured under this subsection may
be refinanced and extended in accordance with such terms and con-
ditions as the Secretary may prescribe, but in no event for an addi-
tional amount or term which exceeds the maximum provided for in
this subsection.

(5) All funds received and all disbursements made pursuant to
the authority established by this subsection shall be credited or
charged as appropriate, to the General Insurance Fund, and insur-
ance benefits shall be paid in cash out of such Fund or in deben-
tures executed in the name of such Fund. Insurance benefits paid
with respect to loans secured by a first mortgage and insured
under this subsection shall be paid in accordance with section 204,
except that all references in section 204 to the Mutual Mortgage
Insurance Fund shall be construed as referring to the General In-
surance Fund. Insurance benefits paid with respect to loans se-
cured by a mortgage other than a first mortgage and insured under
this subsection shall be paid in accordance with paragraphs (6) and
(7) of section 220(h), except that reference to “this subsection” in
such paragraphs shall be construed as referring to this subsection.

(6)1 The Secretary is authorized, for a temporary period
not to exceed 18 months from the date on which the President
has declared a major disaster to have occurred, to enter into
agreements to insure a rehabilitation loan under this sub-
section which involves a principal obligation of up to 100 per-

cent of the dollar limitation determined under section 305(a)(2)

of the Federal Home Loan Mortgage Corporation Act for a resi-

dence of the applicable size, if such loan is secured by a struc-
ture and property that are within a jurisdiction in which the

President has declared such disaster, pursuant to the Robert

T. Stafford Disaster Relief and Emergency Assistance Act, and

if such loan otherwise conforms to the loan-to-value ratio and

other requirements of this subsection.

1This paragraph was added by the Emergency Supplemental Appropriations Act of 1994, Pub.
L. 103-211, 108 Stat. 12, approved February 12, 1994, and the indentation as shown is so in
law. The undesignated paragraph following the paragraph in which this amendment was made
provides as follows:

“Eligibility for loans made under the authority granted by the preceding paragraph shall
be limited to persons whose principal residence was damaged or destroyed as a result of the
January 1994 earthquake in Southern California: Provided, That the provisions under this
Reading shall be effective only for the 18-month period following the date of enactment of this

ct.”.
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[() [Repealed.]]

[(m) [Repealed.]]

(n)(1) The Secretary is authorized to insure under this section
any mortgage meeting the requirements of subsection (b) of this
section, except as modified by this subsection. To be eligible, the
mortgage shall involve a dwelling unit in a cooperative housing
project which is covered by a blanket mortgage insured under this
Act or the construction of which was completed more than a year
prior to the application for the mortgage insurance. The mortgage
amount as determined under the other provisions of subsection (b)
of this section shall be reduced by an amount equal to the portion
of the unpaid balance of the blanket mortgage covering the project
which is attributable (as of the date the mortgage is accepted for
insurance) to such unit.

(2) For the purpose of this subsection—

(A) The terms “home mortgage” and “mortgage” include a
first lien given (in accordance with the laws of the State where
the property is located and accompanied by such security and
other undertakings as may be required under regulations of
the Secretary) to secure a loan made to finance the purchase
of stock or membership in a cooperative ownership housing cor-
poration the permanent occupancy of the dwelling units of
which is restricted to members of such corporation, where the
purchase of such stock or membership will entitle the pur-
chaser to the permanent occupancy of one of such units.

(B) The terms “appraised value of the property”, “value of
the property”, and “value” include the appraised value of a
dwelling unit in a cooperative housing project of the type de-
scribed in subparagraph (A) where the purchase of the stock or
membership involved will entitle the purchaser to the perma-
nent occupancy of that unit; and the term “property” includes
a dwelling unit in such a cooperative project.

(C) The terms “mortgagor” includes a person or persons
giving a first lien (of the type described in subparagraph (A))
to secure a loan to finance the purchase of stock or member-
ship in a cooperative housing corporation.

(0)(1) Notwithstanding any other provision of this section or
any other section of this title, the Secretary is authorized to insure,
and to commit to insure, under subsection (b) of this section as
modified by this subsection a mortgage which meets both the re-
quirements of this subsection and such criteria as the Secretary by
regulation may prescribe to further the purpose of this subsection,
in any community where the Secretary determines that—

(A) temporary adverse economic conditions exist through-
out the community as a direct and primary result of outstand-
ing claims to ownership of land in the community by an Amer-
ican Indian tribe, band, or Nation;

(B) such ownership claims are reasonably likely to be set-
tled, by court action or otherwise;

(C) as a direct result of the community’s temporarily im-
paired economic condition, owner occupants of homes in the
community have been involuntarily unemployed or under-
employed and have thus incurred substantial reductions in in-
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come which significantly impair their ability to continue timely
payment of their mortgages;

(D) as a result, widespread mortgage foreclosures and dis-
tress sales of homes are likely in the community; and

(E) fifty or more individual homeowners were joined as
parties defendant or were members of a defendant class prior
to December 31, 1976, in litigation involving claims to owner-
ship of land in the community by an American Indian tribe,
band, or Nation.

(2) A mortgage shall be eligible for insurance under subsection
(b) of this section as modified by this subsection without regard to
limitations in this title relating to a mortgagor’s reasonable ability
to pay, economic soundness, marketability of title, or any other
statutory restriction which the Secretary determines is contrary to
the purpose of this subsection, but only if the mortgagor is an
owner of a home in a community specified in paragraph (1) who,
as a direct result of the community’s temporarily impaired eco-
nomic condition, has been involuntarily unemployed or under-
employed and has thus incurred a substantial reduction in income
which significantly impairs the owner’s ability to continue timely
payment of the mortgage. The Secretary is authorized to encourage
or afford directly to or on behalf of mortgagors whose mortgages
are insured under subsection (b) as modified by this subsection
forebearance, assignment of mortgages to the Secretary, or such
other relief as the Secretary deems appropriate and consistent with
the purpose of this subsection. The Secretary, in connection with
any mortgage insured under subsection (b) as modified by this sub-
section, shall have all statutory powers, authority, and responsibil-
ities which the Secretary has with respect to other mortgages in-
sured under subsection (b), except that the Secretary may modify
such powers, authority, or responsibilities where the Secretary
deems such action to be necessary because of the special nature of
the mortgage involved. Notwithstanding section 202 of this title,
the insurance of a mortgage under subsection (b) of this section as
modified by this subsection shall be the obligation of the Special
Risk Insurance Fund created pursuant to section 238 of this title.

(p)(1) Notwithstanding any other provision of this section or
any other section of this title, the Secretary is authorized to insure,
and to commit to insure, under subsection (b) of this section as
modified by this subsection a mortgage which meets both the re-
quirements of this subsection and such criteria as the Secretary by
regulation shall prescribe to further the purpose of this subsection,
in any community where the Secretary determines that—

(A) temporary adverse economic conditions exist through-
out the community as a direct and primary result of outstand-
ing claims to ownership of land in the community by an Amer-
ican Indian tribe, band, or nation;

(B) such ownership claims are reasonably likely to be set-
tled, by court action or otherwise; and

(C) fifty or more individual homeowners were joined as
parties defendant or were members of a defendant class prior
to April 1, 1980, in ligitation involving claims to ownership of
land in the community by an American Indian tribe, band,
group, or nation pursuant to a dispute involving the Articles
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of Confederation, Trade and Intercourse Act of 1790, or any

similar State or Federal law.

(2) A mortgage shall be eligible for insurance under subsection
(b) of this section as modified by this subsection without regard to
limitations in this title relating to marketability of title, or any
other statutory restriction which the Secretary determines is con-
trary to the purpose of this subsection, but only if the mortgagor
is an owner of a home in a community specified in paragraph (1).
The Secretary, in connection with any mortgage insured under sub-
section (b) as modified by this subsection, shall have all statutory
powers, authority, and responsibilities which the Secretary has
with respect to other mortgages insured under subsection (b), ex-
cept that the Secretary may modify such powers, authority, or re-
sponsibilities where the Secretary deems such action to be nec-
essary because of the special nature of the mortgage involved. Not-
withstanding section 202 of this title, the insurance of a mortgage
under subsection (b) of this section as modified by this subsection
shall be the obligation of the Special Risk Insurance Fund created
pursuant to section 238 of this title.

(q)(1) Notwithstanding any other provision of this section or
any other section of this title, the Secretary shall insure and com-
mit to insure, under subsection (b) as modified by this subsection,
any mortgage secured by property located on land that—

(A) is within the Allegany Reservation of the Seneca Na-
tion of New York Indians; and

(B) is subject to a lease entered into for a term of 99 years
pursuant to the Act of February 19, 1875 (Chapter 90; 18 Stat.

330) and the Act of September 30, 1890 (Chapter 1132; 26

Stat. 558).

(2) A mortgage shall be eligible for insurance under subsection
(b) as modified by this subsection without regard to limitations in
this title relating to marketability of title or any other statutory re-
striction that the Secretary determines is contrary to the purpose
of this subsection.

(83) The Secretary, in connection with any mortgage insured
under subsection (b) as modified by this subsection, shall have all
statutory powers, authority, and responsibilities that the Secretary
has with respect to other mortgages insured under subsection (b),
except that the Secretary may modify such powers, authority, or re-
sponsibilities if the Secretary determines such action to be nec-
essary because of the special nature of the mortgage involved.

(4) Notwithstanding section 202, the insurance of a mortgage
under subsection (b) as modified by this subsection shall be the ob-
ligation of the Special Risk Insurance Fund created in section 238.

(r) The Secretary shall take appropriate actions to reduce
losses under the single-family mortgage insurance programs car-
ried out under this title. Such actions shall include—

(1) an annual review by the Secretary of the rate of early

serious defaults and claims, in accordance with section 533;

(2) requiring that at least one person acquiring ownership

of a one- to four-family residential property encumbered by a

mortgage insured under this title be determined to be credit-

worthy under standards prescribed by the Secretary, whether
or not such person assumes personal liability under the mort-
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gage (except that acquisitions by devise or descent shall not be

subject to this requirement);

(3) in any case where personal liability under a mortgage
is assumed, requiring that the original mortgagor be advised
of the procedures by which he or she may be released from li-
ability; and

(4) providing counseling, either directly or through third
parties, to delinquent mortgagors whose mortgages are insured
under this section 203 (12 U.S.C. 1709), using the Fund to pay
for such counseling.

In any case where the homeowner does not request a release from
liability, the purchaser and the homeowner shall have joint and
several liability for any default for a period of 5 years following the
date of the assumption. After the close of such 5-year period, only
the purchaser shall be liable for any default on the mortgage un-
less the mortgage is in default at the time of the expiration of the
5-year period.

(s) Whenever the Secretary has taken any discretionary action
to suspend or revoke the approval of any mortgagee to participate
in any mortgage insurance program under this title, the Secretary
shall provide prompt notice of the action and a statement of the
reasons for the action to—

(1) the Secretary of Veterans Affairs;

(2) the chief executive officer of the Federal National Mort-
gage Association;

(3) the chief executive officer of the Federal Home Loan
Mortgage Corporation;

(4) the Administrator of the Farmers Home Administra-
tion;

(5) if the mortgagee is a national bank or District bank, or
a subsidiary or affiliate of such a bank, the Comptroller of the
Currency;

(6) if the mortgagee is a State bank that is a member of
the Federal Reserve System or a subsidiary or affiliate of such
a bank, or a bank holding company or a subsidiary or affiliate
of such a company, the Board of Governors of the Federal Re-
serve System;

(7) if the mortgagee is a State bank that is not a member
of the Federal Reserve System or is a subsidiary or affiliate of
such a bank, the Board of Directors of the Federal Deposit In-
surance Corporation; and

(8) if the mortgagee is a Federal or State savings associa-
tion or a subsidiary or affiliate of a savings association, the Di-
rector of the Office of Thrift Supervision.

(s)X(1) Each mortgagee (or servicer) with respect to a mortgage
under this section shall provide each mortgagor of such mortgagee
(or servicer) written notice, not less than annually, containing a
statement of the amount outstanding for prepayment of the prin-
cipal amount of the mortgage and describing any requirements the
mortgagor must fulfill to prevent the accrual of any interest on
such principal amount after the date of any prepayment. This para-
graph shall apply to any insured mortgage outstanding on or after

1S0 in law. Probably should be designated as subsection (t).
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the expiration of the 90-day period beginning on the date of effec-
tiveness of final regulations implementing this paragraph.

(2) Each mortgagee (or servicer) with respect to a mortgage
under this section shall, at or before closing with respect to any
such mortgage, provide the mortgagor with written notice (in such
form as the Secretary shall prescribe, by regulation, before the ex-
piration of the 90-day period beginning upon the date of the enact-
ment of the Cranston-Gonzalez National Affordable Housing Act1)
describing any requirements the mortgagor must fulfill upon pre-
payment of the principal amount of the mortgage to prevent the ac-
crual of any interest on the principal amount after the date of such
prepayment. This paragraph shall apply to any mortgage executed
after the expiration of the period under paragraph (1).

(t)2(1) No mortgagee may make or hold mortgages insured
under this section if the customary lending practices of the mortga-
gee, as determined by the Secretary pursuant to section 539, pro-
vide for a variation in mortgage charge rates that exceeds 2 per-
cent for insured mortgages made by the mortgagee on dwellings lo-
cated within an area. The Secretary shall ensure that any permis-
sible variations in the mortgage charge rates of any mortgagee are
based only on actual variations in fees or costs to the mortgagee
to make the loan.

(2) For purposes of this subsection—

(A) the term “area” shall have the meaning given the term
under subsection (b)(2);

(B) the term “mortgage charges” includes the interest rate,
discount points, loan origination fee, and any other amount
ch?lrged to a mortgagor with respect to an insured mortgage;
an

(C) the term “mortgage charge rate” means the amount of
mortgage charges for an insured mortgage expressed as a per-
centage of the initial principal amount of the mortgage.

(v) Notwithstanding section 202 of this title, the insurance of
a mortgage under this section in connection with the assistance
provided under section 8(y) of the United States Housing Act of
1937 shall be the obligation of the General Insurance Fund created
pursuant to section 519 of this title. The provisions of subsections
(a) through (h), (j), and (k) of section 204 shall apply to such mort-
gages, except that (1) all references in section 204 to the Mutual
Mortgage Insurance Fund or the Fund shall be construed to refer
to the General Insurance Fund, and (2) any excess amounts de-
scribed in section 204(f)(1) shall be retained by the Secretary and
credited to the General Insurance Fund.

(v)3 ANNUAL REPORT.—The Secretary of Housing and Urban
Development shall submit to the Congress an annual report on the
single family mortgage insurance program under this section. Each
report shall set forth—

(1) an analysis of the income groups served by the single
family insurance program, including—

(A) the percentage of borrowers whose incomes do not
exceed 100 percent of the median income for the area;

1The date of enactment was November 28, 1990.
280 in law. Probably should be designated as subsection (u).
3So in law. Probably should be designated as subsection (w).
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(B) the percentage of borrowers whose incomes do not
exceed 80 percent of the median income for the area; and

(C) the percentage of borrowers whose incomes do not
exceed 60 percent of the median income for the area;

(2) an analysis of the percentage of minority borrowers an-
nually assisted by the program; the percentage of central city
borrowers assisted and the percentage of rural borrowers as-
sisted by the program;

(3) the extent to which the Secretary in carrying out the
program has employed methods to ensure that needs of low
and moderate income families, underserved areas, and histori-
cally disadvantaged groups are served by the program; and

(4) the current impediments to having the program serve
low and moderate income borrowers; borrowers from central
city areas; borrowers from rural areas; and minority borrowers.
(x) MANAGEMENT DEFICIENCIES REPORT.—

(1) IN GENERAL.—Not later than 60 days after the date of
the enactment of this subsection!, and annually thereafter, the
Secretary shall submit to Congress a report on the plan of the
Secretary to address each material weakness, reportable condi-
tion, and noncompliance with an applicable law or regulation
(as defined by the Director of the Office of Management and
Budget) identified in the most recent audited financial state-
ment of the Federal Housing Administration submitted under
section 3515 of title 31, United States Code.

(2) CONTENTS OF ANNUAL REPORT.—Each report submitted
under paragraph (1) shall include—

(A) an estimate of the resources, including staff, infor-
mation systems, and contract assistance, required to ad-
dress each material weakness, reportable condition, and
noncompliance with an applicable law or regulation de-
scribed in paragraph (1), and the costs associated with
those resources;

(B) an estimated timetable for addressing each mate-
rial weakness, reportable condition, and noncompliance
with an applicable law or regulation described in para-
graph (1); and

(C) the progress of the Secretary in implementing the
plan of the Secretary included in the report submitted
under paragraph (1) for the preceding year, except that
this subparagraph does not apply to the initial report sub-
mitted under paragraph (1).

PAYMENT OF INSURANCE
SEC. 204. (a)2 IN GENERAL.—

1The date of enactment was October 21, 1998.

2Section 601(a) of the Departments of Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1999, Public Law 105-276, approved October 21,
1998, amended this subsection to read as shown. Section 601(b) of such Act provides as follows:

“(b) EFFECTIVE DATE.—The Secretary shall publish a notice in the Federal Register stating
the effective date of the terms and conditions prescribed by the Secretary under section 204(a)(1)
of the National Housing Act, as amended by subsection (a) of this section. Subsections (a) and
(k) of section 204 of the National Housing Act, as in effect immediately before such effective
date, shall continue to apply to any mortgage insured under section 203 of the National Housing

Continued
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(1) AUTHORIZED CLAIMS PROCEDURES.—The Secretary may,
in accordance with this subsection and terms and conditions
prescribed by the Secretary, pay insurance benefits to a mort-
gagee for any mortgage insured under section 203 through any
of the following methods:

(A) ASSIGNMENT OF MORTGAGE.—The Secretary may
pay insurance benefits whenever a mortgage has been in
a monetary default for not less than 3 full monthly install-
ments or whenever the mortgagee is entitled to foreclosure
for a nonmonetary default. Insurance benefits shall be
paid pursuant to this subparagraph only upon the assign-
ment, transfer, and delivery to the Secretary of—

(1) all rights and interests arising under the mort-

gage;

(i) all claims of the mortgagee against the mort-

gagor or others arising out of the mortgage trans-
action;

(iii) title evidence satisfactory to the Secretary;
and

(iv) such records relating to the mortgage trans-
action as the Secretary may require.

(B) CONVEYANCE OF TITLE TO PROPERTY.—The Sec-
retary may pay insurance benefits if the mortgagee has ac-
quired title to the mortgaged property through foreclosure
or has otherwise acquired such property from the mortga-
gor after a default upon—

(i) the prompt conveyance to the Secretary of title
to the property which meets the standards of the Sec-
retary in force at the time the mortgage was insured
and which is evidenced in the manner provided by
such standards; and

(i1) the assignment to the Secretary of all claims
of the mortgagee against the mortgagor or others, aris-
ing out of mortgage transaction or foreclosure proceed-
ings, except such claims as may have been released
with the consent of the Secretary.

The Secretary may permit the mortgagee to tender to the
Secretary a satisfactory conveyance of title and transfer of
possession directly from the mortgagor or other appro-
priate grantor, and may pay to the mortgagee the insur-
ance benefits to which it would otherwise be entitled if
such conveyance had been made to the mortgagee and
from the mortgagee to the Secretary.

(C) CLAIM WITHOUT CONVEYANCE OF TITLE.—The Sec-
retary may pay insurance benefits upon sale of the mort-
gaged property at foreclosure where such sale is for at
least the fair market value of the property (with appro-
priate adjustments), as determined by the Secretary, and
upon assignment to the Secretary of all claims referred to
in clause (ii) of subparagraph (B).

Act before such effective date, except that the Secretary may, at the request of the mortgagee,
pay insurance benefits as provided in subparagraphs (A) and (D) of section 204(a)(1) of such Act
to calculate insurance benefits in accordance with section 204(a)(5) of such Act.”.
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(D) PREFORECLOSURE SALE.—The Secretary may pay
insurance benefits upon the sale of the mortgaged property
by the mortgagor after default and the assignment to the
Secretary of all claims referred to in clause (ii) of subpara-
graph (B), if—

(i) the sale of the mortgaged property has been ap-
proved by the Secretary;

(ii) the mortgagee receives an amount at least
equal to the fair market value of the property (with
appropriate adjustments), as determined by the Sec-
retary; and

(iii) the mortgagor has received an appropriate
disclosure, as determined by the Secretary.

(2)1 PAYMENT FOR LOSS MITIGATION.—The Secretary may pay

insurance benefits to the mortgagee to recompense the mortgagee
for all or part of any costs of the mortgagee for taking loss mitiga-
tion actions that provide an alternative to foreclosure of a mortgage
that is in default (including but not limited to actions such as spe-
cial forbearance, loan modification, and deeds in lieu of foreclosure,
but not including assignment of mortgages to the Secretary under
section 204(a)(1)(A)). No actions taken under this paragraph, nor
any failure to act under this paragraph, by the Secretary or by a
mortgagee shall be subject to judicial review.

(3) DETERMINATION OF CLAIMS PROCEDURE.—The Secretary
shall publish guidelines for determining which of the proce-
dures for payment of insurance under paragraph (1) are avail-
able to a mortgagee when it claims insurance benefits. At least
one of the procedures for payment of insurance benefits speci-
fied in paragraph (1)(A) or (1)(B) shall be available to a mort-
gagee with respect to a mortgage, but the same procedure shall
not be required to be available for all of the mortgages held by
a mortgagee.

(4) SERVICING OF ASSIGNED MORTGAGES.—If a mortgage is
assigned to the Secretary under paragraph (1)(A), the Sec-
retary may permit the assigning mortgagee or its servicer to
continue to service the mortgage for reasonable compensation
and on terms and conditions determined by the Secretary. Nei-
ther the Secretary nor any servicer of the mortgage shall be re-
quired to forbear from collection of amounts due under the
mortgage or otherwise pursue loss mitigation measures.

(5) CALCULATION OF INSURANCE BENEFITS.—Insurance ben-
efits shall be paid in accordance with section 520 and shall be
equal to the original principal obligation of the mortgage (with
such additions and deductions as the Secretary determines are
appropriate) which was unpaid upon the date of—

(A) assignment of the mortgage to the Secretary;

(B) the institution of foreclosure proceedings;

(C) the acquisition of the property after default other
than by foreclosure; or

(D) sale of the mortgaged property by the mortgagor.

1Indented so in law.
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(6) FORBEARANCE AND RECASTING AFTER DEFAULT.—The
mortgagee may, upon such terms and conditions as the Sec-
retary may prescribe—

(A) extend the time for the curing of the default and
the time for commencing foreclosure proceedings or for
otherwise acquiring title to the mortgaged property, to
such time as the mortgagee determines is necessary and
desirable to enable the mortgagor to complete the mort-
gage payments, including an extension of time beyond the
stated maturity of the mortgage, and in the event of a sub-
sequent foreclosure or acquisition of the property by other
means the Secretary may include in the amount of insur-
ance benefits an amount equal to any unpaid mortgage in-
terest; or
(B) provide for a modification of the terms of the mortgage

for the purpose of recasting, over the remaining term of the

mortgage or over such longer period pursuant to guidelines as
may be prescribed by the Secretary, the total unpaid amount
then due, with the modification to become effective currently or
to become effective upon the termination of an agreed-upon ex-
tension of the period for curing the default; and the principal
amount of the mortgage, as modified, shall be considered the

“original principal obligation of the mortgage” for purposes of

paragraph (5).

(7) TERMINATION OF PREMIUM OBLIGATION.—The obligation
of the mortgagee to pay the premium charges for insurance
shall cease upon fulfillment of the appropriate requirements
under which the Secretary may pay insurance benefits, as de-
scribed in paragraph (1). The Secretary may also terminate the
mortgagee’s obligation to pay mortgage insurance premiums
upon receipt of an application filed by the mortgagee for insur-
ance benefits under paragraph (1), or in the event the contract
of insurance is terminated pursuant to section 229.

(8) EFFECT ON PAYMENT OF INSURANCE BENEFITS UNDER
SECTION 230.—Nothing in this section shall limit the authority
of the Secretary to pay insurance benefits under section 230.

(9) TREATMENT OF MORTGAGE ASSIGNMENT PROGRAM.—Not-
withstanding any other provision of law, or the Amended Stip-
ulation entered as a consent decree on November 8, 1979, in
Ferrell v. Cuomo, No. 73 C 334 (N.D. Ill.), or any other order
intended to require the Secretary to operate the program of
mortgage assignment and forbearance that was operated by
the Secretary pursuant to the Amended Stipulation and under
the authority of section 230, prior to its amendment by section
407(b) of The Balanced Budget Downpayment Act, I (Public
Law 104-99; 110 Stat. 45), no mortgage assigned under this
section may be included in any mortgage foreclosure avoidance
program that is the same or substantially equivalent to such
a program of mortgage assignment and forbearance.

(b) The Secretary may at any time, under such terms and con-
ditions as he may prescribe, consent to the release of the mortgagor
from his liability under the mortgage or the credit instrument se-
cured thereby, or consent to the release of parts of the mortgaged
property from the lien of the mortgage.
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(c) Debentures issued under this section—

(1) shall be in such form and amounts;

(2) shall be subject to such terms and conditions;

(3) shall include such provisions for redemption, if any, as
may be prescribed by the Secretary of Housing and Urban De-
vel(tl)pment, with the approval of the Secretary of the Treasury;
an

(4) may be in book entry or certificated registered form, or
such other form as the Secretary of Housing and Urban Devel-
opment may prescribe in regulations.

(d) The debentures issued under this section to any mortgagee
with respect to mortgages insured under section 203 shall be issued
in the name of the Mutual Mortgage Insurance Fund as obligor
and shall be negotiable, and, if in book entry form, transferable, in
the manner described by the Secretary in regulations. All such de-
bentures shall be dated as of the date foreclosure proceedings were
instituted, or the property was otherwise acquired by the mortga-
gee after default: Provided, That debentures issued pursuant to
claims for insurance filed on or after the date of enactment of the
Housing Act of 19641 shall be dated as of the date of default or
as of such later date as the Secretary, in his discretion, may estab-
lish by regulation. The debentures shall bear interest from such
date at a rate established by the Secretary pursuant to section 224,
payable semiannually on the 1st day of January and the 1st day
of July of each year, and shall mature twenty years after the date
thereof. Such debentures as are issued in exchange for property
covered by mortgages insured under section 203 or section 207
prior to the date of enactment of the National Housing Act Amend-
ments of 1938 shall be subject only to such Federal, State, and
local taxes as the mortgages in exchange for which they are issued
would be subject to in the hands of the holder of the debentures
and shall be a liability of the Mutual Mortgage Insurance Fund,
but such debentures shall be fully and unconditionally guaranteed
as to principal and interest by the United States; but any mortga-
gee entitled to receive any such debentures may elect to receive in
lieu thereof a cash adjustment and debentures issued as herein-
after provided and bearing the current rate of interest. Such deben-
tures as are issued in exchange for property covered by mortgages
insured after the date of enactment of the National Housing Act
Amendments of 1938 shall be exempt, both as to principal and in-
terest, from all taxation (except surtax, estate, inheritance, and gift
taxes) now or hereafter imposed by the United States, by any Ter-
ritory, dependency, or possession thereof, or by any State, county,
municipality, or local taxing authority; and such debentures shall
be paid out of the Mutual Mortgage Insurance Fund, which shall
be primarily liable therefor, and they shall be fully and uncondi-
tionally guaranteed as to principal and interest by the United
States, and, in the case of debentures issued in certificated reg-
istered form, such guaranty shall be expressed on the face of the
debentures. In the event that the Mutual Mortgage Insurance
Fund fails to pay upon demand, when due, the principal of or inter-
est on any debentures issued under this section, the Secretary of

1September 2, 1964.
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the Treasury shall pay to the holders the amount thereof which is
hereby authorized to be appropriated, out of any money in the
Treasury not otherwise appropriated, and thereupon to the extent
of the amount so paid the Secretary of the Treasury shall succeed
to all the rights of the holders of such debentures.

(e)(1) Subject to paragraph (2) the certificate of claim issued by
the Secretary to any mortgagee shall be for an amount which the
Secretary determines to be sufficient, when added to the face value
of the debentures issued and the cash adjustment paid to the mort-
gagee, to equal the amount which the mortgagee would have re-
ceived if, at the time of the conveyance to the Secretary of the prop-
erty covered by the mortgage, the mortgagor had redeemed the
property and paid in full all obligations under the mortgage and a
reasonable amount for necessary expenses incurred by the mortga-
gee in connection with the foreclosure proceedings, or the acquisi-
tion of the mortgaged property otherwise, and the conveyance
thereof to the Secretary. Each such certificate of claim shall pro-
vide that there shall accrue to the holder of such certificate with
respect to the face amount of such certificate an increment at the
rate of 3 per centum per annum which shall not be compounded.
The amount to which the holder of any such certificate shall be en-
titled shall be determined as provided in subsection (f).

(2) A certificate of claim shall not be issued and the provisions
of paragraph (1) of this subsection shall not be applicable in the
case of a mortgage accepted for insurance pursuant to a commit-
ment issued on or after the date of enactment of the Housing Act
of 1964.1

(H)() If, after deducting (in such manner and amount as the
Secretary shall determine to be equitable and in accordance with
sound accounting practice) the expenses incurred by the Secretary,
the net amounts realized from any property conveyed to the Sec-
retary under this section and the claims assigned therewith exceed
the face value of the debentures issued and the cash paid in ex-
change for such property plus all interest paid on such debentures,
such excess shall be divided as follows:

(i) If such excess is greater than the total amount payable
under the certificate of claim issued in connection with such
property, the Secretary shall pay to the holder of such certifi-
cate the full amount so payable, and any excess remaining
thereafter shall be paid to the mortgagor of such property if
the mortgage was insured under section 203: Provided, That on
and after the date of enactment of the Housing Act of 1964,1
any excess remaining after payment to the holder of the full
amount of the certificate of claim, together with the accrued in-
terest increment thereon, shall be retained by the Secretary
and credited to the applicable insurance fund; and

(i1) If such excess is equal to or less than the total amount
payable under such certificate of claim, the Secretary shall pay
to the holder of such certificate the full amount of such excess.
(2) Notwithstanding any other provisions of this section, the

Secretary is authorized with respect to mortgages insured pursuant
to commitments for insurance issued after the date of enactment

1September 2, 1964.
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of the Housing Amendments of 1955,1 and, with the consent of the
mortgagee or mortgagor, as the case may be, with respect to mort-
gages insured pursuant to commitments issued prior to such date,
to effect the settlement of certificates of claim and refunds to mort-
gagors at any time after the sale or transfer of title to the property
conveyed to the Secretary under this section and without awaiting
the final liquidation of such property for the purpose of determin-
ing the net amount to be realized therefrom: Provided, That the
settlement authority created by the Housing Amendments of 1955
shall be terminated with respect to any certificates of claim out-
standing as of the date of enactment of the Housing Act of 1964.

(3) With the consent of the holder thereof, the Secretary is au-
thorized, without awaiting the final liquidation of the Secretary’s
interest in the property, to settle any certificate of claim issued
pursuant to subsection (e), with respect to which settlement had
not been effected prior to the date of enactment of the Housing Act
of 1964, by making payment in cash to the holder thereof of such
amount not exceeding the face amount of the certificate of claim,
together with the accrued interest thereon, as the Secretary may
consider appropriate: Provided, That in any case where the certifi-
cate of claim is settled in accordance with the provisions of this
paragraph, any amounts realized after the date of enactment of the
Housing Act of 1964, in the liquidation of the Secretary’s interest
in the property, shall be retained by the Secretary and credited to
the applicable insurance fund.

(g) Notwithstanding any other provision of law relating to the
acquisition, handling, or disposal of real property by the United
States, the Secretary shall have power to deal with, complete, rent,
renovate, modernize, insure, or sell for cash or credit, in his discre-
tion, any properties conveyed to him in exchange for debentures
and certificates of claim as provided in this section; and notwith-
standing any other provision of law, the Secretary shall also have
power to pursue to final collection, by way of compromise or other-
wise, all claims against mortgagors assigned by mortgagees to the
Secretary as provided in this section: Provided, That section 3709
of the Revised Statutes shall not be construed to apply to any con-
tract for hazard insurance, or to any purchase or contract for serv-
ices or supplies on account of such property if the amount thereof
does not exceed $1,000. The Secretary shall, by regulation, carry
out a program of sales of such properties and shall develop and im-
plement appropriate credit terms and standards to be used in car-
rying out the program. The power to convey and to execute in the
name of the Secretary deeds of conveyance, deeds of release, as-
signments and satisfactions of mortgages, and any other written in-
strument relating to real or personal property or any interest
therein heretofore or hereafter acquired by the Secretary pursuant
to the provisions of this Act, may be exercised by an officer ap-
pointed by him, without the execution of any express delegation of
power or power of attorney: Provided, That nothing in this sub-
section shall be construed to prevent the Secretary from delegating
such power by order or by power of attorney, in his discretion, to
any officer, agent, or employee he may appoint: And provided fur-

1 August 11, 1955.
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ther, That a conveyance or transfer of title to real or personal prop-
erty or an interest therein to the Secretary of Housing and Urban
Development, his successors and assigns, without identifying the
Secretary therein, shall be deemed a proper conveyance or transfer
to the same extent and of like effect as if the Secretary were per-
sonally named in such conveyance or transfer. The Secretary may
sell real and personal property acquired by the Secretary pursuant
to the provisions of this Act on such terms and conditions as the
Secretary may prescribe.
(h) DISPOSITION OF ASSETS IN REVITALIZATION AREAS.—

(1) IN GENERAL.—The purpose of this subsection is to re-
quire the Secretary to carry out a program under which eligi-
ble assets (as such term is defined in paragraph (2)) shall be
made available for sale in a manner that promotes the revital-
ization, through expanded homeownership opportunities, of re-
vitalization areas. Notwithstanding the authority under the
last sentence of subsection (g), the Secretary shall dispose of
all eligible assets under the program and shall establish the
program in accordance with the requirements under this sub-
section.

(2) ELIGIBLE ASSETS.—For purposes of this subsection, the
term “eligible asset” means any of the following assets of the
Secretary:

(A) PROPERTIES.—Any property that—

(1) is designed as a dwelling for occupancy by 1 to
4 families;

(i1) is located in a revitalization area;

(iii) was previously subject to a mortgage insured
under the provisions of this Act; and

(iv) is owned by the Secretary pursuant to the
payment of insurance benefits under this Act.
(B) MORTGAGES.—Any mortgage that—

(i) is an interest in a property that meets the re-
quirements of clauses (i) and (ii) of subparagraph (A);

(i) was previously insured under the provisions of
this Act; and

(iii) is held by the Secretary pursuant to the pay-
ment of insurance benefits under this Act.

For purposes of this subsection, an asset under this sub-

paragraph shall be considered to be located in a revitaliza-

tion area, or in the asset control area of a preferred pur-
chaser, if the property described in clause (i) is located in
such area.

(C) FUTURE INTERESTS.—Any contingent future inter-
est of the Secretary in an asset described in subparagraph

(A) or (B).

(3) REVITALIZATION AREAS.—The Secretary shall designate
areas as revitalization areas for purposes of this subsection.
Before designation of an area as a revitalization area, the Sec-
retary shall consult with affected units of general local govern-
ment and interested nonprofit organizations. The Secretary
may designate as revitalization areas only areas that meet one
of the following requirements:
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(A) VERY-LOW INCOME AREA.—The median household
income for the area is less than 60 percent of the median
household income for—

(i) in the case of any area located within a metro-
politan area, such metropolitan area; or

(i) in the case of any area not located within a
metI("iopolitan area, the State in which the area is lo-
cated.

(B) HIGH CONCENTRATION OF ELIGIBLE ASSETS.—A
high rate of default or foreclosure for single family mort-
gages insured under the National Housing Act has re-
sulted, or may result, in the area—

(i) having a disproportionately high concentration
of eligible assets, in comparison with the concentration
of such assets in surrounding areas; or

(i1) being detrimentally impacted by eligible assets
in the vicinity of the area.

(C) Low HOME OWNERSHIP RATE.—The rate for home
ownership of single family homes in the area is substan-
tially below the rate for homeownership in the metropoli-
tan area.

(4) PREFERENCE FOR SALE TO PREFERRED PURCHASERS.—

The Secretary shall provide a preference, among prospective
purchasers of eligible assets, for sale of such assets to any pur-
chaser who—

(A) is—

(1) the unit of general local government having ju-
risdiction with respect to the area in which are located
the eligible assets to be sold; or

(i1) a nonprofit organization;

(B) in making a purchase under the program under
this subsection—

(1) establishes an asset control area, which shall
be an area that consists of part or all of a revitaliza-
tion area; and

(i) purchases all interests of the Secretary in all
assets of the Secretary that, at any time during the
period which shall be set forth in the sale agreement
required under paragraph (7)—

(I) are or become eligible assets; and
(IT) are located in the asset control area of the
purchaser; and

(C) has the capacity to carry out the purchase of eligi-
ble assets under the program under this subsection and
under the provisions of this paragraph.

(5) AGREEMENTS REQUIRED FOR PURCHASE.—

(A) PREFERRED PURCHASERS.—Under the program
under this subsection, the Secretary may sell an eligible
asset as provided in paragraph (4) to a preferred purchaser
only pursuant to a binding agreement by the preferred
purchaser that the eligible asset will be used in conjunc-
tion with a home ownership plan that provides as follows:

(i) The plan has as its primary purpose the expan-
sion of home ownership in, and the revitalization of,
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the asset control area, established pursuant to para-

graph (4)(B)(1) by the purchaser, in which the eligible

asset is located.

(i1)) Under the plan, the preferred purchaser has
established, and agreed to meet, specific performance
goals for increasing the rate of home ownership for eli-
gible assets in the asset control area that are under
the purchaser’s control. The plan shall provide that
the Secretary may waive or modify such goals or dead-
lines only upon a determination by the Secretary that
a good faith effort has been made in complying with
the goals through the homeownership plan and that
exceptional neighborhood conditions prevented attain-
ment of the goal.

(iii) Under the plan, the preferred purchaser has
established rehabilitation standards that meet or ex-
ceed the standards for housing quality established
under subparagraph (B)(iii) by the Secretary, and has
agreed that each asset property for an eligible asset
purchased will be rehabilitated in accordance with
such standards.

(B) NON-PREFERRED PURCHASERS.—Under the program
under this subsection, the Secretary may sell an eligible
asset to a purchaser who is not a preferred purchaser only
pursuant to a binding agreement by the purchaser that
complies with the following requirements:

(1) The purchaser has agreed to meet specific per-
formance goals established by the Secretary for home
ownership of the asset properties for the eligible as-
sets purchased by the purchaser, except that the Sec-
retary may, by including a provision in the sale agree-
ment required under paragraph (7), provide for a
lower rate of home ownership in sales involving excep-
tional circumstances.

(ii) The purchaser has agreed that each asset
property for an eligible asset purchased will be reha-
bilitated to comply with minimum standards for hous-
ing quality established by the Secretary for purposes
of the program under this subsection.

(6) DISCOUNT FOR PREFERRED PURCHASERS.—

(A) IN GENERAL.—For the purpose of providing a pub-
lic purpose discount for the bulk sales of eligible assets
made under the program under this subsection by pre-
ferred purchasers, each eligible asset sold through the pro-
gram under this subsection to a preferred purchaser shall
be sold at a price that is discounted from the value of the
asset, as based on the appraised value of the asset prop-
erty (as such term is defined in paragraph (8)).

(B) AppPrRAISALS.—The Secretary shall require that
each appraisal of an eligible asset under this paragraph is
based upon—

(1) the market value of the asset property in its
“as is” physical condition, which shall take into consid-
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eration age and condition of major mechanical and

structural systems; and

(i) the value of the property appraised for home
ownership.

(C) D1scouNT cLASSES.—The Secretary, in the sole dis-
cretion of the Secretary, shall establish the discount under
this paragraph for an eligible asset, which shall be in one
of the following amounts:

(1) STANDARD DISCOUNT.—In the case only of eligi-
ble assets with asset properties that, at the time of
sale under this subsection, do not meet the standards
for housing quality established pursuant to paragraph
(5)(B)(ii), an amount that—

(I) is appropriate to provide reasonable re-
sources for the improvement such assets; and

(II) takes into consideration the financial safe-
ty and soundness of the Mutual Mortgage Insur-
ance Fund.

(i) DEEP DISCOUNT.—In the case only of eligible
assets described in clause (i) for which the Secretary
determines a deep discount is appropriate, an amount
that exceeds the amount of a standard discount under
clause (i). In making a determination whether a deep
discount is appropriate, the Secretary may consider
the condition of the asset property, the extent of re-
sources available to the preferred purchaser, the com-
prehensive revitalization plan undertaken by such
purchaser, or any other circumstances the Secretary
considers appropriate.

(iii) MINIMAL DISCOUNT.—In the case only of eligi-
ble assets with asset properties that, at the time of
sale under this subsection, meet or substantially meet
the standards for housing quality established pursu-
ant to paragraph (5)(B)(ii), an amount that is less than
the amount of a standard discount under clause (i) of
this subparagraph and is sufficient to provide assist-
ance to the preferred purchaser in meeting costs asso-
ciated with compliance with the program requirements
under this subsection.

(D) DETERMINATION OF DISCOUNT CLASS.—The Sec-
retary shall, in the sole discretion of the Secretary, estab-
lish a method for determining which discount under clause
(i) or (ii) subparagraph (C) shall be provided for an eligible
asset that is described in such clause (i) and sold to a pre-
ferred purchaser. The method may result in the assign-
ment of discounts on any basis consistent with subpara-
graph (C) that the Secretary considers appropriate to carry
out the purposes of this subsection.

(7) SALE AGREEMENT.—The Secretary may sell an eligible
asset under this subsection only pursuant to a sale agreement
entered into under this paragraph with the purchaser, which
shall include the following provisions:

(A) AsseTs.—The sale agreement shall identify the eli-
gible assets to be purchased and the interests sold.
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(B) REVITALIZATION AREA AND ASSET CONTROL AREA.—
The sale agreement shall identify—

(1) the boundaries of the specific revitalization
areas (or portions thereof) in which are located the eli-
gible assets that are covered by the agreement; and

(ii) in the case of a preferred purchaser, the asset
control area established pursuant to paragraph
(4)(B)() that is covered by the agreement.

(C) FINANCING.—The sale agreement shall identify the
sources of financing for the purchase of the eligible assets.

(D) BINDING AGREEMENTS.—The sale agreement shall
contain binding agreements by the purchaser sufficient to
comply with—

(i) in the case of a preferred purchaser, the re-
quirements under paragraph (5)(A), which agreements
shall provide that the eligible assets purchased will be
used in conjunction with a home ownership plan meet-
ing the requirements of such paragraph, and shall set
forth the terms of the homeownership plan,
including—

(I) the goals of the plan for the eligible assets
purchased and for the asset control area subject to
the plan;

(IT) the revitalization areas (or portions there-
of) in which the homeownership plan is operating
or will operate;

(IIT) the specific use or disposition of the eligi-
ble assets under the plan; and

(IV) any activities to be conducted and serv-
ices to be provided under the plan; or
(i) in the case of a purchaser who is not a pre-

ferred purchaser, the requirements under paragraph

(5)(B).

(E) PURCHASE PRICE AND DISCOUNT.—The sale agree-
ment shall establish the purchase price of the eligible as-
sets, which in the case of a preferred purchaser shall pro-
vide for a discount in accordance with paragraph (6).

(F) HOUsING QUALITY.—The sale agreement shall pro-
vide for compliance of the eligible assets purchased with
the rehabilitation standards established under paragraph
(5)(A)(ii1) or the minimum standards for housing quality
established under paragraph (5)(B)(ii), as applicable, and
shall specify such standards.

(G) PERFORMANCE GOALS AND SANCTIONS.—The sale
agreement shall set forth the specific performance goals
applicable to the purchaser, in accordance with paragraph
(5), shall set forth any sanctions for failure to meet such
goals and deadlines, and shall require the purchaser to
certify compliance with such goals.

(H) PERIOD COVERED.—The sale agreement shall
establish—

(1) in the case of a preferred purchaser, the time
period referred to in paragraph (4)(B)(ii); and
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(i) in the case of a purchaser who is not a pre-
ferred purchaser, the time period for purchase of eligi-
ble assets that may be covered by the purchase.

(I) OTHER TERMS.—The agreement shall contain such
other terms and conditions as may be necessary to require
that eligible assets purchased under the agreement are
used in accordance with the program under this sub-
section.

(8) DEFINITIONS.—For purposes of this subsection, the fol-
lowing definitions shall apply:

(A) ASSET CONTROL AREA.—The term “asset control
area” means the area established by a preferred purchaser
pursuant to paragraph (4)(B)(i).

(B) ASSET PROPERTY.—The term “asset property”
means—

(i) with respect to an eligible asset that is a prop-
erty, such property; and

(i1) with respect to an eligible asset that is a mort-
gage, the property that is subject to the mortgage.

(C) ELIGIBLE ASSET.—The term “eligible asset” means
an asset described in paragraph (2).

(D) NONPROFIT ORGANIZATION.—The term “nonprofit
organization” means a private organization that—

(i) is organized under State or local laws;

(i1) has no part of its net earnings inuring to the
benefit of any member, shareholder, founder, contribu-
tor, or individual; and

(iii) complies with standards of financial respon-
sibility that the Secretary may require.

(E) PREFERRED PURCHASER.—The term “preferred pur-
chaser” means a purchaser described in paragraph (4).

(F) UNIT OF GENERAL LOCAL GOVERNMENT.—The term
“unit of general local government” means any city, town,
township, county, parish, village, or other general purpose
political subdivision of a State.

(9) SECRETARY’S DISCRETION.—The Secretary shall have
the authority to implement and administer the program under
this subsection in such manner as the Secretary may deter-
mine. The Secretary may, in the sole discretion of the Sec-
retary, enter into contracts to provide for the proper adminis-
tration of the program with such public or nonprofit entities as
the Secretary determines are qualified.

(10) REGULATIONS.—The Secretary shall issue regulations
to implement the program under this subsection through rule-
making in accordance with the procedures established under
section 553 of title 5, United States Code, regarding sub-
stantive rules. Such regulations shall take effect not later than
the expiration of the 2-year period beginning on the date of the
enactment of the Departments of Veterans Affairs and Housing
and Urban Development, and Independent Agencies Appropria-
tions Act, 1999.

(i) No mortgagee or mortgagor shall have, and no certificate of

claim shall be construed to give to any mortgagee or mortgagor,
any right or interest in any property conveyed to the Secretary or
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in any claim assigned to him; nor shall the Secretary owe any duty
to any mortgagee or mortgagor with respect to the handling or dis-
posal of any such property or the collection of any such claim.

() In the event that any mortgagee under a mortgage insured
under section 203 (other than a mortgagee receiving insurance ben-
efits under clause (1)(A) of the second sentence of subsection (a))
forecloses on the mortgaged property but does not convey such
property to the Secretary in accordance with this section, and the
Secretary is given written notice thereof, or in the event that the
mortgagor pays the obligation under the mortgage in full prior to
the maturity thereof, and the mortgagee pays any adjusted pre-
mium charged required under the provisions of section 203(c), and
the Secretary is given written notice by the mortgagee of the pay-
ment of such obligation, the obligation to pay any subsequent pre-
mium charge for insurance shall cease, and all rights of the mort-
gagee and the mortgagor under this section shall terminate as of
the date of such notice.

[(k) [Repealed.]]1

(1)(1) Whenever the Secretary or a contract mortgagee (pursu-
ant to its contract with the Secretary) forecloses on a Secretary-
held single family mortgage in any Federal or State court or pursu-
ant to a power of sale in a mortgage, the purchaser at the fore-
closure sale shall be entitled to receive a conveyance of title to, and
possession of, the property, subject to the interests senior to the in-
terests of the Secretary or the contract mortgagee, as the case may
be. Notwithstanding any State law to the contrary, there shall be
no right of redemption (including in all instances any right to pos-
session based upon any right of redemption) in the mortgagor or
any other person subsequent to the foreclosure sale in connection
with a Secretary-held single family mortgage. The appropriate
State official or the trustee, as the case may be, shall execute and
deliver a deed or other appropriate instrument conveying title to
the purchaser at the foreclosure sale, consistent with applicable
procedures in the jurisdiction and without regard to any such right
of redemption.

(2) The following actions shall be taken in order to verify title
in the purchaser at the foreclosure sale:

(A) In the case of a judicial foreclosure in any Federal or

State court, there shall be included in the petition and in the

judgment of foreclosure a statement that the foreclosure is in

accordance with this subsection and that there is no right of
redemption in the mortgagor or any other person.

(B) In the case of a foreclosure pursuant to a power of sale
provision in the mortgage, the statement required in subpara-
graph (A) shall be included in the advertisement of the sale

1Section 601(c) of the Departments of Veterans Affairs and Housing and Urban Development,
and Independent Agencies Appropriations Act, 1999, Public Law 105-276, approved October 21,
1998, repealed this subsection. Section 601(b) of such Act provides as follows:

(b) EFFECTIVE DATE.—The Secretary shall publish a notice in the Federal Register stating
the effective date of the terms and conditions prescribed by the Secretary under section 204(a)(1)
of the National Housing Act, as amended by subsection (a) of this section. Subsections (a) and
(k) of section 204 of the National Housing Act, as in effect immediately before such effective
date, shall continue to apply to any mortgage insured under section 203 of the National Housing
Act before such effective date, except that the Secretary may, at the request of the mortgagee,
pay insurance benefits as provided in subparagraphs (A) and (D) of section 204(a)(1) of such Act
to calculate insurance benefits in accordance with section 204(a)(5) of such Act.”.



917 NATIONAL HOUSING ACT Sec. 205

and either in the recitals of the deed or other appropriate in-
strument conveying title to the purchaser at the foreclosure
sale or in an affidavit or addendum to the deed.

(3) For purposes of this subsection:

(A) The term “contract mortgagee” means a person or en-
tity under a contract with the Secretary that provides for the
assignment of a single-family mortgage from the Secretary to
the person or entity for the purpose of pursuing foreclosure.

(B) the term “mortgage” means a deed of trust, mortgage,
deed to secure debt, security agreement, or any other form of
instrument under which any interest in property, real, per-
sonal, or mixed, or any interest in property, including lease-
holds, life estates, reversionary interests, and any other estates
under applicable State law, is conveyed in trust, mortgaged,
encumbered, pledged, or otherwise rendered subject to a lien,
for the purpose of securing the payment of money or the per-
formance of an obligation.

(C) The term “Secretary-held single family mortgage”
means a single-family mortgage held by the Secretary or by a
Cﬁntract mortgagee at the time of initiation of foreclosure
that—

(i) was formerly insured by the Secretary under any
section of this title; or

(ii) was taken by the Secretary as a purchase money
mortgage in connection with the sale or other transfer of

Secretary-owned property under any section of this title.

(D) The term “single-family mortgage” means a mort-
gage that covers property on which is located a 1-to-4 family
residence.

CLASSIFICATION OF MORTGAGES AND INSURANCE FUND

SEc. 205. [12 U.S.C. 1711] (a) The Secretary shall establish as
of July 1, 1954, in the Mutual Mortgage Insurance Fund a General
Surplus Account and a Participating Reserve Account. All of the as-
sets of the General Reinsurance Account shall be transferred to the
General Surplus Account whereupon the General Reinsurance Ac-
count shall be abolished. There shall be transferred from the var-
ious group accounts to the Participating Reserve Account as of July
1, 1954, an amount equal to the aggregate amount which would
have been distributed under the provisions of section 205 in effect
on June 30, 1954, if all outstanding mortgages in such group ac-
counts had been paid in full on said date. All of the remaining bal-
ances of said group accounts shall as of said date be transferred to
the General Surplus Account whereupon all of said group accounts
shall be abolished.

(b) The aggregate net income thereafter received or any net
loss thereafter sustained by the Mutual Mortgage Insurance Fund
in any semiannual period shall be credited or charged to the Gen-
eral Surplus Account and/or the Participating Reserve Account in
such manner and amounts as the Secretary may determine to be
in accord with sound actuarial and accounting practice.

(¢) Upon termination of the insurance obligation of the Mutual
Mortgage Insurance Fund by payment of any mortgage insured
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thereunder, the Secretary is authorized to distribute to the mortga-
gor a share of the Participating Reserve Account in such manner
and amount as the Secretary shall determine to be equitable and
in accordance with sound actuarial and accounting practice: Pro-
vided, That, in no event, shall any such distributable share exceed
the aggregate scheduled annual premiums of the mortgagor to the
year of termination of the insurance. The Secretary shall not dis-
tribute any share to an eligible mortgagor under this subsection be-
ginning on the date which is 6 years after the date the Secretary
first transmitted written notification of eligibility to the last known
address of the mortgagor, unless the mortgagor has applied in ac-
cordance with procedures prescribed by the Secretary for payment
of the share within the 6-year period. The Secretary shall transfer
any amounts no longer eligible for distribution under the previous
sentence from the Participating Reserve Account to the General
Surplus Account. !

(d) No mortgagor or mortgagee of any mortgage insured under
section 203 shall have any vested right in a credit balance in any
such account or be subject to any liability arising out of the mutu-
ality of the Fund and the determination of the Secretary as to the
amount to be paid by him to any mortgagor shall be final and con-
clusive.

(e) In determining whether there is a surplus for distribution
to mortgagors under this section, the Secretary shall take into ac-
count the actuarial status of the entire Fund.

(f)(1) The Secretary shall ensure that the Mutual Mortgage In-
surance Fund attains a capital ratio of not less than 1.25 percent
within 24 months after the date of the enactment of this sub-
(section2 and maintains such ratio thereafter, subject to paragraph
2).

(2) The Secretary shall endeavor to ensure that the Mutual
Mortgage Insurance Fund attains a capital ratio of not less than
2.0 percent within 10 years after the date of the enactment of this
subsection 2, and shall ensure that the Fund maintains at least
such capital ratio at all times thereafter.

(3) Upon the expiration of the 24-month period beginning on
the date of the enactment of this subsection2, the Secretary shall
submit to the Congress a report describing the actions the Sec-
retary will take to ensure that the Mutual Mortgage Insurance
Fund attains the capital ratio required under paragraph (2).

(4) For purposes of this subsection:

(A) The term “capital” means the economic net worth of
the Mutual Mortgage Insurance Fund, as determined by the
Secretary under the annual audit required under section 538.

(B) The term “capital ratio” means the ratio of capital to
unamortized insurance-in-force.

1Section 508(a) of the Housing and Community Development Act of 1992, Pub. L. 102-550,
approved October 28, 1992, added the final 2 sentences of this subsection. Subsection (b) of such
section 508 provides as follows:

“(b) EXCEPTION.—Notwithstanding the 6-year limitation on distribution of shares of the Par-
ticipating Reserve Account under section 205(c) of the National Housing Act, the Secretary shall
distribute a share to an otherwise eligible mortgagor in accordance with section 205(c), if the
mortgagor applies for payment of the share within 1 year after the date of enactment of this
Act in accordance with procedures in effect on such date.”.

2The date of enactment was November 5, 1990.
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(C) The term “economic net worth” means the current cash
available to the Fund, plus the net present value of all future
cash inflows and outflows expected to result from the outstand-
ing mortgages in the Fund.

(D) The term “unamortized insurance-in-force” means the
remaining obligation on outstanding mortgages which are obli-
gations of the Mutual Mortgage Insurance Fund, as estimated
by the Secretary.

(g) The Secretary shall provide for an independent actuarial
study of the Mutual Mortage Insurance Fund to be conducted an-
nually and shall report annually to the Congress regarding the fi-
nancial status of the Fund.

(h)(1) If, pursuant to the independent annual actuarial study
of the Mutual Mortgage Insurance Fund required under subsection
(g), the Secretary determines that the Mutual Mortgage Insurance
Fund is not meeting the operational goals under paragraph (2), the
Secretary may not issue distributions, and may, by regulation, pro-
pose and implement any adjustments to the insurance premiums
under section 203(c) or section 2103(b) of the Omnibus Budget Rec-
onciliation Act of 1990. Upon determining that a premium change
is appropriate under the preceding sentence, the Secretary shall
immediately notify Congress of the proposed change and the rea-
sons for the change. Any such premium change shall not take effect
before the expiration of the 90-day period beginning upon such no-
tification.

(2) The operational goals referred to in paragraph (1) shall
be—

(A) maintaining an adequate capital ratio;

(B) meeting the needs of homebuyers with low
downpayments and first-time homebuyers by providing access
to mortgage credit;

(C) minimizing the risk to the Fund and to homeowners
from homeowner default; and

(D) avoiding adverse selection.

INVESTMENT OF FUNDS

SEC. 206. [12 U.S.C. 1712] Moneys in the Fund not needed for
the current operations of the Department of Housing and Urban
Development related to insurance under section 203 shall be depos-
ited with the Treasurer of the United States to the credit of the
Fund, or invested in bonds or other obligations of, or in bonds or
other obligations guaranteed as to principal and interest by the
United States or any agency of the United States: Provided, That
such moneys shall to the maximum extent feasible be invested in
such bonds or other obligations the proceeds of which will be used
to directly support the residential mortgage market. The Secretary
may, with the approval of the Secretary of the Treasury, purchase
in the open market debentures issued under the provisions of sec-
tion 204. Such purchases shall be made at a price which will pro-
vide an investment yield of not less than the yield obtainable from
other investments authorized by this section. Debentures so pur-
chased shall be canceled and not reissued, and the several group
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accounts to which such debentures have been charged shall be
charged with the amounts used in making such purchases.

RENTAL HOUSING INSURANCE

SEc. 207. [12 U.S.C. 17131 (a) As used in this section—

(1) The term “mortgage” means a first mortgage on real estate
in fee simple, or on the interest of either the lessor or lessee thereof
(A) under a lease for not less than ninety-nine years which is re-
newable or (B) under a lease having a period of not less than fifty
years to run from the date the mortgage was executed, upon which
there is located or upon which there is to be constructed a building
or buildings designed principally for residential use or upon which
there is located or to be constructed facilities for manufactured
homes; and the term “first mortgage” means such classes of first
liens as are commonly given to secure advances (including but not
being limited to advances during construction) on, or the unpaid
purchase price of, real estate under the laws of the State in which
the real estate is located, together with the credit instrument or in-
struments, if any, secured thereby, and may be in the form of trust
mortgages or mortgage indentures or deeds of trust securing notes,
bonds, or other credit instruments.

(2) The term “mortgagee” means the original lender under a
mortgage, and its successors and assigns, and includes the holders
of credit instruments issued under a trust mortgage or deed of
trust pursuant to which such holders act by and through a trustee
therein named.

(8) The term “mortgagor” means the original borrower under
a mortgage and its successors and assigns.

(4) The term “maturity date” means the date on which the
mortgage indebtedness would be extinguished if paid in accordance
with the periodic payments provided for in the mortgage.

(5) The term “slum or blighted area” means any area where
dwellings predominate which, by reason of dilapidation, overcrowd-
ing, faulty arrangement or design, lack of ventilation, light or sani-
tation facilities, or any combination of these factors, are detrimen-
tal to safety, health, or morals.

(6) The term “rental housing” means housing, the occupancy of
which is permitted by the owner thereof in consideration of the
payment of agreed charges, whether or not, by the terms of the
agreement, such payment over a period of time will entitle the oc-
cupant to the ownership of the premises or space in a manufac-
tured home court or park properly arranged and equipped to ac-
commodate manufactured homes.

(7) The term “State” includes the several States, and Puerto
Rico, the District of Columbia, Guam, the Trust Territory of the
Pacific Islands, American Samoa, and the Virgin Islands.

(b) In addition to mortgages insured under section 203, the
Secretary is authorized to insure mortgages as defined in this sec-
tion (including advances on such mortgages during construction)
which cover property held by—

(1) Federal or State instrumentalities, municipal corporate in-
strumentalities of one or more States, or limited dividend or rede-
velopment or housing corporations restricted by Federal or State
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laws or regulations of State banking or insurance departments as
to rents, charges, capital structure, rate of return, or methods of
operation; or

(2) any other mortgagor approved by the Secretary. The Sec-
retary may, in the Secretary’s discretion, require any such mortga-
gor to be regulated or restricted as to rents or sales, charges, cap-
ital structure, rate of return, and methods of operation so as to pro-
vide reasonable rentals to tenants and a reasonable return on the
investment. Any such regulations or restrictions shall continue for
such period or periods as the Secretary, in the Secretary’s discre-
tion, may require, including until the termination of all obligations
of the Secretary under the insurance and during such further pe-
riod of time as the Secretary shall be the owner, holder, or rein-
surer of the mortgage. The Secretary may make such contracts
with and acquire, for not to exceed $100, such stock or interest in
the mortgagor as he may deem necessary to render effective any
such regulations or restrictions. The stock or interest acquired by
the Secretary shall be paid for out of the General Insurance Fund,
and shall be redeemed by the mortgagor at par upon the termi-
nation of all obligations of the Secretary under the insurance.

The insurance of mortgages under this section is intended to
facilitate particularly the production of rental accommodations, at
reasonable rents, of design and size suitable for family living. The
Secretary is, therefore, authorized in the administration of this sec-
tion to take action, by regulation or otherwise, which will direct the
benefits of mortgage insurance hereunder primarily to those
projects which make adequate provision for families with children,
and in which every effort has been made to achieve moderate rent-
al charges.

Notwithstanding any other provisions of this section, the Sec-
retary may not insure any mortgage under this section (except a
mortgage with respect to a manufactured home park designed ex-
clusively for occupancy by elderly persons) unless the mortgagor
certifies under oath that in selecting tenants for the property cov-
ered by the mortgage he will not discriminate against any family
by reason of the fact that there are children in the family, and that
he will not sell the property while the insurance is in effect unless
the purchaser so certifies, such certification to be filed with the
Secretary. Violation of any such certification shall be a mis-
demeanor punishable by a fine not to exceed $500.

(¢c) To be eligible for insurance under this section a mortgage
on any property or project shall involve a principal obligation in an
amount—

[(1) [Repealed.]]

(2) not to exceed 90 per centum of the estimated value of
the property or project (when the proposed improvements are
completed): Provided, That this limitation shall not apply to
mortgages on housing in Alaska, or in Guam, but such a mort-
gage may involve a principal obligation in an amount not to ex-
ceed 90 per centum of the amount which the Secretary esti-
mates will be the replacement cost of the property or project
when the proposed improvements are completed (the value of
the property or project as such term is used in this paragraph
may include the land, the proposed physical improvements,
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utilities within the boundaries of the property or project, archi-

tect’s fees, taxes, and interest accruing during construction,

and other miscellaneous charges incident to construction and
approved by the Secretary). And provided further, That noth-
ing contained in this section shall preclude the insurance of
mortgages covering existing construction located in slum or
blighted areas, as defined in paragraph numbered (5) of sub-
section (a) of this section, and the Secretary may require such
repair or rehabilitation work to be completed as is, in his dis-
cretion, necessary to remove conditions detrimental to safety,
health, or morals; and

(3) not to exceed, for such part of the property or projects
as may be attributable to dwelling use (excluding exterior and
land improvements as defined by the Secretary), $30,420 per
family unit without bedroom, $33,696 per family unit with one
bedroom, $40,248 per family unit with two bedrooms, $49,608
per family unit with three bedrooms, and $56,160 per family
unit with four or more bedrooms, or not to exceed $9,000 per
space; except that as to projects to consist of elevator-type
structures the Secretary may, in his discretion, increase the
dollar amount limitations per family unit to not to exceed
$35,100 per family unit without a bedroom, $39,312 per family
unit with one bedroom, $48,204 per family unit with two bed-
rooms, $60,372 per family unit with three bedrooms, and
$68,262 per family unit with four or more bedrooms, as the
case may be, to compensate for the higher costs incident to the
construction of elevator type structures of sound standards of
construction and design; and except that the Secretary may, by
regulation, increase any of the foregoing dollar amount limita-
tions contained in this paragraph by not to exceed 110 percent
in any geographical area where the Secretary finds that cost
levels so require and not to exceed 140 percent where the Sec-
retary determines it necessary on a project-by-project basis,
but in no case may any such increase exceed 90 percent where
the Secretary determines that a mortgage purchased or to be
purchased by the Government National Mortgage Association
in implementing its special assistance functions under section

305 of this Act (as such section existed immediately before No-

vember 30, 1983) is involved.

The mortgage shall provide for complete amortization by peri-
odic payments (unless otherwise approved by the Secretary)! with-
in such term as the Secretary shall prescribe, and shall bear inter-
est at such rate as may be agreed upon by the mortgagor and the
mortgagee. The Secretary may consent to the release of a part or
parts of the mortgaged property from the lien of the mortgage upon
such terms and conditions as he may prescribe and the mortgage
may provide for such release. No mortgage shall be accepted for in-
surance under this section or section 210 unless the Secretary finds

1Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98-181, approved
November 30, 1983, added this parenthetical in sections 207(c)(3), 220(d)(4), 221(d)(6), and
231(c)(5) of the National Housing Act. Subsection (f) of such section further provides as follows:

“(f) The aggregate number of dwelling units included in properties covered by mortgages in-
sured pursuant to the authority granted in the amendments made by this section in any fiscal
year may not exceed 10,000.”.



923 NATIONAL HOUSING ACT Sec. 207

that the property or project, with respect to which the mortgage is
executed, is economically sound. Such property or project may in-
clude five or more family units and may include such commercial
and community facilities as the Secretary deems adquate to serve
the occupants.

Notwithstanding any other provision of this paragraph, the
amount which may be insured under this section may be increased
by up to 20 percent if such increase is necessary to account for the
increased cost of the project due to the installation therein of a
solar energy system (as defined in subparagraph (3) of the last
paragraph of section 2(a) of this Act) or residential energy con-
servation measures (as defined in section 210(11)(A) through (G)
and (I) of Public Law 95-619) in cases where the Secretary deter-
mines that such measures are in addition to those required under
the minimum property standards and will be cost-effective over the
life of the measure.

(d) The Secretary shall collect a premium charge for the insur-
ance of mortgages under this section which shall be payable annu-
ally in advance by the mortgagee, either in cash or in debentures
issued by the Secretary under any title and section of this Act, ex-
cept debentures of the Mutual Mortgage Insurance Fund, or of the
Cooperative Management Housing Insurance Fund, at par plus
accured interest. In addition to the premium charge herein pro-
vided for, the Secretary is authorized to charge and collect such
amounts as he may deem reasonable for the appraisal of a property
or project offered for insurance and for the inspection of such prop-
erty or project during construction: Provided, That such charges for
appraisal and inspection shall not aggregate more than 1 per cen-
tum of the original principal face amount of the mortgage.

(e) In the event that the principal obligation of any mortgage
accepted for insurance under this section is paid in full prior to the
maturity date, the Secretary is authorized in his discretion to re-
quire the payment by the mortgagee of an adjusted premium
charge in such amount as the Secretary determines to be equitable,
but not in excess of the aggregate amount of the premium charges
that the mortgagee would otherwise have been required to pay if
the mortgage had continued to be insured until such maturity date.

[(f) [Repealed.]]

(g) The failure of the mortgagor to make any payment due
under or provided to be paid by the terms of a mortgage insured
under this section shall be considered a default under such mort-
gage and, if such default continues for a period of thirty days, the
mortgagee shall be entitled to receive the benefits of the insurance
as hereinafter provided, upon assignment, transfer, and delivery to
the Secretary, within a period and in accordance with rules and
regulations to be prescribed by the Secretary of (1) all rights and
interests arising under the mortgage so in default; (2) all claims of
the mortgagee against the mortgagor or others, arising out of the
mortgage transactions; (3) all policies of title or other insurance or
surety bonds or other guaranties and any and all claims there-
under; (4) any balance of the mortgage loan not advanced to the
mortgagor; (5) any cash or property held by the mortgagee, or to
which it is entitled, as deposits made for the account of the mortga-
gor and which have not been applied in reduction of the principal
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of the mortgage indebtedness; and (6) all records, documents,
books, papers, and accounts relating to the mortgage transaction.
Upon such assignment, transfer, and delivery the obligation of the
mortgagee to pay the premium charges for mortgage insurance
shall cease, and the Secretary shall issue to the mortgagee a certifi-
cate of claim as provided in subsection (h), and debentures having
a par value equal to the original principal face amount of the mort-
gage plus such amount as the mortgagee may have paid for (A)
taxes, special assessments, and water rates, which are liens prior
to the mortgage; (B) insurance on the property; and (C) reasonable
expenses for the completion and preservation of the property and
any mortgage insurance premiums paid after default, less the sum
of (i) that part of the amount of the principal obligation that has
been repaid by the mortgagor, (i) an amount equivalent to 1 per
centum of the unpaid amount of such principal obligation, and (iii)
any net income received by the mortgagee from the property: Pro-
vided, That the mortgagee in the event of a default under the mort-
gage may, at its option and in accordance with regulations of, and
in a period to be determined by, the Secretary, proceed to foreclose
on and obtain possession of or otherwise acquire such property
from the mortgagor after default, and receive the benefits of the in-
surance as herein provided, upon (1) the prompt conveyance to the
Secretary of title to the property which meets the requirements of
the rules and regulations of the Secretary in force at the time the
mortgage was insured and which is evidenced in the manner pre-
scribed by such rules and regulations, and (2) the assignment to
him of all claims of the mortgagee against the mortgagor or others,
arising out of the mortgage transaction or foreclosure proceedings,
except such claims that may have been released with the consent
of the Secretary. Upon such conveyance and assignment, the obli-
gation of the mortgagee to pay the premium charges for insurance
shall cease and the mortgagee shall be entitled to receive the bene-
fits of the insurance as provided in this subsection, except that in
such event the 1 per centum deduction, set out in (ii) hereof, shall
not apply. Notwithstanding any other provision of this Act, upon
receipt, after the date of enactment of the Housing Act of 1964,!
of an application for insurance benefits on a mortgage insured
under this Act, the Secretary may terminate the mortgagee’s obli-
gation to pay premium charges on the mortgage.

(h) The certificate of claim issued under this section shall be
for an amount which the Secretary determines to be sufficient,
when added to the face value of the debentures issued and the cash
adjustment paid to the mortgagee, to equal the amount which the
mortgagee would have received if, on the date of the assignment,
transfer and delivery to the Secretary provided for in subsection
(g), the mortgagor had extinguished the mortgage indebtedness by
payment in full of all obligations under the mortgage and a reason-
able amount for necessary expenses incurred by the mortgagee in
connection with the foreclosure proceedings, or the acquisition of
the mortgaged property otherwise, and the conveyance thereof to
the Secretary. Each such certificate of claim shall provide that
there shall accrue to the holder of such certificate with respect to

1September 2, 1964.
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the face amount of such certificate, an increment at the rate of 3
per centum per annum which shall not be compounded. If the net
amount realized from the mortgage, and all claims in connection
therewith, so assigned, transferred, and delivered, and from the
property covered by such mortgage and all claims in connection
with such property after deducting all expenses incurred by the
Secretary in handling, dealing with, acquiring title to, and dispos-
ing of such mortgage and property and in collecting such claims,
exceeds the face value of the debentures issued and the cash ad-
justment paid to the mortgagee plus all interest paid on such de-
bentures, such excess shall be divided as follows:

(1) If such excess is greater than the total amount payable
under the certificate of claim issued in connection with such
property, the Secretary shall pay to the holder of such certifi-
cate the full amount so payable, and any excess remaining
thereafter shall be retained by the Secretary and credited to
the General Insurance Fund; and

(2) If such excess is equal to or less than the total amount
payable under such certificate of claim, the Secretary shall pay
to the holder of such certificate the full amount of such excess.
(i) Debentures issued under this section shall be executed in

the name of the General Insurance Fund as obligor, shall be nego-
tiable, and, if in book entry form, transferable, in the manner de-
scribed by the Secretary in regulations, and shall be dated as of the
date of default as determined in subsection (g) of this section, ex-
cept that debentures issued pursuant to the provisions of section
220(f), section 221(g), and section 233 may be dated as of the date
the mortgage is assigned (or the property is conveyed) to the Sec-
retary and shall bear interest from such date. They shall bear in-
terest at a rate established by the Secretary pursuant to section
224, payable semiannually on the 1st day of January and the 1st
day of July of each year, and shall mature twenty years after the
date thereof. Such debentures as are issued in exchange for mort-
gages insured after the date of enactment of the National Housing
Act Amendments of 1938 shall be exempt, both as to principal and
interest, from all taxation (except surtaxes, estate, inheritance, and
gift taxes) now or hereafter imposed by the United States, by any
Territory, dependency, or possession thereof, or by any State, coun-
ty, municipality, or local taxing authority. They shall be paid out
of the General Insurance Fund which shall be primarily liable
therefor and they shall be fully and unconditionally guaranteed as
to principal and interest by the United States, and, in the case of
debentures issued in certificated registered form, such guaranty
shall be expressed on the face of the debentures. In the event the
General Insurance Fund fails to pay upon demand, when due, the
principal of or interest on any debentures so guaranteed, the Sec-
retary of the Treasury shall pay to the holders the amount thereof
which is hereby authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, and thereupon, to the
extent of the amount so paid, the Secretary of the Treasury shall
succeed to all the rights of the holders of such debentures.
(j) Debentures issued under this section—
(1) shall be in such form and amounts;
(2) shall be subject to such terms and conditions;
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(3) shall include such provisions for redemption, if any, as
may be prescribed by the Secretary of Housing and Urban De-
Velcgl)pment, with the approval of the Secretary of the Treasury;
an

(4) may be in book entry or certificated registered form, or
such other form as the Secretary of Housing and Urban Devel-
opment may prescribe in regulations.

(k) The Secretary is hereby authorized either to (1) acquire
possession of and title to any property, covered by a mortgage in-
sured under this section and assigned to him, by voluntary convey-
ance in extinguishment of the mortgage indebtedness, or (2) insti-
tute proceedings for foreclosure on the property covered by any
such insured mortgage and prosecute such proceedings to conclu-
sion. The Secretary at any sale under foreclosure may, in his dis-
cretion, for the protection of the General Insurance Fund, bid any
sum up to but not in excess of the total unpaid indebtedness se-
cured by the mortgage, plus taxes, insurance, foreclosure costs,
fees, and other expenses and may become the purchaser of the
property at such sale. In determining the amount to be bid, the
Secretary shall act consistently with the goal established in section
203(a)(1) of the Housing and Community Development Amend-
ments of 1978. The Secretary is authorized to pay from the General
Insurance Fund such sums as may be necessary to defray such
taxes, insurance, costs, fees, and other expenses in connection with
the acquisition or foreclosure of property under this section. Pend-
ing such acquisition by voluntary conveyance or by foreclosure, the
Secretary is authorized, with respect to any mortgage assigned to
him under the provisions of subsection (g), to exercise all the rights
of a mortgagee under such mortgage, including the right to sell
such mortgage, and to take such action and advance such sums as
may be necessary to preserve or protect the lien of such mortgage.

(1) Notwithstanding any other provisions of law relating to the
acquisition, handling, or disposal of real and other property by the
United States, the Secretary shall also have power, for the protec-
tion of the interests of the General Insurance Fund, to pay out of
the General Insurance Fund all expenses or charges in connection
with, and to deal with, complete, reconstruct, rent, renovate, mod-
ernize, insure, make contracts for the management of, or establish
suitable agencies for the management of, or sell for cash or credit
or lease in his discretion, any property acquired by him under this
section; and notwithstanding any other provision of law, the Sec-
retary shall also have power to pursue to final collection by way
of compromise or otherwise all claims assigned and transferred to
him in connection with the assignment, transfer, and delivery pro-
vided for in this section, and at any time, upon default, to foreclose
on any property secured by any mortgage assigned and transferred
to or held by him: Provided, That section 3709 of the Revised Stat-
utes shall not be construed to apply to any contract for hazard in-
surance, or to any purchase or contract for services or supplies on
gccount of such property if the amount thereof does not exceed

1,000.

[(m) [Repealed.]]

(n) In the event that a mortgage insured under this section be-
comes in default through failure of the mortgagor to make any pay-
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ment due under or provided to be paid by the terms of the mort-
gage and such mortgage continues in default for a period of thirty
days, but the mortgagee does not foreclose on or otherwise acquire
the property, or does not assign and transfer such mortgage and
the credit instrument secured thereby to the Secretary, in accord-
ance with subsection (g), and the Secretary is given written notice
thereof, or in the event that a mortgagor pays the obligation under
the mortgage in full prior to the maturity thereof, and the mortga-
gee pays any adjusted premium charge required under the provi-
sions of subsection (e), and the Secretary is given written notice by
the mortgagee of the payment of such obligation, the obligation to
pay the annual premium charge for insurance shall cease, and all
rights of the mortgagee and the mortgagor under this section shall
terminate as of the date of such notice.

(o) The Secretary, with the consent of the mortgagee and the
mortgagor of a mortgage insured under this section prior to the
date of enactment of the National Housing Act Amendments of
1938, shall be empowered to reissue such mortgage insurance in
accordance with the provisions of this section as amended by such
Act, and any such insurance not so reissued shall not be affected
by the enactment of such Act.

[(p) [Repealed.]]

[(q) [Repealed.]]

(r) Notwithstanding any other provisions of this Act, the Sec-
retary is authorized to include in any mortgage insured under any
title of this Act after the effective date of the Housing Act of 19591
a provision requiring the mortgagor to pay a service charge to the
Secretary in the event such mortgage is assigned to and held by
the Secretary. Such service charge shall not exceed the amount
prescribed by the Secretary for mortgage insurance premiums ap-
plicable to such mortgage.

TAXATION PROVISIONS

SEc. 208. [12 U.S.C. 1714] Nothing in this title shall be con-
strued to exempt any real property acquired and held by the Sec-
retary under this title from taxation by any State or political sub-
division thereof, to the same extent, according to its value, as other
real property is taxed.

STATISTICAL AND ECONOMIC SURVEYS

SEc. 209. [12 U.S.C. 1715] The Secretary shall cause to be
made in connection with the insurance programs such statistical
surveys and legal and economic studies as he shall deem useful to
guide the development of housing and the creation of a sound mort-
gage market in the United States, and shall publish from time to
time the results of such surveys and studies. Expenses of such
studies and surveys, and expenses of publication and distribution
of the results of such studies and surveys, shall be charged as a
general expense of such insurance fund or funds, as the Secretary
shall determine.

1September 23, 1959.
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[ADDITIONAL HOUSING INSURANCE]
[SEc. 210. [Repealed.]]

RULES AND REGULATIONS

SEc. 211. [12 U.S.C. 1715b] The Secretary is authorized and
directed to make such rules and regulations as may be necessary
to carry out the provisions of this title.

LABOR STANDARDS

SeEc. 212. [12 U.S.C. 1715¢] (a) The Secretary shall not insure
under section 207 or section 210 of this title, or under section 608
of title VI, pursuant to any application for insurance filed subse-
quent to the effective date of this section, or under section 213 of
this title, or under title VII pursuant to any application filed subse-
quent to sixty days after the date of enactment of the Housing Act
of 1950, or under section 803 or 810 of title VIII, or under section
908 of title IX, a mortgage or investment which covers property on
which there is or is to be located a dwelling or dwellings, or a hous-
ing project, the construction of which was or is to be commenced
subsequent to such date, unless the principal contractor files a cer-
tificate or certificates (at such times, in course of construction or
otherwise, as the Secretary may prescribe) certifying that the la-
borers and mechanics employed in the construction of the dwelling
or dwellings or the housing project involved have been paid not less
than the wages prevailing in the locality in which the work was
performed for the corresponding classes of laborers and mechanics
employed on construction of a similar character, as determined by
the Secretary of Labor in accordance with the Davis-Bacon Act, as
amended (40 U.S.C. 276a—276a—5), prior to the beginning of con-
struction and after the date of the filing of the application for in-
surance. The provisions of this section shall also apply to the insur-
ance of any loan or mortgage under section 220 or section 233
which covers property on which there is located a dwelling or
dwellings designed principally for residential use for twelve or
more families. The provisions of this section shall apply to the in-
surance under section 221 of any mortgage described in subsection
(d)(3) or (d)(4) and (deeming the term “construction” as used in the
first sentence of this section to mean rehabilitation) of any mort-
gage described in subsection (h)(1) or section 235(j)(1) which covers
property on which there is located a dwelling or dwellings designed
principally for residential use for more than eight families; except
that compliance with such provisions may be waived by the
Secretary—

(1) with respect to mortgages described in such subsection

(d)(3) or (d)(4) in cases or classes of cases where laborers or
mechanics (not otherwise employed at any time in the con-
struction of the project) voluntarily donate their services with-
out compensation for the purpose of lowering their housing
costs in a cooperative housing project and the Secretary deter-
mines that any amounts saved thereby are fully credited to the
cooperative undertaking the construction, and
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(2) with respect to mortgages described in such subsection

(h)(1) or section 235(j)(1), in cases or classes of cases where

prospective owners of such dwellings voluntarily donate their

services without compensation, or other persons (not otherwise
employed at any time in the rehabilitation of the property) vol-
untarily donate their services without compensation, and the

Secretary determines that any amounts saved thereby are fully

credited to the nonprofit organization undertaking the rehabili-

tation.

The provisions of this section shall also apply to the insurance of
any mortgage under section 231, 232, or 236 except that compli-
ance with such provisions may be waived by the Secretary in cases
or classes of cases where laborers or mechanics, not otherwise em-
ployed at any time on the project, voluntarily donate their services
without full compensation for the purpose of lowering the costs of
construction and the Secretary determines that any amounts there-
by saved are fully credited to the nonprofit corporation, association
or other organization undertaking the construction. The provisions
of this section shall also apply to the insurance of any mortgage
under section 234(d). The provisions of this section shall also apply
to the insurance of any mortgage under section 242, except that
compliance with such provisions may be waived by the Secretary
in cases or classes of cases where laborers or mechanics, not other-
wise employed at any time on the project, voluntarily donate their
services without compensation for the purpose of lowering the costs
of construction and the Secretary determines that any amounts
thereby saved are fully credited to the nonprofit corporation, asso-
ciation, or other organization undertaking the construction; and
each laborer or mechanic employed on any facility covered by a
mortgage insured under section 242 shall receive compensation at
a rate not less than one and one-half times his basic rate of pay
for all hours worked in any workweek in excess of eight hours in
any workday or forty hours in the workweek, as the case may be.
The provisions of this section shall also apply to the insurance of
any mortgage under title XI; and each laborer or mechanic em-
ployed on any facility covered by a mortgage insured under such
title shall receive compensation at a rate not less than one and
one-half times his basic rate of pay for all hours worked in any
workweek in excess of eight hours in any workday or forty hours
in the workweek, as the case may be.

(b) The Secretary is authorized to make such rules and regula-
tions as may be necessary to carry out the provisions of this sec-
tion.

(¢c) There is hereby authorized to be appropriated for the re-
mainder of the fiscal year ending June 30, 1939, and for each fiscal
year thereafter, a sum sufficient to meet all necessary expenses of
the Department of Labor in making the determinations provided
for in subsection (a).

COOPERATIVE HOUSING INSURANCE

SeEc. 213. [12 U.S.C. 1715e] (a) In addition to mortgages in-
sured under section 207 of this title, the Secretary is authorized to
insure mortgages as defined in section 207(a) of this title (including
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advances on such mortgages during construction), which cover
property held by—

(1) a nonprofit cooperative ownership housing corporation
or nonprofit cooperative ownership housing trust, the perma-
nent occupancy of the dwelling of which is restricted to mem-
bers of such corporation or to beneficiaries of such trust;

(2) a nonprofit corporation or nonprofit trust organized for
the purpose of construction of homes for members of the cor-
poration or for beneficiaries of the trust; or

(3) a mortgagor, approved by the Secretary, which (A) has
certified to the Secretary, as a condition of obtaining the insur-
ance of a mortgage under this section, that upon completion of
the property or project covered by such mortgage it intends to
sell such property or project to a nonprofit corporation or non-
profit trust of the character described in paragraph (1) of this
subsection at the actual cost of such property or project as cer-
tified pursuant to section 227 of this Act and will faithfully and
diligently make and carry out all reasonable efforts to consum-
mate such sale, and (B) shall be regulated or restricted by the
Secretary as to rents, charges, capital structure, rate of return,
and methods of operation during any period while it holds the
mortgaged property or project; and for such purpose the Sec-
retary may make such contracts with, and acquire for not to
exceed $100 such stock or interest in, any such mortgagor as
the Secretary may deem necessary to render effective such re-
striction or regulation, such stock or interest to be paid for out
of the Cooperative Management Housing Insurance Fund and
to be redeemed by such mortgagor at par upon the sale of such
property or project to such nonproft corporation or nonprofit
trust;

which corporations or trusts referred to in paragraphs (1) and (2)
of this subsection are regulated or restricted for the purposes and
in the manner provided in paragraphs numbered (1) and (2) of sub-
section (b) of section 207 of this title: Provided, That as applied to
mortgages the mortgage insurance for which is the obligation of the
Management Fund, the reference to the General Insurance Fund in
sectiém 207(b)(2) shall be construed to refer to the Management
Fund.

(b) To be eligible for insurance under this section a mortgage
on any property or project of a corporation or trust of the character
described in paragraph numbered (1) of subsection (a) of this sec-
tion shall involve a principal obligation in an amount—

[(1) [Repealed.]]

(2) not to exceed, for such part of the property or project
as may be attributable to dwelling use (excluding exterior land
improvements as defined by the Secretary), $30,420 per family
unit without a bedroom, $33,696 per family unit with one bed-
room, $40,248 per family unit with two bedrooms, $49,608 per
family unit with three bedrooms, and $56,160 per family unit
with four or more bedrooms, and not to exceed 98 per centum
of the amount which the Secretary estimates will be the re-
placement cost of the property or project when the proposed
physical improvements are completed: Provided, That as to
projects to consist of elevator-type structures the Secretary
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may, in his discretion, increase the dollar amount limitations
per family unit to not to exceed $35,100 per family unit with-
out a bedroom, $39,312 per family unit with one bedroom,
$48,204 per family unit with two bedrooms, $60,372 per family
unit with three bedrooms, and $68,262 per family unit with
four or more bedrooms, as the case may be, to compensate for
the higher cost incident to the construction of elevator-type
structures of sound standards of construction and design: Pro-
vided further, That the Secretary may, by regulation, increase
any of the foregoing dollar amount limitations contained in
this paragraph by not to exceed 110 per centum in any geo-
graphical area where the Secretary finds that cost levels so re-
quire and not to exceed 140 percent where the Secretary deter-
mines it necessary on a project-by-project basis, but in no case
may any such increase exceed 90 percent where the Secretary
determines that a mortgage purchased or to be purchased by
the Government National Mortgage Association in implement-
ing its special assistance functions under section 305 of this
Act (as such section existed immediately before November 30,
1983) is involved: Provided further, That in the case of a mort-
gagor of the character described in paragraph (3) of subsection
(a) the mortgage shall involve a principal obligation in an
amount not to exceed 90 per centum of the amount which the
Secretary estimates will be the replacement cost of the prop-
erty or project when the proposed physical improvements are
completed: And provided further, That upon the sale of a prop-
erty or project by a mortgagor of the character described in
paragraph (3) of subsection (a) to a nonprofit cooperative own-
ership housing corporation or trust within two years after the
completion of such property or project the mortgage given to fi-
nance such sale shall involve a principal obligation in an
amount not to exceed the maximum amount computed in ac-
cordance with this subsection without regard to the preceding
proviso.

(c) To be eligible for insurance under this section a mortgage
on any property or project of a corporation or trust of the character
described in paragraph numbered (2) of subsection (a) of this sec-
tion shall involve a principal obligation in an amount not to exceed
a sum computed on the basis of a separate mortgage for each sin-
gle-family dwelling (irrespective of whether such dwelling has a
party wall or is otherwise physically connected with another dwell-
ing or dwellings) comprising the property or project, equal to the
total of each of the maximum principal obligations of such mort-
gages which would meet the requirements of section 203(b)(2) if the
mortgagor were the owner and occupant who had made any re-
quir%d payment on account of the property prescribed in such para-
graph.

(d) Any mortgage insured under this section shall provide for
complete amortization by periodic payments within such term as
the Secretary may prescribe but not to exceed 40 years from the
beginning of amortization of the mortgage, and shall bear interest
at such rate as may be agreed upon by the mortgagor and the
mortgagee. The Secretary may consent to the release of a part or
parts of the mortgaged property from the lien of the mortgage upon
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such terms and conditions as he may prescribe and the mortgage
may provide for such release, and a mortgage on any project of a
corporation or trust of the character described in paragraph num-
bered (2) of subsection (a) of this section may provide that, at any
time after the completion of the construction of the project, such
mortgage may be replaced, in whole or in part, by individual mort-
gages covering each individual dwelling in the project in amounts
not to exceed the unpaid balance of the blanket mortgage allocable
to the individual property. Each such individual mortgage may be
insured under this section. Property covered by a mortgage, in-
sured under this section, on a property or project of a corporation
or trust of the character described in paragraph numbered (1) of
subsection (a) of this section may include five or more family units
and may include such commerical and community facilities as the
Secretary deems adequate to serve the occupants. Property held by
a corporation or trust of the character described in paragraph num-
bered (2) of subsection (a) of this section which is covered by a
mortgage insured under this section may include such community
facilities, and property held by a mortgagor of the character de-
scribed in paragraph numbered (3) of subsection (a) of this section
which is covered by a mortgage insured under this section may in-
clude such commercial and community facilities, as the Secretary
deems adequate to serve the occupants.

(e) The provisions of subsections (d), (e), (g), (h), (1), (), (k), (D),
(m), and (n) of section 207 of this title shall be applicable to mort-
gages insured under this section except individual mortgages in-
sured pursuant to subsection (d) of this section covering the indi-
vidual dwellings in the project, and as to such individual mortgages
the provisions of subsections (a), (c), (d), (e), (f), (g), (h), (), and (k)
of section 204 shall be applicable: Provided, That as applied to
mortgages or loans the insurance for which is the obligation of the
Management Fund (1) all references to the General Insurance
Fund shall be construed to refer to the Management Fund, and (2)
all references to section 207 shall be construed to refer to sub-
sections (a)(1), (a)(3) (if the project involved is acquired by a cooper-
ative corporation), (i) and (j) of this section.

(f) The Secretary is authorized, with respect to mortgages in-
sured or to be insured under this section, to furnish technical ad-
vice and assistance in the organization of corporations or trusts of
the character described in subsection (a) of this section and in the
planning, development, construction, and operation of their housing
projects.

(g) Nothing in this Act shall be construed to prevent the insur-
ance of a mortgage under this section covering a housing project
designed for occupancy by single persons, and dwelling units in
such a project shall constitute family units within the meaning of
this section.

(h) In the event that a mortgagor of the character described in
paragraph (3) of subsection (a) obtains an insured mortgage loan
pursuant to this section and fails to sell the property or project cov-
ered by such mortgage to a nonprofit housing corporation or non-
profit housing trust of the character described in paragraph (1) of
subsection (a) hereof, the Secretary is authorized to refuse, for such
a period of time as he shall deem appropriate under the cir-
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cumstances, to insure under this section any additional investor-
sponsored type mortgage loans made to such mortgagor or to any
other investor-sponsored mortgagor where, in the determination of
the Secretary, any of its stockholders were identified with such
mortgagor.

(i) Nothing in this Act shall be construed to prevent the insur-
ance of a mortgage executed by a mortgagor of the character de-
scribed in paragraph (1) of subsection (a) of this section covering
property upon which dwelling units and related facilities have been
constructed prior to the filing of the application for mortgage insur-
ance hereunder: Provided, That the Secretary determines that the
consumer interest is protected and that the mortgagor will be a
consumer cooperative. In the case of properties other than new con-
struction, the limitations in this section upon the amount of the
mortgage shall be based upon the appraised value of the property
for continued use as a cooperative rather than upon the Secretary’s
estimate of the replacement cost. As to any project on which con-
struction was commenced after the effective date of this subsection,
the mortgage on such project shall be eligible for insurance under
this section only in those cases where the construction was subject
to inspection by the Secretary and where there was compliance
with the provisions of section 212 of this title. As to any project on
which construction was commenced prior to the effective date of
this subsection, such inspection, and compliance with the provi-
sions of section 212 of this title, shall not be a prerequisite.

(G)(1) With respect to any property covered by a mortgage in-
sured under this section (or any cooperative housing project cov-
ered by a mortgage insured under section 207 as in effect prior to
the enactment of the Housing Act of 1950), the Secretary is author-
ized upon such terms and conditions as he may prescribe, to make
commitments to insure and to insure supplementary cooperative
loans (including advances during construction or improvement)
made by financial institutions approved by the Secretary. The Sec-
retary is further authorized to make commitments to insure and to
insure supplementary cooperative loans (including advances during
construction or improvement) with respect to any property pur-
chased from the Federal Government by a nonprofit corporation or
trust of the character described in paragraph (1) of subsection (a),
if the property is covered by an uninsured mortgage representing
a part of the purchase price. As used in this subsection “supple-
mentary cooperative loan” means a loan, advance of credit, or pur-
chase of an obligation representing a loan or advance of credit
made for the purpose of financing any of the following:

(A) Improvements or repairs of the property covered by
such mortgage;?!

(B) Community facilities necessary to serve the occupants
of the property; orl

(C) Cooperative purchases and resales of memberships in
order to provide necessary refinancing for resales of member-
ships which involve increases in equity; but in such resales by
the cooperative the downpayments by the new members shall

1S0 in law.
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not be less than those made on the original sales of such mem-

berships.

(2) To be eligible for insurance under this subsection, a supple-
mentary cooperative loan shall—

(A) be limited to an amount which, when added to the out-
standing mortgage indebtedness on the property, creates a
total outstanding indebtedness which does not exceed the origi-
nal principal obligation of the mortgage; except that, in the
case of improvements or additional community facilities, the
outstanding indebtedness may be increased by an amount
equal to 97 per centum of the amount which the Secretary esti-
mates will be the value of such improvements or facilities, and
the new outstanding indebtedness may exceed the original
principal obligation of the mortgage if such new outstanding
indebtedness does not exceed the limitations imposed by sub-
section (b);

(B) have a maturity satisfactory to the Secretary but not
to exceed the remaining term of the mortgage; except that, in
the case of repairs or improvements to a property covered by
an uninsured mortgage dated more than twenty years prior to
the date of the commitment to insure, of such magnitude that
the Secretary deems them to be a major rehabilitation or mod-
ernization of such property, the loan may have a maturity date
up to ten years in excess of the remaining term of the unin-
sured mortgage;

(C) be secured in such manner as the Secretary may re-
quire;

(D) contain such other terms, conditions, and restrictions
as the Secretary may prescribe; and

(E) represent the obligation of a borrower of the character
described in paragraph (1) of subsection (a).

(k) There is hereby created a Cooperative Management Hous-
ing Insurance Fund (hereinafter referred to as the “Management
Fund”). The Management Fund shall be used by the Secretary as
a revolving fund for carrying out the provisions of this section with
respect to mortgages or loans insured, on or after the date of the
enactment of this subsection, under subsections (a)(1), (a)(3) (if the
project is acquired by a cooperative corporation, (i) and (j). The
Management Fund shall also be used as a revolving fund for mort-
gages, loans, and commitments transferred to it pursuant to sub-
section (m). The Secretary is directed to transfer to the Manage-
ment Fund from the General Insurance Fund an amount equal to
the total of the premium payments theretofore made with respect
to the insurance of mortgages and loans transferred to the Manage-
ment Fund pursuant to subsection (m) minus the total of any ad-
ministrative expenses theretofore incurred in connection with such
mortgages and loans, plus such other amounts as the Secretary de-
termines to be necessary and appropriate. General expenses of op-
eration of the Department of Housing and Urban Development re-
lating to mortgages or loans which are the obligation of the Man-
agement Fund may be charged to the Management Fund.

(1) The Secretary shall establish in the Management Fund, as
of the date of the enactment of this subsection, a General Surplus
Account and a Participating Reserve Account. The aggregate net
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income thereafter received or any net loss thereafter sustained by
the Management Fund, in any semiannual period, shall be credited
or charged to the General Surplus Account or the Participating Re-
serve Account or both in such manner and amounts as the Sec-
retary may determine to be in accord with sound actuarial and ac-
counting practice. Upon termination of the insurance obligation of
the Management Fund by payment of any mortgage or loan in-
sured under this section, and at such time or times prior to such
termination as the Secretary may determine, the Secretary is au-
thorized to distribute to the mortgagor or borrower a share of the
Participating Reserve Account in such manner and amount as the
Secretary shall determine to be equitable and in accordance with
sound actuarial and accounting practice: Provided, That in no
event shall the amount of the distributable share exceed the aggre-
gate scheduled annual premiums of the mortgagor or borrower to
the year of payment of the share less the total amount of any share
or shares previously distributed by the Secretary to the mortgagor
or borrower: And provided further, That in no event may a distrib-
utable share be distributed until any funds transferred from the
General Insurance Fund to the Management Fund pursuant to
subsection (o) have been repaid in full to the General Insurance
Fund. No mortgagor, mortgagee, borrower, or lender shall have any
vested right in a credit balance in any such account or be subject
to any liability arising out of the mutuality of the Management
Fund. The determination of the Secretary as to the amount to be
paid by him to any mortgagor or borrower shall be final and con-
clusive.

(m) The Secretary is authorized to transfer to the Management
Fund commitments for insurance issued under subsection (a)(1), (i),
and (j) prior to the date of enactment of this subsection, and to
transfer to the Management Fund the insurance of any mortgage
or loan insured prior to the date of the enactment of this subsection
under subsection (a)(1), (a)(3) (if the project is acquired by a cooper-
ative corporation), (i), or (j): Provided, That the insurance of any
mortgage or loan shall not be transferred under the provisions of
this subsection if on the date of the enactment of this subsection
the mortgage or loan is in default and the mortgagee or lender has
notified the Secretary in writing of its intention to file an insurance
claim. Any insurance or commitment not so transferred shall con-
tinue to be an obligation of the General Insurance Fund.

(n) Notwithstanding the limitations contained in other provi-
sions of this Act, premium charges for mortgages or loans the in-
surance of which is the obligation of either the Management Fund
or the General Insurance Fund may be payable in debentures
issued in connection with mortgages or loans transferred to the
Management Fund or in connection with mortgages or loans in-
sured pursuant to commitments transferred to the Management
Fund, as provided in subsection (m) of this section. Premium
charges on the insurance of mortgages or loans transferred to the
Management Fund or insured pursuant to commitments trans-
ferred to the Management Fund may be payable in debentures
which are the obligation of either the Management Fund or the
General Insurance Fund.
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(o) Notwithstanding any other provision of this Act, the Sec-
retary is authorized to transfer funds between the Cooperative
Management Housing Insurance Fund and the General Insurance
Fund in such amounts and at such times as he may determine,
taking into consideration the requirements of each such Fund, to
assist in carrying out effectively the insurance programs for which
such Funds were respectively established. Moneys in the Coopera-
tive Management Housing Insurance Fund not needed for current
operations of the fund shall be deposited with the Treasurer of the
United States to the credit of the Cooperative Management Hous-
ing Insurance Fund or invested in bonds or other obligations of, or
in bonds or other obligations guaranteed as to a principal and in-
terest by, the United States or any agency of the United States:
Provided, That such moneys shall to the maximum extent feasible
be invested in such bonds or other obligations the proceeds of
which will be used to directly support the residential mortgage
market. The Secretary may with the approval of the Secretary of
the Treasury, purchase in the open market debentures which are
the obligations of the Cooperative Management Housing Insurance
Fund. Such purchases shall be made at a price which will provide
an investment yield of not less than the yield obtainable from other
investments authorized by this subsection. Debentures so pur-
chased shall be canceled and not reissued.

(p) Notwithstanding any other provision of this section, the
project mortgage amounts which may be insured under this section
may be increased by up to 20 per centum if such increase is nec-
essary to account for the increased cost of the project due to the
installation therein of a solar energy system (as defined in sub-
paragraph (3) of the last paragraph of section 2(a) of this Act) or
residential energy conservation measures (as defined in section
210(11) (A) through (G) and (I) of Public Law 95-619) in cases
where the Secretary determines that such measures are in addition
to those required under the minimum property standards and will
be cost-effective over the life of the measure.

INSURANCE OF MORTGAGES ON PROPERTY IN ALASKA, GUAM, HAWAII,
AND THE VIRGIN ISLANDS

SEC. 214. [12 U.S.C. 1715d] If the Secretary of Housing and
Urban Development finds that, because of higher costs prevailing
in Alaska, Guam, Hawaii, or the Virgin Islands, it is not feasible
to construct dwellings or mobile home courts or parks on property
located in Alaska, Guam, Hawaii, or the Virgin Islands without
sacrifice of sound standards of construction, design or livability,
within the limitations as to maximum or maxima mortgage
amounts provided in this Act, the Secretary may, by regulations or
otherwise, prescribe, with respect to dollar amount, a higher maxi-
mum or maxima for the principal obligation of mortgages insured
under this Act covering property located in Alaska, Guam, Hawaii
or the Virgin Islands in such amounts as he shall find necessary
to compensate for such higher costs but not to exceed, in any event,
the maximum or maxima otherwise applicable (including increased
mortgage amounts in geographical areas where cost levels so re-
quire) by more than one-half thereof. No mortgage with respect to
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a project or property in Alaska, Guam, Hawaii, or the Virgin Is-
lands shall be accepted for insurance under this Act unless the Sec-
retary finds that the project or property is an acceptable risk, giv-
ing consideration to the acute housing shortage in Alaska, Guam,
Hawaii, or the Virgin Islands: Provided, That any such mortgage
may be insured or accepted for insurance without regard to any re-
quirement in any other section of this Act that the Secretary finds
the project or property to be economically sound or an acceptable
risk. Notwithstanding any of the provisions of this Act or any other
law, the Alaska Housing Authority or the Government of Guam,
the Virgin Islands, or Hawaii or any agency or instrumentality
thereof shall be eligible as mortgagor or mortgagee, as the case
may be, for any of the purposes of mortgage insurance under the
provisions of this Act. Upon application by the mortgagee (1) where
the mortgagor is regulated or restricted pursuant to the last sen-
tence of this section or (2) where the Alaska Housing Authority or
the Government of Guam, the Virgin Islands, or Hawaii or any
agency or instrumentality thereof is the mortgagor or mortgagee,
for the insurance of a mortgage under any provisions of this Act,
the Secretary is authorized to insure the mortgage (including ad-
vances thereon where otherwise authorized), and to make commit-
ments for the insuring of any such mortgages prior to the date of
their execution or disbursement thereon, under such provisions
(and this section) without regard to any requirement that the mort-
gagor shall have paid a prescribed amount on account of such prop-
erty. Without limiting the authority of the Secretary under any
other provision of law, the Secretary is hereby authorized, with re-
spect to any mortgagor in such case (except where the Alaska
Housing Authority is the mortgagor or mortgagee) to require the
mortgagor to be regulated or restricted as to rents or sales,
charges, capital structure, rate of return, and methods of operation
to such an extent and in such manner as the Secretary determines
advisable to provide reasonable rentals and sales prices and a rea-
sonable return on the investment.

ISSUANCE OF COMMITMENTS

Sec. 215. [12 U.S.C. 1715f] The Secretary is hereby author-
ized to process applications and issue commitments with respect to
insurance of mortgages under section 8 of title I, title II, title VI,
title VIII, or title IX of this Act, even though the permanent mort-
gage financing may not be insured under this Act, and in the event
the mortgage is not so insured the Secretary is authorized to
charge an additional application fee determined by him to be rea-
sonable. The Secretary is authorized to make such rules and regu-
lations as may be necessary to carry out the provisions of this sec-
tion.

WAIVER OF OCCUPANCY REQUIREMENTS FOR SERVICEMEN

SEc. 216. [12 U.S.C. 1715g] The Secretary is hereby author-
ized to insure any mortgage otherwise eligible for insurance under
any of the provisions of this Act without regard to any requirement
with respect to the occupancy of the mortgagor of the property at
the time of insurance, where the Secretary is satisfied that the in-
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ability of the mortgagor to meet such requirement is by reason of

his entry on active duty in a uniformed service subsequent to the

filing of an application for insurance and the mortgagor expresses

3n intent to meet such requirement upon his release from active
uty.

[GENERAL MORTGAGE INSURANCE AUTHORIZATION]
[SEc. 217. [Repealed.]]
[CREDIT FOR APPLICATION FEES PAID]
[SEC. 218. [Repealed.]]
[AUTHORITY TO TRANSFER AMOUNTS AMONG FUNDS]
[SEC. 219. [Repealed.]]

REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING
INSURANCE

SeEc. 220. [12 U.S.C. 1715k] (a) The purpose of this section is
to aid in the elimination of slums and blighted conditions and the
prevention of the deterioration of residential property by
supplementing the insurance of mortgages under sections 203 and
207 of this title with a system of loan and mortgage insurance de-
signed to assist the financing required for the rehabilitation of ex-
isting dwelling accommodations and the construction of new dwell-
ing accommodations where such dwelling accommodations are lo-
cated in an area referred to in paragraph (1) of subsection (d) of
the section.

(b) The Secretary is authorized, upon application by the mort-
gagee, to insure, as hereinafter provided, any mortgage (including
advances during construction on mortgages covering property of the
character described in paragraph (3)(B) of subsection (d) of this sec-
tion) which is eligible for insurance as hereinafter provided, and,
upon such terms and conditions as he may prescribe, to make com-
mitments for the insurance of such mortgages prior to the date of
their execution or disbursement thereon.

(c) As used in this section, the terms “mortgage,” “first mort-
gage,” “mortgagee,” “mortgagor,” “maturity date,” and “State” shall
have the same meaning as in section 201 of this Act.

(d) To be eligible for insurance under this section a mortgage
shall meet the following conditions:

(1) The mortgaged property shall—

(A) be located in (1) the area of a slum clearance and urban
redevelopment project covered by a Federal-aid contract exe-
cuted or a prior approval granted, pursuant to title I of the
Housing Act of 1949 before the effective date of the Housing
Act of 1954, or (ii) an urban renewal area (as defined in title
I of the Housing Act of 1949, as amended) or (iii) the area of
an urban renewal project assisted under section 111 of the
Housing Act of 1949, as amended, or (iv) an area in which a
program of concentrated code enforcement activities is being
carried out pursuant to section 117 of the Housing Act of 1949,
or (v) an area designated by the Secretary, where concentrated
housing, physical development, and public service activities are
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being or will be carried out in a coordinated manner, pursuant
to a locally developed strategy for neighborhood improvement,
conservation or preservation: Provided, That, in the case of an
area within the purview of clause (i) or (ii) of this subpara-
graph, a redevelopment plan or an urban renewal plan (as de-
fined in title I of the Housing Act of 1949, as amended), as the
case may be, has been approved for such area by the governing
body of the locality involved and by the Secretary of Housing
and Urban Development and the Secretary has determined
that such plan conforms to a general plan for the locality as
a whole and that there exist the necessary authority and finan-
cial capacity to assure the completion of such redevelopment or
urban renewal plan: And provided further, That, in the case of
an area within the purview of clause (iii) of this subparagraph,
an urban renewal plan (as required for projects assisted under
such section 111) has been approved for such area by such gov-
erning body and by the Secretary, and the Secretary has deter-
mined that such plan conforms to definite local objectives re-
specting appropriate land uses, improved traffic, public trans-
portation, public utilities, recreational and community facili-
ties, and other public improvements, and that there exist the
necessary authority and financial capacity to assure the com-
pletion of such urban renewal plan, and

(B) meet such standards and conditions as the Secretary
shall prescribe to establish the acceptability of such property
for mortgage insurance under this section.

(2) The mortgaged property shall be held by—

(A) a mortgagor approved by the Secretary, and the Sec-
retary may in his discretion require such mortgagor to be regu-
lated or restricted as to rents or sales, charges, capital struc-
ture, rate of return and methods of operation, and for such
purpose the Secretary may make such contracts with and ac-
quire for not to exceed $100 stock or interest in any such mort-
gagor as the Secretary may deem necessary to render effective
such restriction or regulations. Such stock or interest shall be
paid for out of the General Insurance Fund and shall be re-
deemed by the mortgagor at par upon the termination of all ob-
ligations of the Secretary under the insurance; or

(B) by Federal or State instrumentalities, municipal cor-
porate instrumentalities of one or more States, or limited divi-
dend or redevelopment or housing corporations or other legal
entities restricted by or under Federal or State laws or regula-
tions of State banking or insurance departments as to rents,
charges, capital structure, rate of return, or methods of oper-
ation.

(3) The mortgage shall—

(A)({) involve a principal obligation (including such initial
service charges, appraisal, inspection, and other fees as the
Secretary shall approve) in an amount not to exceed the appli-
cable maximum principal obligation which may be insured in
the area under section 203(b); or in the case of a dwelling de-
signed principally for residential use for more than four fami-
lies (but not exceeding such additional number of family units
as the Secretary may prescribe) the applicable maximum prin-
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cipal obligation secured by a four-family residence which may
be insured in the area under section 203(b) plus not to exceed
$9,165 for each additional family unit in excess of four located
on such property; and not to exceed an amount equal to the
sum to (1) 97 per centum (but, in any case where the dwelling
is not approved for mortgage insurance prior to the beginning
of construction, unless the construction of the dwelling was
completed more than one year prior to the application for mort-
gage insurance, 90 per centum) of $25,000 of the Secretary’s
estimate of replacement cost of the property, as of the date the
mortgage is accepted for insurance, and (2) 95 per centum of
such value in excess of $25,000: Provided, That in the case of
properties other than new construction, the foregoing limita-
tions upon the amount of the mortgage shall be based upon the
sum of the estimated cost of repair and rehabilitation and the
Secretary’s estimate of the value of the property before repair
and rehabilitation rather than upon the Secretary’s estimate of
the replacement cost: Provided further, That if the mortgagor
is a veteran and the mortgage to be insured under this section
covers property upon which there is located a dwelling de-
signed principally for a one-family residence, the principal obli-
gation may be in an amount equal to the sum of (1) 100 per
centum of $25,000 of the Secretary’s estimate of replacement
cost of the property, as of the date the mortgage is accepted for
insurance and (2) 95 per centum of such value in excess of
$25,000. As used herein, the term “veteran” means any person
who served on active duty in the Armed Forces of the United
States for a period of not less than ninety days (or as certified
by the Secretary of Defense as having performed
extrahazardous service), and who was discharged or released
therefrom under conditions other than dishonorable, except
that persons enlisting in the armed forces after September 7,
1980, or entering active duty after October 16, 1981, shall have
their eligibility determined in accordance with section 3103A(d)
of title 38, United States Code; and

(i1) in no case involving refinancing have a principal obli-
gation in an amount exceeding the sum of the estimated cost
of repair and rehabilitation and the amount (as determined by
the Secretary) required to refinance existing indebtedness se-
cured by the property or project, plus any existing indebted-
ness incurred in connection with improving, repairing, or reha-
bilitating the property; or

(B)L(i) [Repealed.]]

(i1) not exceed 90 per centum of the amount which the Sec-
retary estimates will be the replacement cost of the property
or project when the proposed improvements are completed (the
replacement cost of the property or project may include the
land, the proposed physical improvements, utilities within the
boundaries of the property or project, architect’s fees, taxes,
and interest during construction, and other miscellaneous
charges incident to construction and approved by the Sec-
retary, and shall include an allowance for builder’s and spon-
sor’s profit and risk of 10 per centum of all of the foregoing
items except the land unless the Secretary, after certification
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that such allowance is unreasonable shall by regulation pre-
scribe a lesser percentage): Provided, That in the case of prop-
erties other than new construction, the foregoing limitations
upon the amount of the mortgage shall be based upon the sum
of the estimated cost of repair and rehabilitation and the Sec-
retary’s estimate of the value of the property before repair and
rehabilitation rather than upon the Secretary’s estimate of the
replacement cost: Provided further, That the mortgage may in-
volve the financing of the purchase of property which has been
rehabilitated by a local public agency with Federal assistance
pursuant to section 110(c)(8) of the Housing Act of 1949, and,
in such case the foregoing limitations upon the amount of the
mortgage shall be based upon the appraised value of the prop-
erty as of the date the mortgage is accepted for insurance;

(iii) not to exceed, for such part of the property or project
as may be attributable to dwelling use (excluding exterior land
improvements as defined by the Secretary), $30,420 per family
unit without a bedroom, $33,696 per family unit with one bed-
room, $40,248 per family unit with two bedrooms, $49,608 per
family unit with three bedrooms, and $56,160 per family unit
with four or more bedrooms, except that as to projects to con-
sist of elevator-type structures the Secretary may, in his dis-
cretion, increase the dollar amount limitations per family unit
not to exceed $35,100 per family unit without a bedroom,
$39,312 per family unit with one bedroom, $48,204 per family
unit with two bedrooms, $60,372 per family unit with three
bedrooms, and $68,262 per family unit with four or more bed-
rooms, as the case may be, to compensate for the higher costs
incident to the construction of elevator-type structures of sound
standards of construction and design; and except that with re-
spect to rehabilitation projects involving not more than five
family units, the Secretary may by regulation increase by 25
per centum any of the foregoing dollar amount limitations con-
tained in this clause which are applicable to units with two,
three, or four or more bedrooms: Provided, That the Secretary
may, by regulation, increase any of the foregoing dollar amount
limitations contained in this clause (as determined after the
application of the preceding proviso) by not to exceed 110 per-
cent in any geographical area where the Secretary finds that
cost levels so require and by not to exceed 140 percent where
the Secretary determines it necessary on a project-by-project
basis, but in no case may any such increase exceed 90 percent
where the Secretary determines that a mortgage purchased or
to be purchased by the Government National Mortgage Asso-
ciation in implementing its special assistance functions under
section 305 of this Act (as such section existed immediately be-
fore November 30, 1983) is involved): Provided further, That
nothing contained in this subparagraph shall preclude the in-
surance of mortgages covering existing multifamily dwellings
to be rehabilitated or reconstructed for the purposes set forth
in subsection (a) of this section: And provided further, That the
Secretary may further increase any of the dollar amount limi-
tations which would otherwise apply for the purpose of this
clause by not to exceed 20 per centum if such increase is nec-
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essary to account for the increased cost of the project due to

the installation therein of a solar energy system (as defined in

subparagraph (3) of the last paragraph of section 2(a) of this

Act) or residential energy conservation measures (as defined in

section 210(11)(A) through (G) and (I) of Public Law 95-619)

in cases where the Secretary determines that such measures

are in addition to those required under the minimum property
standards and will be cost-effective over the life of the meas-
ure; and

(iv) include such nondwelling facilities as the Secretary
deems desirable and consistent with the urban renewal plan
or, where appropriate with the locally developed strategy for
neighborhood improvement, conservation or preservation: Pro-
vided, That the project shall be predominantly residential and
any nondwelling facility included in the mortgage shall be
found by the Secretary to contribute to the economic feasibility
of the project, and the Secretary shall give due consideration
to the possible effect of the project on other business enter-
prises in the community.

(4) The mortgage shall provide for complete amortization by
periodic payments (unless otherwise approved by the Secretary)?!
within such terms as the Secretary may prescribe, but as to mort-
gages coming within the provisions of paragraph (3)(A) of this sub-
section (d) not to exceed the maximum maturity prescribed by the
provisions of section 203(b)(3). The mortgage shall bear interest at
such rate as may be agreed upon by the mortgagor and the mortga-
gee and contain such terms and provisions with respect to the ap-
plication of the mortgagor’s periodic payment to amortization of the
principal of the mortgage, insurance, repairs, alterations, payment
of taxes, default reserves, delinquency charges, foreclosure proceed-
ings, anticipation of maturity, additional and secondary liens, and
other matters as the Secretary may in the Secretary’s discretion
prescribe.

(e) The Secretary may at any time, under such terms and con-
ditions as he may prescribe, consent to the release of the mortgagor
from his liability under the mortgage or the credit instrument se-
cured thereby, or consent to the release of parts of the mortgaged
property from the lien of the mortgage.

(f) The mortgagee shall be entitled to receive the benefits of the
insurance as hereinafter provided—

(1) as to mortgages meeting the requirements of paragraph

(3)(A) of subsection (d) of this section, as provided in section

204(a) of this Act with respect to mortgages insured under sec-

tion 203; and the provisions of subsections (b), (c), (d), (e), (f),

(g), (h), (i), and (k) of section 204 of this Act shall be applicable

to such mortgages insured under this section, except that all

references therein to the Mutual Mortgage Insurance Fund or
the Fund shall be construed to refer to the General Insurance

1Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98-181, approved
November 30, 1983, added this parenthetical in sections 207(c)(3), 220(d)(4), 221(d)(6), and
231(c)(5) of the National Housing Act. Subsection (f) of such section further provides as follows:

“(f) The aggregate number of dwelling units included in properties covered by mortgages in-
sured pursuant to the authority granted in the amendments made by this section in any fiscal
year may not exceed 10,000.”.
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Fund and all references therein to section 203 shall be con-
strued to refer to this section;

(2) as to mortgages meeting the requirements of paragraph
(3)(B) of subsection (d) of this section, as provided in section
207(g) of this Act with respect to mortgages insured under said
section 207, and the provisions of subsections (h), (i), (), (k),
and (1) of section 207 of this Act shall be applicable to such
mortgages insured under this section, and all references there-
in to the Housing Insurance Fund or the Housing Fund shall
be construed to refer to the General Insurance Fund; or

(3) as to mortgages meeting the requirements of this sec-
tion that are insured or initially endorsed for insurance on or
after the date of enactment of the Housing Act of 1961, not-
withstanding the provisions of paragraphs (1) and (2) of this
subsection, the Secretary in his discretion, in accordance with
such regulations as he may prescribe, may make payments
pursuant to such paragraphs in cash or in debentures (as pro-
vided in the mortgage insurance contract), or may acquire a
mortgage loan that is in default and the security therefor upon
payment to the mortgagee in cash or in debentures (as pro-
vided in the mortgage insurance contract) of a total amount
equal to the unpaid principal balance of the loan plus any ac-
crued interest and any advances approved by the Secretary
and made previously by the mortgagee under the provisions of
the mortgage. After the acquisition of the mortgage by the Sec-
retary the mortgagee shall have no further rights, liabilities, or
obligations with respect to the loan or the security for the loan.
The appropriate provisions of sections 204 and 207 relating to
the rights, liabilities, and obligations of a mortgagee shall
apply with respect to the Secretary when he has acquired an
insured mortgage under this paragraph, in accordance with
and subject to regulations (modifying such provisions to the ex-
tent necessary to render their application for such purposes ap-
propriate and effective) which shall be prescribed by the Sec-
retary, except that as applied to mortgages so acquired (A) all
references in section 204 to the Mutual Mortgage Insurance
Fund or the Fund shall be construed to refer to the General
Insurance Fund, and (B) all references in section 204 to section
203 shall be construed to refer to this section. If the insurance
payment is made in cash, there shall be added to such pay-
ment an amount equivalent to the interest which the deben-
tures would have earned, computed to a date to be established
pursuant to regulations issued by the Secretary.

[(g) [Repealed.]]
(h)(1) To assist further in the conservation, improvement, re-

pair, and rehabilitation of property located in the area of an urban
renewal project, or in an area in which a program of concentrated
code enforcement activities is being carried out pursuant to section
117 of the Housing Act of 1949, as provided in paragraph (1) of
subsection (d) of this section, the Secretary is authorized upon such
terms and conditions as he may prescribe to make commitments to
insure and to insure home improvement loans (including advances
during construction or improvement) made by financial institutions
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on and after the date of enactment of the Housing Act of 1961.1 As
used in this subsection—

(A) the term “home improvement loan” means a loan, ad-
vance of credit, or purchase of an obligation representing a
loan or advance of credit made—

(i) for the purpose of financing the improvement of an
existing structure (or in connection with an existing struc-
ture) which was constructed not less than ten years prior
to the making of such loan, advance of credit, or purchase,
and which is used or will be used primarily for residential
purposes: Provided, That a home improvement loan shall
include a loan, advance, or purchase with respect to the
improvement of a structure which was constructed less
than ten years prior to the making of such loan, advance,
or purchase if the proceeds are or will be used primarily
for major structural improvements, or to correct defects
which were not known at the time of the completion of the
structure or which were caused by fire, flood, windstorm,
or other causalty; or

(ii) for the purpose of enabling the borrower to pay
that part of the cost of the construction or installation of
sidewalks, curbs, gutters, street paving, street lights, sew-
ers, or other public improvements, adjacent to or in the vi-
cinity of property owned by him and used primarily for
residential purposes, which is assessed against him or for
which he is otherwise legally liable as the owner of such
property;

(B) the term “improvement” means conservation, repair,
restoration, rehabilitation, conversion, alteration, enlargement,
or remodeling; and

(C) the term “financial institution” means a lender ap-
proved by the Secretary as eligible for insurance under section
2 or a mortgagee approved under section 203(b)(1).

(2) To be eligible for insurance under this subsection, a home
improvement loan shall—

(i)2 not exceed the Secretary’s estimate of the cost of im-
provement, or $12,000 per family unit, whichever is the lesser,
and be limited as required by paragraph (11): Provided, That
the Secretary may, by regulation, increase such amount by not
to exceed 45 per centum in any geographical area where he
finds that cost levels so require;

(i1)3 be limited to an amount which when added to any
outstanding indebtedness related to the property (as deter-
mined by the Secretary) creates a total outstanding indebted-
ness which does not exceed the limits provided in subsection
(d)(3) for properties (of the same type) other than new con-
struction;

(iii) 4 bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee;

1June 30, 1961.

2So in law. Probably should be designated as subparagraph (A).
3So in law. Probably should be designated as subparagraph (B).
4So in law. Probably should be designated as subparagraph (C).
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(iv)1 have a maturity satisfactory to the Secretary, but not
to exceed twenty years from the beginning of amortization of
the loan;

(v)2 comply with such other terms, conditions, and restric-
tions as the Secretary may prescribe; and

(vi)3 represent the obligation of a borrower who is the
owner of the property improved, or a lessee of the property
under a lease for not less than 99 years which is renewable or
under a lease having an expiration date in excess of 10 years
later than the maturity date of the loan.

(3) Any home improvement loan insured under this subsection
may be refinanced and extended in accordance with such terms and
conditions as the Secretary may prescribe, but in no event for an
additional amount or terms in excess of the maximum provided for
in this subsection.

[(4) [Repealed.]]

(5) The Secretary is authorized to fix a premium charge for the
insurance of home improvement loans under this subsection but in
the case of any such loan such charge shall not be less than an
amount equivalent to one-half of 1 per centum per annum nor more
than an amount equivalent to 1 per centum per annum of the
amount of the principal obligation of the loan outstanding at any
time, without taking into account delinquent payments or prepay-
ments. Such premium charges shall be payable by the financial in-
stitution either in cash or in debentures (at par plus accrued inter-
est) issued by the Secretary as obligations of the General Insurance
Fund, in such manner as may be prescribed by the Secretary, and
the Secretary may require the payment of one or more such pre-
mium charges at the time the loan is insured, at such discount rate
as he may prescribe not in excess of the interest rate specified in
the loan. If the Secretary finds upon presentation of a loan for in-
surance and the tender of the initial premium charge or charges so
required that the loan complies with the provisions of this sub-
section, such loan may be accepted for insurance by endorsement
or otherwise as the Secretary may prescribe. In the event the prin-
cipal obligation of any loan accepted for insurance under this sub-
section is paid in full prior to the maturity date, the Secretary is
authorized to refund to the financial institution for the account of
the borrower all, or such portions as he shall determine to be equi-
table, of the current unearned premium charges theretofore paid.

(6) In cases of defaults on loans insured under this subsection,
upon receiving notice of default, the Secretary, in accordance with
such regulations as he may prescribe, may acquire the loan and
any security therefor upon payment to the financial institution in
cash or in debentures (as provided in the loan insurance contract)
of a total amount equal to the unpaid principal balance of the loan,
plus any accrued interest, any advances approved by the Secretary
made previously by the financial institution under the provisions of
the loan instruments, and reimbursement for such collection costs,
court costs, and attorney fees as may be approved by the Secretary.
If the insurance payment is made in cash, there shall be added to

1So in law. Probably should be designated as subparagraph (D).
280 in law. Probably should be designated as subparagraph (E).
3So in law. Probably should be designated as subparagraph (F).
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such payment an amount equivalent to the interest which the de-
bentures would have earned, computed to a date to be established
pursuant to regulations issued by the Secretary.

(7) Debentures issued under this subsection shall be executed
in the name of the General Insurance Fund as obligor, shall be ne-
gotiable, and, if in book entry form, transferable, in the manner de-
scribed by the Secretary in regulations, and shall be dated as of the
date the loan is assigned to the Secretary and shall bear interest
from that date. They shall bear interest at a rate, established by
the Secretary pursuant to section 224, payable semiannually on the
1st day of January and the 1st day of July of each year, and shall
mature ten years after their date of issuance. They shall be exempt
from taxation as provided in section 207(i) with respect to deben-
tures issued under that section. They shall be paid out of the Gen-
eral Insurance Fund which shall be primarily liable therefor and
they shall be fully and unconditionally guaranteed as to principal
and interest by the United States, and, in the case of debentures
issued in certificated registered form, the guaranty shall be ex-
pressed on the face of the debentures. In the event the General In-
surance Fund fails to pay upon demand, when due, the principal
of or interest on any debentures so guaranteed, the Secretary of the
Treasury shall pay the holders the amount thereof which is hereby
authorized to be appropriated out of any money in the Treasury not
otherwise appropriated, and thereupon, to the extent of the amount
so paid, the Secretary of the Treasury shall succeed to all the
rights of the holders of such debentures. Debentures issued under
this subsection shall be in such form and amounts; shall be subject
to such terms and conditions; and shall include such provisions for
redemption, if any, as may be prescribed by the Secretary of Hous-
ing and Urban Development, with the approval of the Secretary of
the Treasury; and may be in book entry or certificated registered
form, or such other form as the Secretary of Housing and Urban
Development may prescribe in regulations.

(8) The provisions of subsections (¢), (d), and (h) of section 2
shall apply to home improvement loans insured under this sub-
section and for the purposes of this subsection references in sub-
sections (c¢), (d), and (h) of section 2 to “this section” or “this title”
shall be construed to refer to this subsection.

(9)(A) Notwithstanding any other provisions of this Act, no
home improvement loan executed in connection with the improve-
ment of a structure for use as rental accommodations for five or
more families shall be insured under this subsection unless the
borrower has agreed (i) to certify, upon completion of the improve-
ment and prior to final endorsement of the loan, either that the ac-
tual cost of improvement equaled or exceeded the proceeds of the
home improvement loan, or the amount by which the proceeds of
the loan exceed the actual cost, as the case may be, and (ii) to pay
forthwith to the financial institution, for application to the reduc-
tion of the principal of the loan, the amount, if any, certified to be
in excess of the actual cost of improvement. Upon the Secretary’s
approval of the borrower’s certification as required under this para-
graph, the certification shall be final and incontestable, except for
fraud or material misrepresentation on the part of the borrower.
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(B) As used in subparagraph (A), the term “actual cost” means
the cost to the borrower of the improvement, including the amounts
paid for labor, materials, construction contracts, off-site public utili-
ties, streets, organization and legal expenses, such allocations of
general overhead items as are acceptable to the Secretary, and
other items of expense approved by the Secretary, plus a reason-
able allowance for builder’s profit if the borrower is also the build-
er, as defined by the Secretary, and excluding the amount of any
kickbacks, rebates, or trade discounts received in connection with
the improvement.

(10) Notwithstanding any other provisions of this Act, the Sec-
retary is authorized and empowered (i) to make expenditures and
advances out of funds made available by this Act to preserve and
protect his interest in any security for, or the lien or priority of the
lien securing, any loan or other indebtedness owing to, insured by,
or acquired by the Secretary or by the United States under this
subsection, or section 2 or 203(k); and (ii) to bid for and to purchase
at any foreclosure or other sale or otherwise acquire property
pledged, mortgaged, conveyed, attached, or levied upon to secure
the payment of any loan or other indebtedness owing to or acquired
by the Secretary or by the United States under this subsection or
section 2 or 203(k). The authority conferred by this paragraph may
be exercised as provided in the last sentence of section 204(g).

(11) Notwithstanding any other provision of this Act, no home
improvement loan made in whole or in part for the purpose speci-
fied in clause (A)(ii) of the second sentence of paragraph (1) shall
be insured under this subsection if such loan (or the portion thereof
which is attributable to such purpose), when added to the aggre-
gate principal balance of any outstanding loans insured under this
subsection or section 203(k) which were made to the same borrower
for the purpose so specified (or the portion of such aggregate bal-
ance which is attributable to such purpose), would exceed $10,000
or such additional amount as the Secretary has by regulation pre-
scribed in any geographical area where he finds cost levels so re-
quired pursuant to the authority vested in him by the proviso in
paragraph (2)(i) of this subsection. [12 U.S.C. 1715Kk]

HOUSING FOR MODERATE INCOME AND DISPLACED FAMILIES

Sec. 221. [12 U.S.C. 171511 (a) This section is designed to as-
sist private industry in providing housing for low and moderate in-
come families and displaced families.

(b) The Secretary is authorized, upon application by the mort-
gagee, to insure under this section as hereinafter provided any
mortgage (including advances during construction on mortgages
covering property of the character described in paragraphs (3) and
(4) of subsection (d) of this section) which is eligible for insurance
as provided herein and, upon such terms and conditions as the Sec-
retary may prescribe, to make commitments for the insurance of
such mortgages prior to the date of their execution or disbursement
thereon.

(c) As used in this section, the terms “mortgage”, “first mort-
gage”, “mortgagee”, “mortgagor”, “maturity date” and “State” shall
have the same meaning as in section 201 of this Act.
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N 11(d) To be eligible for insurance under this section, a mortgage
shall—

(1) have been made to and be held by a mortgagee ap-
proved by the Secretary as responsible and able to service the
mortgage properly;

(2) be secured by property upon which there is located a
dwelling conforming to applicable standards prescribed by the
Secretary under subsection (f) of this section, and meeting the
requirements of all State laws, or local ordinances or regula-
tions relating to the public health or safety, zoning, or other-
wise, which may be applicable thereto, and shall involve a
principal obligation (including such initial service charges ap-
praisal, inspection, and other fees as the Secretary shall ap-
prove) in an amount (A) not to exceed (i) $31,000 (or $36,000,
if the mortgagor’s family includes five or more persons) in the
case of a property upon which there is located a dwelling de-
signed principally for a single-family residence, (ii) $35,000 in
the case of a property upon which there is located a dwelling
designed principally for a two-family residence, (iii) $48,600 in
the case of a property upon which there is located a dwelling
designed principally for a three-family residence, or (iv)
$59,400 in the case of a property upon which there is located
a dwelling designed principally for a four-family residence, ex-
cept that the Secretary may increase the foregoing amounts to
not to exceed $36,000 (or $42,000 if the mortgagor’s family in-
cludes five or more persons), $45,000, $57,600, and $68,400, re-
spectively, in any geographical area where he finds that cost
levels so require; and (B) not to exceed the appraised value of
the property (as of the date the mortgage is accepted for insur-
ance): Provided, That (i)(1) in the case of a displaced family,
he shall have paid on account of the property at least $200 in
the case of a single family dwelling, $400 in the case of a two-
family dwelling, $600 in the case of a three-family dwelling,
and $800 in the case of a four-family dwelling, or (2) in the
case of any other family, he shall have paid on account of the
property at least 3 per centum of the Secretary’s estimate of
its acquisition cost (excluding the mortgage insurance premium
paid at the time the mortgage is insured), in cash or its equiva-
lent; which amount in either instance may include amounts to
cover settlement costs and initial payments for taxes, hazard
insurance, and other prepaid expenses; or, (ii) in the case of re-
pair and rehabilitation, the amount of the mortgage shall not
exceed the sum of the estimated cost of repair and rehabilita-
tion and the Secretary’s estimate of the value of the property
before repair and rehabilitation, except that in no case involv-
ing refinancing shall such mortgage exceed such estimated cost
of repair and rehabilitation and the amount (as determined by
the Secretary) required to refinance existing indebtedness se-
cured by the property: Provided further, That the mortgagor
shall to the maximum extent feasible be given the opportunity
to contribute the value of his labor as equity in such dwelling;
or

(3) if executed by a mortgagor which is a public body or
agency (and, except with respect to a project assisted or to be
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assisted pursuant to section 8 of the United States Housing
Act of 1937, which certifies that it is not receiving financial as-
sistance from the United States exclusively pursuant to such
Act), a cooperative (including an investor-sponsor who meets
such requirements as the Secretary may impose to assure that
the consumer interest is protected), or a limited dividend cor-
poration (as defined by the Secretary), or a private nonprofit
corporation or association, or other mortgagor approved by the
Secretary, and regulated or supervised under Federal or State
laws or by political subdivisions of States, or agencies thereof,
or by the Secretary under a regulatory agreement or otherwise,
as to rents, charges, and methods of operation, in such form
and in such manner as in the opinion of the Secretary will ef-
fectuate the purposes of this section—

[(A) [Repealed.]]

(i1) not exceed, for such part of the property or project
as may be attributable to dwelling use (excluding exterior
land improvements as defined by the Secretary), $33,638
per family unit without a bedroom, $38,785 per family unit
with one bedroom, $46,775 per family unit with two bed-
rooms, $59,872 per family unit with three bedrooms, and
$66,700 per family unit with four or more bedrooms; ex-
cept that as to projects to consist of elevator-type struc-
tures the Secretary may, in his discretion, increase the dol-
lar amount limitations per family unit to not to exceed
$35,400 per family unit without a bedroom, $40,579 per
family unit with one bedroom, $49,344 per family unit
with two bedrooms, $63,834 per family unit with three
bedrooms, and $70,070 per family unit with four or more
bedrooms, as the case may be, to compensate for the high-
er costs incident to the construction of elevator-type struc-
tures of sound standards of construction and design; and
except that the Secretary may, by regulation, increase any
of the foregoing dollar amount limitations contained in this
clause and by not to exceed 110 percent in any geographi-
cal area where the Secretary finds that cost levels so re-
quire and by not to exceed 140 percent where the Sec-
retary determines it necessary on a project-by-project
basis, but in no case may any such increase exceed 90 per-
cent where the Secretary determines that a mortgage pur-
chased or to be purchased by the Government National
Mortgage Association in implementing its special assist-
ance functions under section 305 of this Act (as such sec-
tion existed immediately before November 30, 1983) is in-
volved; and

(ii1) not exceed (1) in the case of new construction, the
amount which the Secretary estimates will be the replace-
ment cost of the property or project when the proposed im-
provements are completed (the replacement cost may in-
clude the land, the proposed physical improvements, utili-
ties within the boundaries of the land, architect’s fees,
taxes, incident to construction and approved by the Sec-
retary), or (2) in the case of repair and rehabilitation, the
sum of the estimated cost of repair and rehabilitation and
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the Secretary’s estimate of the value of the property before
repair and rehabilitation: Provided, That the mortgage
may involve the financing of the purchase of property
which has been rehabilitated by a local public agency with
Federal assistance pursuant to section 110(c)(8) of the
Housing Act of 1949, and, in such case, the amount of the
mortgage shall not exceed the appraised value of the prop-
erty as of the date the mortgage is accepted for insurance:
Provided further, That in the case of any mortgagor other
than a nonprofit corporation or association, cooperative (in-
cluding an investor-sponsor), or public body, or a mortga-
gor meeting the special requirements of subsection (e)(1),
the amount of the mortgage shall not exceed 90 per cen-
tum of the amount otherwise authorized under this sec-
tion: Provided further, That such property or project, when
constructed, or repaired and rehabilitated, shall be for use
as a rental or cooperative project, and low and moderate
income families or displaced families shall be eligible for
occupancy in accordance with such regulations and proce-
dures as may be prescribed by the Secretary and the Sec-
retary may adopt such requirements as he determines to
be desirable regarding consultation with local public
officals where such consultation is appropriate by reason of
the relationship of such project to projects under other
local programs; or

(4) if executed by a mortgagor and which is approved by

the Secretary—

[(i) [Repealed.]]

(i) not exceed, or such part of the property or project
as may be attributable to dwelling use (excluding exterior
land improvements as defined by the Secretary), $30,274
per family unit without a bedroom, $34,363 per family unit
with one bedroom, $41,536 per family unit with two bed-
rooms, $52,135 per family unit with three bedrooms, and
$59,077 per family unit with four or more bedrooms; ex-
cept that as to projects to consist of elevator-type struc-
tures the Secretary may, in his discretion, increase the dol-
lar amount limitations per family unit to not to exceed
$32,701 per family unit without a bedroom, $37,487 per
family unit with one bedroom, $45,583 per family unit
with two bedrooms, $58,968 per family unit with three
bedrooms, and $64,730 per family unit with four or more
bedrooms, as the case may be, to compensate for the high-
er costs incident to the construction of elevator-type struc-
tures of sound standards of construction and design; and
except that the Secretary may, by regulation, increase any
of the foregoing dollar amount limitations contained in this
clause by not to exceed 110 percent in any geographical
area where the Secretary finds that cost levels so require
and by not to exceed 140 percent where the Secretary de-
termines it necessary on a project-by-project basis, but in
no case may any such increase exceed 90 percent where
the Secretary determines that a mortgage purchased or to
be purchased by the Government National Mortgage Asso-



951

NATIONAL HOUSING ACT Sec. 221

ciation in implementing its special assistance functions

under section 305 of this Act (as such section existed im-

mediately before November 30, 1983) is involved;

(ii1) not exceed (in the case of a property or project ap-
proved for mortgage insurance prior to the beginning of
construction) 90 per centum of the amount which the Sec-
retary estimates will be the replacement cost of the prop-
erty or project when the proposed improvements are com-
pleted (the replacement cost may include the land, the pro-
posed physical improvements, utilities within the bound-
aries of the land, architect’s fees, taxes, interest during
construction, and other miscellaneous charges incident to
construction and approved by the Secretary, and shall in-
clude an allowance for builder’s and sponsor’s profit and
risk of 10 per centum of all of the foregoing items, except
the land, unless the Secretary, after certification that such
allowance is unreasonable, shall by regulation prescribe a
lesser percentage; and

(iv) not exceed 90 per centum of the sum of the esti-
mated cost of repair and rehabilitation (including the cost
of evaluating and reducing lead-based paint hazards, as
such terms are defined in section 1004 of the Residential
Lead-Based Paint Hazard Reduction Act of 1992) and the
Secretary’s estimate of the value of the property before re-
pair and rehabilitation of the proceeds of the mortgage are
to be used for the repair and rehabilitation of a property
or project: Provided, That the Secretary may, in his discre-
tion, require the mortgagor to be regulated or restricted as
to rents or sales, charges, capital structure, rate of return,
and methods of operation, and for such purpose the Sec-
retary may make such contracts with and acquire for not
to exceed $100 such stock or interest in any such mortga-
gor as the Secretary may deem necessary to render effec-
tive such restrictions or regulations, with such stock or in-
terest being paid for out of the General Insurance Fund
and being required to be redeemed by the mortgage at par
upon the termination of all obligations of the Secretary
under the insurance;

(5) bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee; and contain such terms and
provisions with respect to the application of the mortgagor’s
periodic payment to amortization of the principal of the mort-
gage, insurance, repairs, alterations, payment of taxes, default
reserves, delinquency charges, foreclosure proceedings, antici-
pation of maturity, additional and secondary liens, and other
matters as the Secretary may in his discretion prescribe: Pro-
vided, That a mortgage insured under the provisions of sub-
section (d)(3) shall bear interest (exclusive of any premium
charges for insurance and service charge, if any) at not less
than the lower of (A) 3 per centum per annum, or (B) the an-
nual rate of interest determined, from time to time by the Sec-
retary of the Treasury at the request of the Secretary, by esti-
mating the average market yield to maturity on all outstand-
ing marketable obligations of the United States, and by adjust-
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ing such yield to the nearest one-eighth of 1 per centum, and

there shall be no differentiation in the rate of interest charged

under this proviso as between mortgagors under subsection

(d)(3) on the basis of differences in the types or classes of such

mortgagors; and

(6) provide for complete amortization by periodic payments

(unless otherwise approved by the Secretary)! within such
terms as the Secretary may prescribe, but as to mortgages
coming within the provisions of subsection (d)(2) not to exceed
from the date of the beginning of amortization of the mortgage
(i) 40 years in the case of a displaced family, (ii) 35 years in
the case of any other family if the mortgage is approved for in-
surance prior to construction, except that the period in such
case may be increased to not more than 40 years where the
mortgagor is not able, as determined by the Secretary, to make
the required payments under a mortgage having a shorter am-
ortization period, and (iii) 30 years in the case of any other
family where the mortgage is not approved for insurance prior
to construction.

(e)(1) A mortgagor which may be approved by the Secretary as
provided in subsection (d)(3) includes a mortgagor which, as a con-
dition of obtaining insurance of the mortgage and prior to the sub-
mission of its application for such insurance, has entered into an
agreement (in form and substance satisfactory to the Secretary)
with a private nonprofit corporation eligible for an insured mort-
gage under the provisions of subsection (d)(3), that the mortgagor
will sell the project when it is completed to the corporation at the
actual cost of the project, as certified pursuant to section 227 of
this Act. The mortgagor to whom the property is sold shall be regu-
lated or supervised by the Secretary as provided in subsection
(d)(3) to effectuate its purposes.

(2) The Secretary may at any time, under such terms and con-
ditions as he may prescribe, consent to the release of the mortgagor
from his liability under the mortgage or the credit instrument se-
cured thereby, or consent to the release of parts of the mortgaged
property from the lien of the mortgage.

(f) The property or project shall comply with such standards
and conditions as the Secretary may prescribe to establish the ac-
ceptability of such property for mortgage insurance and may in-
clude such commercial and community facilities as the Secretary
deems adequate to serve the occupants: Provided, That in the case
of any such property or project located in an urban renewal area,
the provisions of section 220(d)(3)(B)(iv) shall apply with respect to
the nondwelling facilities which may be included in the mortgage:
Provided further, That in the case of a mortgage which bears inter-
est at the below-market interest rate prescribed in the proviso of
subsection (d)(5), the provisions of section 220(d)(3)(B)(iv) shall only
apply if the mortgagor waives the right to receive dividends on its

1Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98-181, approved
November 30, 1983, added this parenthetical in sections 207(c)(3), 220(d)(4), 221(d)(6), and
231(c)(5) of the National Housing Act. Subsection (f) of such section further provides as follows:

“(f) The aggregate number of dwelling units included in properties covered by mortgages in-
sured pursuant to the authority granted in the amendments made by this section in any fiscal
year may not exceed 10,000.”.
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equity investment in the portion thereof devoted to commercial fa-
cilities.

A property or project covered by a mortgage insured under the
provisions of subsection (d)(3) or (d)(4) shall include five or more
family units: Provided, That such units, in the case of a project de-
signed primarily for occupancy by displaced, elderly, or handi-
capped families, need not, with the approval of the Secretary, con-
tain kitchen facilities, and such projects may include central dining
and other shared facilities. The Secretary is authorized to adopt
such procedures and requirements as he determines are desirable
to assure that the dwelling accommodations provided under this
section are available to displaced families. Notwithstanding any
provision of this Act, the Secretary, in order to assist further the
provision of housing for low and moderate income families, in his
discretion and under such conditions as he may prescribe, may in-
sure a mortgage which meets the requirements of subsection (d)(3)
of this section as in effect after the date of enactment of the Hous-
ing Act of 1961, or which meets the requirements of subsection (h),
(i), or (j) with no premium charge, with a reduced premium charge,
or with a premium charge for such period or periods during the
time the insurance is in effect as the Secretary may determine, and
there is hereby authorized to be appropriated, out of any money in
the Treasury not otherwise appropriated, such amounts as may be
necessary to reimburse the General Insurance Fund for any net
losses in connection with such insurance. Any person who is sixty-
two years of age or over, or who is a handicapped person within
the meaning of section 202 of the Housing Act of 1959, or who is
a displaced person, shall be deemed to be a family within the
meaning of the terms “family” and “families” as those terms are
used in this section. Low- and moderate-income persons who are
less than 62 years of age shall be eligible for occupancy of dwelling
units in a project financed with a mortgage insured under sub-
section (d)(3).

In any case in which it is determined in accordance with regu-
lations of the Secretary that facilities in existence or under con-
struction on the date of enactment of the Housing and Urban De-
velopment Act of 1970 which could appropriately be used for class-
room purposes are available in any such property or project and
that public schools in the community are overcrowded due in part
to the attendance at such schools of residents of the property or
project, such facilities may be used for such purposes to the extent
permitted in such regulations (without being subject to any of the
requirements of the proviso in section 220(d)(3)(B)(iv) except the re-
quirements that the project be predominantly residential).

As used in this section the terms “displaced family”, “displaced
families”, and “displaced person” shall mean a family or families,
or a person, displaced from an urban renewal area, or as a result
of governmental action, or as a result of a major disaster as deter-
mined by the President pursuant to the Disaster Relief and Emer-
gency Assistance Act.1

1Section 109 of the Disaster Relief and Emergency Assistance Amendments of 1988, Pub. L.
100-707, approved Nov. 23, 1988, amended this sentence to refer to such sections of the “Disas-

Continued
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In order to induce advances by owners for capital improve-
ments (excluding any owner contributions that may be required by
the Secretary as a condition for assistance under section 201 of the
Housing and Community Development Amendments of 1978) to
benefit projects covered by a mortgage under the provisions of sub-
section (d)(3) that bears a below market interest rate prescribed in
the proviso to subsection (d)(5), in establishing the rental charge
for the project the Secretary may include an amount that would
permit a return of such advances with interest to the owner out of
project income, on such terms and conditions as the Secretary may
determine. Any resulting increase in rent contributions shall be—

(A) to a level not exceeding the lower of 30 percent of the
adjusted income of the tenant or the published existing fair
market rent for comparable housing established under section

8(c) of the United States Housing Act of 1937;

(B) phased in equally over a period of not less than 3
years, if such increase is 30 percent or more; and
(C) limited to not more than 10 percent per year if such
increase is more than 10 percent but less than 30 percent.
Assistance under section 8 of the United States Housing Act of
1937 shall be provided, to the extent available under appropria-
tions Acts, if necessary to mitigate any adverse effects on income-
eligible tenants.

(g) The mortgagee shall be entitled to receive the benefits of
the insurance as hereinafter provided—

(1) as to mortgages meeting the requirements of paragraph

(2) of subsection (d) of this section, paragraph (5) of subsection

(h) of this section, or paragraph (2) of subsection (i) of this sec-

tion as provided in section 204(a) of this Act with respect to

mortgages insured under section 203, and the provisions of

subsections (b), (¢), (d), (e), (f), (g), (h), (j), and (k) of section 204

of this Act shall be applicable to such mortgages insured under

this section, except that all references therein to the Mutual

Mortgage Insurance Fund or the Fund shall be construed to

refer to the General Insurance Fund and all references therein

to section 203 shall be construed to refer to this section; or
(2) as to mortgages meeting the requirements of paragraph

(3) or (4) of subsection (d) of this section, paragraph (1) of sub-

section (h) of this section, or paragraph (2) of subsection (j) of

this section, as provided in section 207(g) of this Act with re-
spect to mortgages insured under said section 207, and the pro-
visions of subsections (h), (i), (j), (k), and (1) of section 207 of
this Act shall be applicable to such mortgages insured under
this section; or

(3) as to mortgages meeting the requirements of this sec-
tion which are insured or initially endorsed for insurance on or
after the date of enactment of the Housing Act of 1961,1 not-
withstanding the provisions of paragraphs (1) and (2) of this
subsection, the Secretary in his discretion, in accordance with
such regulations as he may prescribe, may make payments
pursuant to such paragraphs in cash or in debentures (as pro-

ter Relief and Emergency Assistance Act.” Probably intended to refer to the Robert T. Stafford
Disaster Relief and Emergency Assistance Act, renamed by section 102(a) of Pub. L. 100-707.
1June 30, 1961.
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vided in the mortgage insurance contract), or may acquire a
mortgage loan that is in default and the security therefor upon
payment to the mortgagee in cash or in debentures (as pro-
vided in the mortgage insurance contract) of a total amount
equal to the unpaid principal balance of the loan plus any ac-
crued interest and any advances approved by the Secretary
and made previously by the mortgagee under the provisions of
the mortgage, and after the acquisition of any such mortgage
by the Secretary the mortgagee shall have no further rights, li-
abilities, or obligations with respect to the loan or the security
for the loan. The appropriate provisions of sections 204 and
207 relating to the issuance of debentures shall apply with re-
spect to debentures issued under this paragraph, and the ap-
propriate provisions of sections 204 and 207 relating to the
rights, liabilities, and obligations of a mortgagee shall apply
with respect to the Secretary when he has acquired an insured
mortgage under this paragraph, in accordance with and subject
to regulations (modifying such provisions to the extent nec-
essary to render their application for such purposes appro-
priate and effective) which shall be prescribed by the Sec-
retary, except that as applied to mortgages so acquired (A) all
references in section 204 to the Mutual Mortgage Insurance
Fund or the fund shall be construed to refer to the General In-
surance Fund, and (B) all references in section 204 to section
203 shall be construed to refer to this section. If the insurance
is paid in cash, there shall be added to such payment an
amount equivalent to the interest which the debentures would
have earned, computed to a date to be established pursuant to
regulations issued by the Secretary.

(4)(A) In the event any mortgage insured under this sec-
tion pursuant to a commitment to insure entered into before
the effective date of this clause? is not in default at the expira-
tion of twenty years from the date the mortgage was endorsed
for insurance, the mortgagee shall, within a period thereafter
to be determined by the Secretary, have the option to assign,
transfer, and deliver to the Secretary the original credit instru-
ment and the mortgage securing the same and receive the ben-
efits of the insurance as hereinafter provided in this para-
graph, upon compliance with such requirements and conditions
as to the validity of the mortgage as a first lien and such other
matters as may be prescribed by the Secretary at the time the
loan is endorsed for insurance. Upon such assignment, trans-
fer, and delivery the obligation of the mortgagee to pay the
premium charges for insurance shall cease, and the Secretary
shall, subject to the cash adjustment provided herein, issue to
the mortgagee debentures having a total face value? equal to

1 November 30, 1983.
2Section 516(d) of the Housing and Community Development Act of 1992, Pub. L. 102-550,
provides as follows:

“(d) HOUSING FOR MODERATE INCOME AND DISPLACED FAMILIES.—The second sentence of

section 221(g)(4)(A) of the National Housing Act (12 U.S.C. 17151(g)(4)(A)) is amended by strik-

ing *

‘, subject to the cash adjustment provided herein, issue to the mortgagee debentures having

total face value” and inserting the following: “issue to the mortgagee debentures having a par
value”.

Continued
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the amount of the original principal obligation of the mortgage
which was unpaid on the date of the assignment, plus accrued
interest to such date. Debentures issued pursuant to this para-
graph shall be issued in the same manner and subject to the
same terms and conditions as debentures issued under para-
graph (1) of this subsection, except that the debentures issued
pursuant to this paragraph shall be dated as of the date the
mortgage is assigned to the Secretary, shall mature ten years
after such date, and shall bear interest from such date at the
going Federal rate determined at the time of issuance. The
term “going Federal rate” as used herein means the annual
rate of interest which the Secretary of the Treasury shall speci-
fy as applicable to the six-month period (consisting of January
through June or July through December) which includes the
issuance date of such debentures, which applicable rate for
each six-month period shall be determined by the Secretary of
the Treasury by estimating the average yield to maturity, on
the basis of daily closing market bid quotations or prices dur-
ing the month of May or the month of November, as the case
may be, next preceding such six-month period, on all outstand-
ing marketable obligations of the United States having a matu-
rity date of eight to twelve years from the first day of such
month of May or November (or, if no such obligations are out-
standing, the obligation next shorter than eight years and the
obligation next longer than twelve years, respectively, shall be
used), and by adjusting such estimated average annual yield to
the nearest one-eighth of 1 per centum. The Secretary shall
have the same authority with respect to mortgages assigned to
him under this paragraph as contained in section 207(k) and
section 207(1) as to mortgages insured by the Secretary and as-
signed to him under section 207 of this Act.

(B) In processing a claim for insurance benefits under this
paragraph, the Secretary may direct the mortgagee to assign,
transfer, and deliver the original credit instrument and the
mortgage securing it directly to the Government National
Mortgage Association in lieu of assigning, transferring, and de-
livering the credit instrument and the mortgage to the Sec-
retary. Upon the assignment, transfer, and delivery of the
credit instrument and the mortgage to the Association, the
mortgage insurance contract shall terminate and the mortga-
gee shall receive insurance benefits as provided in subpara-
graph (A). The Association is authorized to accept such loan
documents in its own name and to hold, service, and sell such
loans as agent for the Secretary. The mortgagor’s obligation to
pay a service charge in lieu of a mortgage insurance premium
shall continue as long as the mortgage is held by the Associa-
tion or by the Secretary. The Secretary shall have the same au-
thority with respect to mortgages assigned to the Secretary or
the Association under this subparagraph as provided by section
223(c).

The amendment could not be executed because the text proposed to be struck does not ap-
pear in this subparagraph.
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(C)3) In lieu of accepting assignment of the original credit
instrument and the mortgage securing the credit instrument
under subparagraph (A) in exchange for receipt of debentures,
the Secretary shall arrange for the sale of the beneficial inter-
ests in the mortgage loan through an auction and sale of the
(I) mortgage loans, or (II) participation certificates, or other
mortgage-backed obligations in a form acceptable to the Sec-
retary (in this subparagraph referred to as “participation cer-
tificates”). The Secretary shall arrange the auction and sale at
a price, to be paid to the mortgagee, of par plus accrued inter-
est to the date of sale. The sale price shall also include the
right to a subsidy payment described in clause (iii).

(ii1)(I) The Secretary shall conduct a public auction to de-
termine the lowest interest rate necessary to accomplish a sale
of the beneficial interests in the original credit instrument and
mortgage securing the credit instrument.

(IT) A mortgagee who elects to assign a mortgage shall pro-
vide the Secretary and persons bidding at the auction a de-
scription of the characteristics of the original -credit
instrument and mortgage securing the original credit instru-
ment, which shall include the principal mortgage balance,
original stated interest rate, service fees, real estate and ten-
ant characteristics, the level and duration of applicable Federal
subsidies, and any other information determined by the Sec-
retary to be appropriate. The Secretary shall also provide infor-
mation regarding the status of the property with respect to the
provisions of the Emergency Low Income Housing Preservation
Act of 1987 or any subsequent Act with respect to eligibility to
prepay the mortgage, a statement of whether the owner has
filed a notice of intent to prepay or a plan of action under the
Emergency Low Income Housing Preservation Act of 1987 or
any subsequent Act, and the details with respect to incen-
tives provided under the Emergency Low Income Housing
Preservation Act of 1987 or any subsequent Act in lieu of exer-
cising prepayment rights.

(IIT) The Secretary shall, upon receipt of the information
in subclause (II), promptly advertise for an auction and publish
such mortgage descriptions in advance of the auction. The Sec-
retary may conduct the auction at any time during the 6-
month period beginning upon receipt of the information in sub-
clause (IT) but under no circumstances may the Secretary con-
duct an auction before 2 months after receiving the mortga-
gee’s written notice of intent to assign its mortgage to the Sec-
retary.

(IV) In any auction under this subparagraph, the Sec-
retary shall accept the lowest interest rate bid for purchase
that the Secretary determines to be acceptable. The Secretary
shall cause the accepted bid to be published in the Federal
Register. Settlement for the sale of the credit instrument and
the mortgage securing the credit instrument shall occur not
later than 30 business days after the date winning bidders are
selected in the auction, unless the Secretary determines that
extraordinary circumstances require an extension (not to ex-
ceed 60 days) of the period.
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(V) If no bids are received, the bids that are received are
not acceptable to the Secretary, or settlement does not occur
within the period under subclause (IV), the mortgagee shall re-
tain all rights (including the right to interest, at a rate to be
determined by the Secretary, for the period covering any ac-
tions taken under this subparagraph) under this section to as-
sign the mortgage loan to the Secretary.

(iii) As part of the auction process, the Secretary shall
agree to provide a monthly interest subsidy payment from the
General Insurance Fund to the purchaser under the auction of
the original credit instrument or the mortgage securing the
credit instrument (and any subsequent holders or assigns who
are approved mortgagees). The subsidy payment shall be paid
on the first day of each month in an amount equal to the dif-
ference between the stated interest due on the mortgage loan
and the lowest interest rate necessary to accomplish a sale of
the mortgage loan or participation certificates (less the servic-
ing fee, if appropriate) for the then unpaid principal balance
plus accrued interest at a rate determined by the Secretary.
Each interest subsidy payment shall be treated by the holder
of the mortgage as interest paid on the mortgage. The interest
subsidy payment shall be provided until the earlier of—

(I) the maturity date of the loan;

(II) prepayment of the mortgage loan in accordance
with the Emergency Low Income Housing Preservation Act
of 1987 or any subsequent Act, where applicable; or

(IIT) default and full payment of insurance benefits
on the mortgage loan by the Federal Housing Administra-
tion.

(iv) The Secretary shall require that the mortgage loans or
participation certificates presented for assignment are auc-
tioned as whole loans with servicing rights released and also
are auctioned with servicing rights retained by the current
servicer.

(v) To the extent practicable, the Secretary shall encourage
State housing finance agencies, nonprofit organizations, and
organizations representing the tenants of the property securing
the mortgage, or a qualified mortgagee participating in a plan
of action under the Emergency Low Income Housing Preserva-
tion Act of 1987 or subsequent Act to participate in the auc-
tion.

(vi) The Secretary shall implement the requirements im-
posed by this subparagraph within 30 days from the date of
enactment of this subparagraph! and not be subject to the re-
quirement of prior issuance of regulations in the Federal Reg-
ister. The Secretary shall issue regulations implementing this
section within 6 months of the enactment of this subpara-
graph.l

(vii) Nothing in this subparagraph shall diminish or im-
pair the low income use restrictions applicable to the project
under the original regulatory agreement or the revised agree-
ment entered into pursuant to the Emergency Low Income

1The date of enactment was November 5, 1990.
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Housing Preservation Act of 1987 or subsequent Act, if any, or
other agreements for the provision of Federal assistance to the
housing or its tenants.

(viii) This subparagraph shall not apply after December
31, 2002. Not later than January 31 of each year (beginning in
1992), the Secretary shall submit to the Congress a report in-
cluding statements of the number of mortgages auctioned and
sold and their value, the amount of subsidies committed to the
program under this subparagraph, the ability of the Secretary
to coordinate the program with the incentives provided under
the Emergency Low Income Housing Preservation Act of 1987
or subsequent Act, and the costs and benefits derived from the
program for the Federal Government.

(ix)! The authority of the Secretary to conduct
multifamily auctions under this paragraph shall be ef-
fective for any fiscal year only to the extent and in
such amounts as are approved in appropriations Acts
for the costs of loan guarantees (as defined in section
502 of the Congressional Budget Act of 1974), includ-
ing the cost of modifying loans.

(h)(1) In addition to mortgages insured under the provisions of
this section, the Secretary is authorized, upon application by the
mortgagee, to insure under this subsection as hereinafter provided
any mortgage (including advances under such mortgage during re-
habilitation) which is executed by a nonprofit organization to fi-
nance the purchase and rehabilitation of deteriorating or sub-
standard housing for subsequent resale to low-income home pur-
chasers and, upon such terms and conditions as the Secretary may
prescribe, to make commitments for the insurance of such mort-
gages prior to the date of their execution or disbursement thereon.

(2) To be eligible for insurance under paragraph (1) of this sub-
section, a mortgage shall—

(A) be executed by a private nonprofit corporation or asso-
ciation, approved by the Secretary, for financing the purchase
and rehabilitation (with the intention of subsequent resale) of
property comprising one or more tracts or parcels, whether or
not contiguous, upon which there is located deteriorating or
substandard housing consisting of (i) four or more single-family
dwellings of detached, semidetached, or row construction, or
(i1) four or more one-family units in a structure or structures
for which a plan of family unit ownership approved by the Sec-
retary is established;

(B) be secured by the property which is to be purchased
and rehabilitated with the proceeds thereof;

(C) be in a principal amount not exceeding the appraised
value of the property at the time of its purchase under the
mortgage plus the estimated cost of the rehabilitation;

(D) bear interest (exclusive of premium charged for insur-
ance and service charge, if any) at the rate in effect under the
proviso in subsection (d)(5) at the time of execution;

1Indented so in law.
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(E) provide for complete amortization (subject to para-
graph (5)(E)) by periodic payments within such term as the
Secretary may prescribe; and

(F) provide for the release of individual single-family
dwellings from the lien of the mortgage upon the sale of the
rehabilitated dwellings in accordance with paragraph (5).

(3) No mortgage shall be insured under paragraph (1) unless
the mortgagor shall have demonstrated to the satisfaction of the
Secretary that (A) the property to be rehabilitated is located in a
neighborhood which is sufficiently stable and contains sufficient
public facilities and amenities to support long-term values, or (B)
the rehabilitation to be carried out by the mortgagor plus its relat-
ed activities and the activities of other owners of housing in the
neighborhood, together with actions to be taken by public authori-
ties, will be of such scope and quality as to give reasonable promise
that a stable environment will be created in the neighborhood.

(4) The aggregate principal balance of all mortgages insured
under paragraph (1) and outstanding at any one time shall not ex-
ceed $50,000,000.

(5)(A)* No mortgage shall be insured under paragraph (1) un-
less the mortgagor enters into an agreement (in form and sub-
stance satisfactory to the Secretary) that it will offer to sell the
dwellings involved, upon completion of their rehabilitation, to indi-
viduals or families (hereinafter referred to as “low-income pur-
chasers”) determined by the Secretary to have incomes below the
maximum amount specified (with respect to the area involved) in
section 101(c)(1) of the Housing and Urban Development Act of
1965.

(B) The Secretary is authorized to insure under this paragraph
mortgages executed to finance the sale of individual dwellings to
low-income purchasers as provided in subparagraph (A). Any such
mortgage shall—

(i) be in a principal amount equal to that portion of the un-
paid balance of the principal mortgage covering the property
(insured under paragraph (1)) which is allocable to the individ-
ual dwelling involved; and

(i) bear interest at the same rate as the principal mort-
gage or such lower rate, not less than 1 per centum, as the
Secretary may prescribe if in his judgment the purchaser’s in-
come is sufficiently low to justify the lower rate, and provide
for complete amortization within a term equal to the remaining
term (determined without regard to subparagraph (E) of such
principal mortgage: Provided, That if the rate of interest ini-
tially prescribed is less than the rate borne by the principal
mortgage and the purchaser’s income (as determined on the
basis of periodic review) subsequently rises, the rate of interest
so prescribed shall be increased (but not above the rate borne
by such principal mortgage), under regulations of the Sec-

1Section 101(c)(4) of the Housing and Urban Development Act of 1968, Pub. L. 90-448, ap-
proved August 1, 1968, provides as follows:

“(4) The purchase of any individual dwelling, sold by a nonprofit organization pursuant to the
provisions of section 221(h)(5) of the National Housing Act after the date of enactment of this
section, may be financed with a mortgage insured under the provisions of section 235(j)(4) of
sucﬁ ﬁct, but such mortgage shall bear interest at the rate provided in section 235(3)(2)(C) of
such Act.”.
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retary, to the extent appropriate to reflect the increase in such

income, and the mortgage shall so provide.

(C) The price for which any individual dwelling is sold to a
low-income purchaser under this paragraph shall be the amount of
the mortgage covering the sale as determined under subparagraph
(B), except that the purchaser shall in addition thereto be required
to pay on account of the property at the time of purchase such
amount (which shall not be less than $200, but which may be ap-
plied in whole or in part toward closing costs) as the Secretary may
determine to be reasonable and appropriate in the circumstances.

(D) Upon the sale under this paragraph of any individual
dwelling, such dwelling shall be released from the lien of the prin-
cipal mortgage, and such mortgage shall thereupon be replaced by
an individual mortgage insured under this paragraph to the extent
of the portion of its unpaid balance which is allocable to the dwell-
ing covered by such individual mortgage. Until all of the individual
dwellings in the property covered by the principal mortgage have
been sold, the mortgagor shall hold and operate the dwellings re-
maining unsold at any given time as though they constituted rental
units in a project covered by a mortgage which is insured under
subsection (d)(3) (and which receives the benefits of the interest
rate provided for in the proviso in subsection (d)(5)).

(E) Upon the sale under this paragraph of all of the individual
dwellings in the property covered by the principal mortgage, and
the release of all individual dwellings from the lien of the principal
mortgage, the insurance of the principal mortgage shall be termi-
nated and no adjusted premium charge shall be charged by the
Secretary upon such termination.

(F) Any mortgage insured under this paragraph shall contain
a provision that if the low-income mortgagor does not continue to
occupy the property the interest rate shall increase to the highest
rate permissible under this section and the regulations of the Sec-
retary effective at the time of commitment for insurance of the
principal mortgage; except that the increase in interest rate shall
not be applicable if the property is sold and the purchaser is (i) the
nonprofit organization which executed the principal mortgage (ii) a
public housing agency having jurisdiction under the United States
Housing Act of 1937 over the area where the dwelling is located,
or (iii) a low-income purchaser approved for the purposes of this
paragraph by the Secretary.

(6) In addition to the mortgages that may be insured under
paragraphs (1) and (5), the Secretary is authorized to insure under
this subsection at any time within one year after the date of the
enactment of this paragraph, upon such terms and conditions as he
may prescribe, mortgages which are executed by individuals or
families that meet the income criteria prescribed in paragraph
(5)(A) and are executed for the purpose of financing the rehabilita-
tion or improvement of single-family dwellings of detached,
semidetached, or row construction that are owned in each instance
by a mortgagor who has purchased the dwelling from a nonprofit
organization of the type described in this subsection. To be eligible
for such insurance, a mortgage shall—

(A) be in principal amount not exceeding the lesser of
$18,000 or the sum of the estimated cost of repair and rehabili-
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tation and the Secretary’s estimate of the value of the property
before repair and rehabilitation, except that in no case involv-
ing refinancing shall such mortgage exceed such estimated cost
of repair and rehabilitation and the amount (as determined by
the Secretary) required to refinance existing indebtedness se-
cured by the property;

(B) bear interest (exclusive of premium charges for insur-
ance and service charge, if any) at 3 per centum per annum or
such lower rate, not less than 1 per centum, as the Secretary
may prescribe if in his judgment the mortgagor’s income is suf-
ficiently low to justify the lower rate: Provided, That, if the
rate of interest initially prescribed is less than 3 per centum
per annum and the mortgagor’s income (as determined on the
basis of periodic review) subsequently rises, the rate shall be
increased (but not above 3 per centum), under regulations of
the Secretary, to the extent appropriate to reflect the increase
in such income, and the mortgage shall so provide;

(C) involve a mortgagor that shall have paid on account of
the property at the time of the rehabilitation such amount
(which shall not be less than $200 in cash or its equivalent,
but which may be applied in whole or in part toward closing
costs) as the Secretary may determine to be reasonable and ap-
propriate under the circumstances; and

(D) contain a provision that, if the low-income mortgagor
does not continue to occupy the property, the interest rate
shall increase to the highest rate permissible under this sec-
tion and the regulations of the Secretary effective at the time
the commitment was issued for insurance of the mortgage; ex-
cept that the increase in interest rate shall not be applicable
if the property is sold and the purchaser is (i) a nonprofit orga-
nization which has been engaged in purchasing and rehabili-
tating deteriorating and substandard housing with financing
under a mortgage insured under paragraph (1) of this sub-
section, (i) a public housing agency having jurisdiction under
the United States Housing Act of 1937 over the area where the
dwelling is located, or (iii) a low-income purchaser approved for
the purposes of this paragraph by the Secretary.

(7) Where the Secretary approved a plan of family unit owner-
ship, the terms “single-family dwelling,” “single-family dwellings,”
“individual dwelling,” and “individual dwellings” shall mean a fam-
ily unit or family units, together with the undivided interest (or in-
terests) in the common areas and facilities.

(8) For purposes of this subsection, the terms “single-family
dwelling” and “single-family dwellings” (except for purposes of
paragraph (7)) shall include a two-family dwelling which has been
approved by the Secretary.

(1)(1) The Secretary is authorized, with respect to any project
involving a mortgage insured under subsection (d)(3) which bears
interest at the below-market interest rate prescribed in the proviso
of subsection (d)(5), to permit a conversion of the ownership of such
project to a plan of family unit ownership. Under such plan, each
family unit shall be eligible for individual ownership and provision
shall be included for the sale of the family units, together with an
undivided interest in the common areas and facilities which serve
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the project, to low or moderate income purchasers. The Secretary
shall obtain such agreements as he determines to be necessary to
assure continued maintenance of the common areas and facilities.
Upon such sale, the family unit and the undivided interest in the
common areas shall be released from the lien of the project mort-
age.

(2)(A) The Secretary is authorized, upon application by the
mortgagee, to insure under this subsection mortgages financing the
purchase of individual family units under the plan prescribed in
paragraph (1). Commitments may be issued by the Secretary for
the insurance of such mortgages prior to the date of their execution
or disbursement thereon, upon such terms and conditions as the
Secretary may prescribe. To be eligible for such insurance, the
mortgage shall—

(i) be executed by a mortgagor having an income within
the limits prescribed by the Secretary for occupants of projects
financed with a mortgage insured under subsection (d)(3)
which bears interest at the below-market rate prescribed in the
proviso of subsection (d)(5);

(ii) involve a principal obligation (including such initial
service charges, and such appraisal, inspection, and other fees,
as the Secretary shall approve) in an amount not to exceed the
Secretary’s estimate of the appraised value of the family unit,
including the mortgagor’s interest in the common areas and fa-
cilities, as of the date the mortgage is accepted for insurance;

(iii) bear interest at a rate determined by the Secretary
(which may vary in accordance with the regulations of the Sec-
retary promulgated pursuant to the last sentence of paragraph
(4) of this subsection) but not less than the below-market rate
in effect under the proviso of subsection (d)(5) at the date of
the commitment for insurance; and

(iv) provide for complete amortization by periodic pay-
ments within such terms as the Secretary may prescribe, but
not to exceed forty years from the beginning of amortization of
the mortgage.

(B) The price for which the individual family unit is sold to the
low or moderate income purchaser shall not exceed the appraised
value of the property, as determined under subparagraph (A)Gi),
except that the purchaser shall be required to pay on account of
the property at the time of purchase at least such amount, in cash
or its equivalent (which shall be not less than 3 per centum of such
price, but which may be applied in whole or in part toward closing
costs), as the Secretary may determine to be reasonable and appro-
priate.

(3) Upon the sale of all of the family units covered by the
project mortgage, and the release of all of the family units (includ-
ing the undivided interest allocable to each unit in the common
areas and facilities) from the lien of the project mortgage, the in-
surance of the project mortgage shall be terminated and no ad-
justed premium charge shall be collected by the Secretary upon
such termination.

(4) Any mortgage covering an individual family unit insured
under this subsection shall contain a provision that, if the original
mortgagor does not continue to occupy the property, the interest
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rate shall increase to the highest rate permissible under this sec-
tion and the regulations of the Secretary effective at the time the
commitment was issued for the insurance of the project mortgage;
except that the requirement for an increase in interest rate shall
not be applicable if the property is sold and the purchaser is (i) a
nonprofit purchaser approved by the Secretary, or (ii) a low- or
moderate-income purchaser who has an income within the limits
prescribed by the Secretary for occupants of projects financed with
a mortgage insured under subsection (d)(3) which bears interest at
the below-market rate prescribed in the proviso of subsection (d)(5).
The mortgage shall also contain a provision that, if the Secretary
determines that the annual income of the original mortgagor (or a
purchaser described in clause (ii) of the preceding sentence) has in-
creased to an amount enabling payment of a greater rate of inter-
est, the interest rate of the individual mortgage may be increased
up to the highest rate permissible under the regulations of the Sec-
retary for mortgages insured under this section, effective at the
time the commitment was issued for the insurance of the mortgage.

(5) For the purpose of this subsection—

(i) the term “mortgage”, when used in relation to a mort-
gage insured under paragraph (2) of this subsection, includes

a first mortgage given to secure the unpaid purchase price of

a fee interest in, or a long-term leasehold interest in a one-

family unit in a multifamily project and an undivided interest

in the common areas and facilities which serve the project; and

(11) the term “common areas and facilities” includes the
land and such commercial, community, and other facilities as
are approved by the Secretary.

(G)(1) The Secretary is authorized, with respect to any rental
project, involving a mortgage insured under subsection (d)(3) which
bears interest at the below-market interest rate prescribed in the
proviso of subsection (d)(5), to permit a conversion of the ownership
of such project to a cooperative approved by the Secretary. Mem-
bership in such cooperative shall be made available only to those
families having an income within the limits prescribed by the Sec-
retary for occupants of projects financed with a mortgage insured
under subsection (d)(3) which bears interest at such below-market
rate: Provided, That families residing in the rental project at the
time of its conversion to a cooperative who do not meet such in-
come limits may be permitted to become members in the coopera-
tive under such special terms and conditions as the Secretary may
prescribe.

(2) The Secretary is authorized, upon application by the mort-
gagee, to insure under this subsection cooperative mortgages fi-
nancing the purchase of projects meeting the requirements of para-
graph (1). Commitments may be issued by the Secretary for the in-
surance of such mortgages prior to the date of their execution or
disbursement thereon, upon such terms and conditions as the Sec-
retary may prescribe. To be eligible for such insurance, the mort-
gage shall—

(i)1 involve a principal obligation (including such initial
service charges and appraisal, inspection, and other fees as the

1S0 in law. Probably should be designated as subparagraph (A).
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Secretary shall approve) in an amount not exceeding the ap-
praised value of the property for continued use as a coopera-
tive, which value shall be based upon a mortgage amount on
which the debt service can be met from the income of the prop-
erty when operated on a nonprofit basis, after the payment of
all operating expenses, taxes, and required reserves;

(i1)1 bear interest at the below-market rate prescribed in
the proviso of subsection (d)(5); and

(iii) 2 provide for complete amortization within such terms
as the Secretary may prescribe.

(k) With respect to any project insured under subsection (d)(3)
or (d)(4), the Secretary may further increase the dollar amount lim-
itations which would otherwise apply for the purpose of those sub-
sections by up to 20 per centum if such increase is necessary to ac-
count for the increased cost of the project due to the installation
therein of a solar energy system (as defined in subparagraph (3) of
the last paragraph of section 2(a) of this Act) or residential energy
conservation measures (as defined in section 210(11) (A) through
(G) and (I) of Public Law 95-619) in cases where the Secretary de-
termines that such measures are in addition to those required
under the minimum property standards and will be cost-effective
over the life of the measure.

(1)(1) Notwithstanding any other provision of law, tenants re-
siding in eligible multifamily housing whose incomes exceed 80 per-
cent of area median income shall pay as rent not more than the
lower of the following amounts: (A) 30 percent of the family’s ad-
justed monthly income; or (B) the relevant fair market rental es-
tablished under section 8(b) of the United States Housing Act of
1937 for the jurisdiction in which the housing is located. An owner
shall phase in any increase in rents for current tenants resulting
from this subsection.

(2) For purposes of this subsection, the term “eligible multifam-
ily housing” means any housing financed by a loan or mortgage
that is (A) insured or held by the Secretary under subsection (d)(3)
and assisted under section 101 of the Housing and Urban Develop-
ment Act of 1965 or section 8 of the United States Housing Act
1937; or (B) insured or held by the Secretary and bears interest at
a rate determined under the proviso of subsection (d)(5).

MORTGAGOR INSURANCE FOR SERVICEMEN

SEc. 222. [12 U.S.C. 1715m] (a) The purpose of this section is
to aid in the provision of housing accommodations for servicemen
in the Armed Forces of the United States, servicemen in the United
States Coast Guard and their families, and servicemen in the
United States National Oceanic and Atmospheric Administration
and their families by supplementing the insurance of mortgages
under section 203 of this title with a system of mortgage insurance
specially designed to assist the financing required for the construc-
tion or purchase of dwellings by those persons. As used in this sec-
tion, a “servicemen” means a person to whom the Secretary of De-
fense (or any officer or employee designated by him), the Secretary

1So in law. Probably should be designated as subparagraph (B).
2So0 in law. Probably should be designated as subparagraph (C).
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of Transportation (or any officer or employee designated by him),
or the Secretary of Commerce (or any officer or employee des-
ignated by him), as the case may be, has issued a certificate here-
under indicating that such person requires housing, is serving on
active duty in the Armed Forces of the United States, in the United
States Coast Guard, or in the United States National Oceanic and
Atmospheric Administration and has served on active duty for
more than two years, but a certificate shall not be issued here-
under to any person ordered to active duty for training purposes
only. The Secretary of Defense, the Secretary of Transportation,
and the Secretary of Commerce, respectively, are authorized to pre-
scribe rules and regulations governing the issuance of such certifi-
cates and may withhold issuance of more than one such certificate
to a serviceman whenever in his discretion issuance is not justified
due to circumstances resulting from military assignment, or, in the
case of the United States Coast Guard or the United States Na-
tional Oceanic and Atmospheric Administration, other assignment.
N 11(b) To be eligible for insurance under this section a mortgage
shall—

(1) meet the requirements of section 203(b) or 203(i), or
221(d)(2), or 234(c), except as such requirements are modified
by this section;

(2) involve a dwelling designed principally for a one-family
residence or a one-family unit in a condominium project;

(3)1 have a principal obligation not in excess of the sum
of (i) 97 per centum of $25,000 of the appraised value of the
property as of the date the mortgage is accepted for insurance,
and (i1) 95 per centum of such value in excess of $25,000; and

(4) be executed by a mortgagor who at the time of applica-
tion for insurance is certified as a “serviceman” and who at the
time of insurance is the owner of the property and either occu-
pies the property as a principal residence or certifies that his
failure to do so is the result of his military assignment, or in
the case of the United States Coast Guard or the United States
National Oceanic and Atmospheric Administration, other as-
signment.

(¢c) The Secretary may prescribe the manner in which a mort-
gage may be accepted for insurance under this section. Premiums
fixed by the Secretary under section 203 with resepct to, or payable
during, the period of ownership by a serviceman of the property in-
volved shall not be payable by the mortgagee but shall be paid not
less frequently than once each year, upon request of the Secretary
to the Secretary of Defense, the Secretary of Transportation, or the
Secretary of Commerce, as the case may be, from the respective ap-
propriations available for pay and allowances of persons eligible for
mortgage insurance under this section. As used herein, “the period
of ownership by a serviceman” means the period, for which pre-
miums are fixed, prior to the date that the Secretary of Defense (or

1Section 222(b) was amended by section 103 of the Housing Act of 1957, Pub. L. 85-104, ap-
proved July 12, 1957, to read as shown. Section 104 of the Housing Act of 1957 provides further
that the Secretary, in establishing maximum loan-to-value ratios for mortgages insured by him
under section 222(b) “shall determine that such ratios are in the public interest after taking
into consideration (1) the effect of such ratios in the national economy and on conditions in the
building industry, and (2) availability or unavailability of residential mortgage credit assisted
under the Servicemen’s Readjustment Act of 1944, as amended”.
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any officer or employee or other persons designated by him), the
Secretary of Transporation (or any officer or employee or other per-
son designated by him), or the Secretary of Commerce (or any offi-
cer or employee or other person designated by him), as the case
may be, furnishes the Secretary with a certification that such own-
ership (as defined by the Secretary), has terminated.

(d) Any mortgagee under a mortgage insured under this sec-
tion is entitled to the benefits of the insurance as provided in sec-
tion 204(a) with respect to mortgages insured under section 203.

(e) The provisions of subsections (b), (¢), (d), (e), (D), (g), (h), (),
and (k) of section 204 shall apply to mortgages insured under this
section, except that as applied to those mortgages (1) all references
to the “Fund,” or “Mutual Mortgage Insurance Fund,” shall refer
to the General Insurance Fund, and (2) all references to “section
203” shall refer to this section.

(f) The Secretary is authorized to transfer to this section the
insurance on any mortgage covering a single-family dwelling or a
one-family unit in a condominium project insured under this Act,
if the mortgage indebtedness thereof has been assumed by a serv-
iceman who at the time of assumption is the owner of the property
and either occupies the property as a principal residence or cer-
tifies that his failure to do so is the result of his military assign-
ment, or, in the case of the United States Coast Guard or the
United States National Oceanic and Atmospheric Administration,
other assignment.

(g) Where a serviceman dies while on active duty in the Armed
Forces of the United States or in the United States Coast Guard
or in the United States National Oceanic and Atmospheric Admin-
istration, leaving a surviving widow as owner of the property, the
period of ownership by the serviceman (within the meaning of sub-
section (c) of this section) shall extend for two years beyond the
date of the serviceman’s death or until the date the widow disposes
of the property, whichever date occurs first. The Secretary of De-
fense or the Secretary of Transportation, or the Secretary of Com-
merce, as the case may be, shall notify such widow promptly follow-
ing the serviceman’s death of the additional costs to be borne by
the mortgagor following termination of the two year period.

MISCELLANEOUS HOUSING INSURANCE

SEc. 223. [12 U.S.C. 1715n] (a) Notwithstanding any of the
provisions of this Act and without regard to limitations upon eligi-
bility contained in any section or title of this Act, other than the
limitation in section 203(g), the Secretary is authorized upon appli-
cation by the mortgagee, to insure or make commitments to insure
under any section or title of this Act any mortgage—

(1) executed in connection with the sale by the Govern-
ment, or any agency or official thereof, of any housing acquired
or constructed under Public Law 849, Seventy-sixth Congress,
as amended; Public Law 781, Seventy-sixth Congress, as
amended or Public Laws 9, 73, or 353, Seventy-seventh Con-
gress, as amended (including any property acquired, held, or
constructed in connection with such housing or to serve the in-
habitants thereof); or
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(2) executed in connection with the sale by the Secretary
of Housing and Urban Development, or by any public housing
agency with the approval of the Secretary, of any housing (in-
cluding any property acquired, held, or constructed in connec-
tion with such housing or to serve the inhabitants thereof)
owned or financially assisted pursuant to the provisions of
Public Law 671, Seventy-sixth Congress; or

(3) executed in connection with the sale by the Govern-
ment, or any agency or official thereof, of any of the so-called
Greenbelt towns, or parts thereof, including projects or parts
thereof, known as Greenhills, Ohio; Greenbelt, Maryland; and
Greendale, Wisconsin, developed under the Emergency Relief
Appropriation Act of 1935, or of any of the village properties
or employee’s housing under the jursidiction of the Tennessee
Valley Authority, or of any housing under the jurisdiction of
the Department of the Interior located within the town area of
Coulee Dam, Washington, acquired by the United States for
the construction, operation, and maintenance of Grand Coulee
Dam and its appurtenant works: Provided, That for the pur-
pose of the applicant of this title to sales by the Secretary of
the Interior pursuant to subsection 3(b)(1) and 3(b)(2) of the
Coulee Dam Community Act of 1957, the selling price of the
property involved shall be deemed to be the appraised value,
or of any permanent housing under the jurisidiction of the De-
partment of the Interior constructed under the Boulder Canyon
Project Act of December 21, 1928, as amended and supple-
mented, located within the Boulder City municipal area: Pro-
vided, That for purposes of the application of this title to sales
by the Secretary of the Interior pursuant to subsection 3(b)(1)
and 3(b)(2) of the Boulder City Act of 1958, the selling price
of the property involved shall be deemed to be the appraised
value; or

(4) executed in connection with the sale by the Govern-
ment or any agency or official thereof, of any housing (includ-
ing any property acquired, held, or constructed in connection
therewith or to serve the inhabitants thereof) pursuant to the
Atomic Energy Community Act of 1955, as amended: Provided,
That such insurance shall be issued without regard to any
preferences or priorities except those prescribed by this Act or
the Atomic Energy Community Act of 1955, as amended; or

(5) executed in connection with the sale by a State or mu-
nicipality, or an agency, instrumentality, or political subdivi-
sion of either, of a project consisting of any permanent housing
(including any property acquired, held, or constructed in con-
nection therewith or to serve the inhabitants thereof), con-
structed by or on behalf of such State, municipality, agency, in-
strumentality, or political subdivision, for the occupancy of vet-
erans of World War II, or Korean veterans, their families, and
others; or

(6) executed in connection with the first resale, within two
years from the date of its acquisition from the Government, of
any portion of a project or property of the character described
in paragraphs (1), (2), (3), and (4) above; or
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(7) given to refinance an existing mortgage insured under
this Act: Provided, That the principal amount of any such refi-
nancing mortgage shall not exceed the original principal
amount or the unexpired term of such existing mortgage and
shall bear interest at such rate as may be agreed upon by the
mortgagor and the mortgagee, except that (A) the principal
amount of any such refinancing mortgage may equal the out-
standing balance of an existing mortgage insured pursuant to
section 245, if the amount of the monthly payment due under
the refinancing mortgage is less than that due under the exist-
ing mortgage for the month in which the refinancing mortgage
is executed; (B) a mortgagee may not require a minimum prin-
cipal amount to be outstanding on the loan secured by the ex-
isting mortgage; (C) in any case involving the refinancing of a
loan in which the Secretary determines that the insurance of
a mortgage for an additional term will inure to the benefits of
the applicable insurance fund, taking into consideration the
outstanding insurance liability under the existing insured
mortgage, such refinancing mortgage may have a term not
more than twelve years in excess of the unexpired term of such
existing insured mortgage; and (D) any multifamily mortgage
that is refinanced under this paragraph shall be documented
through amendments to the existing insurance contract and
shall not be structured through the provisions of a new insur-
ance contract: Provided further, That a mortgage of the char-
acter described in paragraphs (1) through (6) of this subsection
shall have a maturity and a principal obligation not in excess
of the maximums prescribed under the applicable section or
title of this Act, except that in no case may the principal obli-
gation of a mortgage referred to in paragraph (5) of this sub-
section exceed 90 per centum of the appraised value of the
mortgage property, and shall bear interest at such rate as may
be agreed upon by the mortgagor and the mortgagee 1; or

(8) executed in connection with the sale by the Govern-
ment of any housing acquired pursuant to section 1013 of the
Demonstration Cities and Metropolitan Development Act of
1966.

(b) Notwithstanding any of the provisions of this title and
without regard to limitations upon eligibility contained in section
221, the Secretary may in his discretion insure under section
221(d)(3) any mortgage executed by a mortgagor of the character
described therein where such mortgage is given to refinance a
mortgage covering an existing property or project (other than a
one- to four-family structure) located in an urban renewal area, if
the Secretary finds that such insurance will facilitate the occu-
pancy of dwelling units in the property or project by families of low
or moderate income or families displaced from an urban renewal
area or displaced as a result of governmental action.

1Section 103(d) of the Multifamily Housing Property Disposition Reform Act of 1994, Pub. L.
103-233, provides as follows:
“(d) STREAMLINED REFINANCING.—As soon as practicable, the Secretary shall implement
a streamlined refinancing program under the authority provided in section 223 of the National
Housing Act to prevent the default of mortgages insured by the FHA which cover multifamily
housing projects, as defined in section 203(b) of the Housing and Community Development
Amendments of 1978.”.
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(c) The Secretary shall also have authority to insure under this
Act any mortgage assigned to the Secretary in connection with pay-
ment under a contract of mortgage insurance or executed in con-
nection with the sale by the Secretary, including a sale through an-
other entity acting under authority of the fourth sentence of section
204(g), of any property acquired under any section or title of this
Act without regard to any limitations or requirements contained in
this Act upon eligibility of the mortgage, upon the payment of in-
surance premiums, or upon the terms and conditions of insurance
settlement and the benefits of the insurance to be included in such
settlement.

(d)(1) Notwithstanding any other provision of this Act, the Sec-
retary is authorized to insure loans made to cover the operating
losses of certain projects that have existing project mortgages in-
sured by the Secretary. Insurance under this subsection shall be in
the Secretary’s discretion and upon such terms and conditions as
the Secretary may prescribe, and shall be provided in accordance
with the provisions of this subsection. For purposes of this sub-
section, the term “operating loss” means the amount by which the
sum of the taxes, interest on the mortgage debt, mortgage insur-
ance premiums, hazard insurance premiums, and the expense of
maintenance and operation of the project covered by the mortgage,
exceeds the income of the project.

(2) To be eligible for insurance pursuant to this paragraph—

(A) the existing project mortgage (i) shall have been in-
sured by the Secretary at any time before or after the date of
enactment of the Housing and Community Development Act of
1987; and (ii) shall cover any property, other than a property
upon which there is located a 1- to 4-family dwelling;

(B) the operating loss shall have occurred during the first
24 months after the date of completion of the project, as deter-
mined by the Secretary; and

(C) the loan shall be in an amount not exceeding the oper-
ating loss.

(8) To be eligible for insurance pursuant to this paragraph—

(A) the existing project mortgage (i) shall have been in-
sured by the Secretary at any time before or after the date of
enactment of the Housing and Community Development Act of
1987; (ii) shall cover any property, other than a property upon
which there is located a 1- to 4-family dwelling; and (iii) shall
not cover a subsidized project, as defined by the Secretary;

(B) the loan shall be in an amount not exceeding 80 per-
cent of the unreimbursed cash contributions made on or after
March 18, 1987, by the project owner for the use of the project,
during any period of consecutive months (not exceeding 24
months) in the first 10 years after the date of completion of the
project, as determined by the Secretary, except that in no
event may the amount of the loan exceed the operating loss
during such period,;

(C) the loan shall be made within 10 years after the end
of the period of consecutive months referred to in the preceding
subparagraph; and
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(D) the project shall meet all applicable underwriting and
other requirements of the Secretary at the time the loan is to
be made.

(4) Any loan insured pursuant to this subsection shall (A) bear
interest at such rate as may be agreed upon by the mortgagor and
mortgagee; (B) be secured in such manner as the Secretary shall
require; (C) be limited to a term not exceeding the unexpired term
of the original mortgage; and (D) be insured under the same sec-
tion as the original mortgage. The Secretary may provide insurance
pursuant to paragraph (2) or (3), or pursuant to both such para-
graphs, in connection with an existing project mortgage, except
that the Secretary may not provide insurance pursuant to both
such paragraphs in connection with the same period of months re-
ferred to in paragraphs (2)(B) and (3)(B). The Secretary is author-
ized to collect a premium charge for insurance of loans pursuant
to this subsection in an amount computed at the same premium
rate as is applicable to the original mortgage. This premium shall
be payable in cash or in debentures of the insurance fund under
which the loan is insured at par plus accrued interest. In the event
of a failure of the borrower to make any payment due under such
loan or under the original mortgage, both the loan and original
mortgage shall be considered in default, and if such default contin-
ues for a period of thirty days, the lender shall be entitled to insur-
ance benefits, computed in the same manner as for the original
mortgage, except that in determining the interest rate under sec-
tion 224 for the debentures representing the portion of the claim
applicable to the loan, the date of the commitment to insure the
loan and the insurance date of the loan shall be taken into consid-
eration rather than the commitment or insurance date for the origi-
nal mortgage.

(5) A loan involving a project covered by a mortgage insured
under section 213 that is the obligation of the Cooperative Manage-
ment Housing Insurance Fund shall be the obligation of such fund,
and loans involving projects covered by a mortgage insured under
section 236 or under any section of this title pursuant to subsection
(e) of this section shall be the obligation of the Special Risk Insur-
ance Fund.

(6) In determining the amount of an operating loss loan to be
insured pursuant to this subsection, the Secretary shall not reduce
such amount solely to reflect any amounts placed in escrow (at the
time the existing project mortgage was insured) for initial operat-
ing deficits. If an operating loss loan was insured by the Secretary
pursuant to this subsection before the date of the enactment of the
Housing and Community Development Act of 19921 and was re-
duced solely to reflect the amount placed in escrow for initial oper-
ating deficits, the Secretary shall insure, to the extent of the avail-
ability of insurance authority provided in appropriation Acts, an in-
crease in the existing loan or a separate loan, in an amount equal
to the lesser of (A) the maximum amount permitted under this sub-
section and the applicable underwriting requirements established

1Qctober 28, 1992.
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by the Secretary and in effect at the time the loan is to be made,
or (B) the amount of the escrow for initial operating deficits.

(e) Notwithstanding any of the provisions of this Act except
section 212, and without regard to limitations upon eligibility con-
tained in any section of this title or title XI, other than the limita-
tion in section 203(g), the Secretary is authorized, upon application
by the mortgagee, to insure under any section of this title or title
XI a mortgage executed in connection with the repair, rehabilita-
tion, construction, or purchase of property located in an older, de-
clining urban area in which the conditions are such that one or
more of the eligibility requirements applicable to the section or title
under which insurance is sought could not be met, if the Secretary
finds that (1) the area is reasonably viable, giving consideration to
the need for providing adequate housing or group practice facilities
for families of low and moderate income in such area, and (2) the
property is an acceptable risk in view of such consideration. The in-
surance of a mortgage pursuant to this subsection shall be the obli-
gation of the Special Risk Insurance Fund.

(f)(1) Notwithstanding any of the provisions of this Act, the
Secretary is authorized, in his discretion, to insure under any sec-
tion of this title a mortgage executed in connection with the pur-
chase or refinancing of an existing multifamily housing project or
the refinancing of existing debt of an existing hospital (or existing
nursing home, existing assisted living facility, existing intermedi-
ate care facility, existing board and care home, or any combination
thereof).

(2) In the case of the purchase or refinancing under this sub-
section of a multifamily housing project located in an older, declin-
ing urban area, the Secretary shall make available an amount not
to exceed $30,000,000 of available purchase authority pursuant to
section 305 of this Act to reduce interest rates on low- and mod-
erate-income rental housing in projects having 100 units or less
which otherwise could not support refinancing and moderate reha-
bilitation without causing excessive rent burdens on current ten-
ants due to rent increases. The Secretary shall prescribe such
terms and conditions as he deems necessary to assure that—

(A) the refinancing is used to lower the monthly debt serv-
ice only to the extent necessary to assure the continued eco-
nomic viability of the project, taking into account any rent re-
ductions to be implemented by the mortgagor; and

(B) during the mortgage term no rental increases shall be
made except those which are necessary to offset actual and
reasonable operating expense increases or other necessary ex-
pense increases and maintain reasonable profit levels approved
by the Secretary.

(3) For all insurance authorized by this subsection and pro-
vided pursuant to a commitment entered into after the date of en-
actment of the Housing and Community Development Act of 1980,1
the Secretary may not accept an offer to prepay or request refi-
nancing of a mortgage secured by rental housing unless the Sec-
retary takes appropriate action that will obligate the borrower (and
successors in interest thereof) to utilize the property as a rental

1 Qctober 8, 1980.
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property for a period of five years from the date on which the in-
surance was provided (twenty years in the case of any such mort-
g}?ge purchased under section 305) unless the Secretary finds
that—

(A) the conversion of the property to a cooperative, or con-
dominium form of ownership is sponsored by a bona fide ten-
ants’ organization representing a majority of the households in
the project;

(B) continuance of the property as rental housing is clearly
unnecessary to assure adequate rental housing opportunities
for low- and moderate-income people in the community; or

(C) continuance of the property as rental housing would
have an undesirable and deleterious effect on the surrounding
neighborhood.

(4) In the case of refinancing of an existing hospital (or existing
nursing home, existing assisted living facility, existing intermedi-
ate care facility, existing board and care home, or any combination
thereof) the Secretary shall prescribe such terms and conditions as
the Secretary deems necessary to assure that—

(A) the refinancing is employed to lower the monthly debt
service costs (taking into account any fees or charges connected
with such refinancing) of such existing hospital (or existing
nursing home, existing assisted living facility, existing inter-
mediate care facility, existing board and care home, or any
combination thereof);

(B) the proceeds of any refinancing will be employed only
to retire the existing indebtedness and pay the necessary cost
of refinancing on such existing hospital (or existing nursing
home, existing assisted living facility, existing intermediate
care facility, existing board and care home, or any combination
thereof);

(C) such existing hospital (or existing nursing home, exist-
ing assisted living facility, existing intermediate care facility,
existing board and care home, or any combination thereof) is
economically viable; and

(D) the applicable requirements for certificates, studies,
and statements of section 232 (for the existing nursing home,
existing assisted living facility, intermediate care facility,
board and care home, or any combination thereof, proposed to
be refinanced) or of section 242 (for the existing hospital pro-
posed to be refinanced) have been met.

(5) In the case of any purchase or refinancing under this sub-
section involving property to be rehabilitated or developed under
section 17 of the United States Housing Act of 1937, the Secretary
may—

(A) include rehabilitation or development costs of not to ex-
ceed $20,000 per unit, except that the Secretary may increase
such amount by not to exceed 25 per centum for specific prop-
erties where cost levels so require;

(B) permit subordinated liens securing up to the full
amount of mortgage financing provided by State or local gov-
ernments or agencies thereof; and

(C) pay such benefits in cash unless the mortgagee sub-
mits a written request for debenture payment.
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(g) Notwithstanding any other provisions of this Act, the Sec-
retary may, in his discretion, insure a mortgage covering a multi-
family housing project including units which are not self-contained.

DEBENTURE INTEREST RATE

SEC. 224. [12 U.S.C. 17150] Notwithstanding any other provi-
sions of this Act, debentures issued under any section of this Act
with respect to a loan or mortgage accepted for insurance on or
after thirty days following the effective date of the Housing Act of
1954 (except debentures issued pursuant to paragraph (4) of sec-
tion 221(g) shall bear interest at the rate in effect on the date the
commitment to insure the loan or mortgage was issued, or the date
the loan or mortgage was endorsed for insurance, or (when there
are two or more insurance endorsements) the date the loan or
mortgage was initially endorsed for insurance, whichever rate is
the highest, except that debentures issued pursuant to section
220(f), section 220(h)(7), section 221(g), section 233, or section 238
may, at the discretion of the Secretary, bear interest at the rate in
effect on the date they are issued.

The Secretary shall from time to time, with the approval of the
Secretary of the Treasury, establish such interest rate in an
amount not in excess of the annual rate of interest determined by
the Secretary of the Treasury, at the request of the Secretary, by
estimating the average yield to maturity, on the basis of daily clos-
ing market bid quotations or prices during the calendar month next
preceding the establishment of such rate of interest, on all out-
standing marketable obligations of the United States having a ma-
turity date of fifteen years or more from the first day of such next
preceding month, and by adjusting such estimated average annual
yield to the nearest one-eight of 1 per centum.

OPEN-END MORTGAGES

Sec. 225. [12 U.S.C. 1715p] Notwithstanding any other provi-
sions of this Act, in connection with any mortgage insured pursu-
ant to any section of this Act which covers a property upon which
there is located a dwelling designed principally for residential use
for not more than four families in the aggregate, the Secretary is
authorized upon such terms and conditions as he may prescribe, to
insure under said section the amount of any advance for the im-
provement or repair of such property made to the mortgagor pursu-
ant to an “open-end” provision in the mortgage, and to add the
amount of such advance to the original principal obligation in de-
termining the value of the mortgage for the purpose of computing
the amounts of debentures and certificate of claim to which the
mortgagee may be entitled: Provided, That the Secretary may re-
quire the payment of such charges, including charges in lieu of in-
surance premiums, as he may consider appropriate for the insur-
ance of such “open-end” advances: Provided further, That only ad-
vances for such improvements or repairs as substantially protect or
improve the basic livability or utility of the property involved shall
be eligible for insurance under this section: Provided further, That
no such advance shall be insured under this section if the amount
thereof plus the amount of the unpaid balance of the original prin-
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cipal obligation of the mortgage would exceed the amount of such
original principal obligation unless the mortgagor certifies that the
proceeds of such advance will be used to finance the construction
of additional rooms or other enclosed space as a part of the dwell-
ing: And provided further, That the insurance of “open-end” ad-
vances shall not be taken into account in determining the aggre-
gate amount of principal obligations of mortgages which may be in-
sured under this Act.

APPRAISAL AVAILABLE TO HOME BUYERS

SeEc. 226. [12 U.S.C. 1715q]1 The Secretary is hereby author-
ized and directed to require that, in connection with any property
upon which there is located a dwelling designed principally for a
single-family residence or a two-family residence and which is ap-
proved for mortgage insurance under section 203, 213 with respect
to any property or project of a corporation or trust of the character
described in paragraph numbered (2) of subsection (a) thereof, 220,
231, 232, 233, 234, 235(i), 237, or 903, of this Act, the seller or
builder or such other person as may be designated by the Secretary
shall agree to deliver, prior to the sale of the property, to the per-
son purchasing such dwelling for his own occupancy, a written
statement setting forth the amount of the appraised value of the
property as determined by the Secretary. This section shall not
apply in any case where the mortgage involved was insured or the
commitment for such insurance was issued prior to the effective
date of the Housing Act of 1954. Notwithstanding the first sentence
of this section, the Secretary is authorized to require, in connection
with any mortgage where the mortgage amount is computed on the
basis of the Secretary’s estimate of the replacement cost of the
property, or on the basis of any other estimates of the Secretary,
that a written statement setting forth such estimate or estimates,
as the cases may be, be furnished under this section in lieu of a
written statement setting forth the amount of the appraised value
of the property.

BUILDER’S COST CERTIFICATION

SeEc. 227. [12 U.S.C. 1715r] Notwithstanding any other provi-
sion of this Act, no mortgage covering new or rehabilitated multi-
family housing or a property or project described in title XI shall
be insured under this Act unless the mortgagor has agreed (a) to
certify, upon completion of the physical improvements on the mort-
gaged property or project and prior to final endorsement of the
mortgage, either (i) that the approved percentage of actual cost (as
those terms are herein defined) equaled or exceeded the proceeds
of the mortgage loan or (ii) the amount by which the proceeds of
the mortgage loan exceeded such approved percentage of actual
cost, as the case may be, and (b) to pay forthwith to the mortgagee,
for application to the reduction of the principal obligation of such
mortgage, the amount, if any, certified to be in excess of such ap-
proved percentage of actual cost. Upon the Secretary’s approval of
the mortgagor’s certification as required hereunder, such certifi-
cation shall be final and incontestable, except for fraud or material
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misrepresentation on the part of the mortgagor. As used in this
section—

(a) The term “new or rehabilitated multifamily housing” means
a project or property approved for mortgage insurance prior to the
construction or the repair and rehabilitation involved and covered
by a mortgage insured or to be insured (i) under section 207, (ii)
under section 213 with respect to any property or project of a cor-
poration or trust of the character described in paragraph numbered
(1) of subsection (a) thereof or with respect to any property or
project of a mortgagor of the character described in paragraph (3)
of subsection (a) thereof, (iii) under section 220 if the mortgage
meets the requirements of paragraph (3)(B) of subsection (d) there-
of, (iv) under section 221 if the mortgage meets the requirements
of paragraph (3) or paragraph (4) of subsection (d) thereof, (v)
under section 231, (vi) under section 233 if the mortgage meets the
requirements of subsection (b), (vii) under section 810 if the mort-
gage meets the requirements of subsection (f), (viii) under section
234(d), or (ix) under section 236;

(b) The term “approved percentage” means the percentage fig-
ure which, under applicable provisions of this Act, the Secretary is
authorized to apply to his estimate of value, cost, or replacement
cost, as the case may be, of the property or project in determining
the maximum insurable mortgage amount; except that if the mort-
gage is to assist the financing of repair or rehabilitation and no
part of the proceeds will be used to finance the purchase of the
land or structure involved, the approval percentage shall be 100
per centum; and

(c) The term “actual cost” has the following meaning: (i) in case
the mortgage is to assist the financing of new construction, the
term means the actual cost to the mortgagor of such construction,
including amounts paid for labor, materials, construction contracts,
off-site public utilities, streets, organizational and legal expenses,
such allocations of general overhead items as are acceptable to the
Secretary, and other items of expense approved by the Secretary,
plus (1) a reasonable allowance for builder’s profit if the mortgagor
is also the builder as defined by the Secretary, and (2) an amount
equal to the Secretary’s estimate of the fair market value of any
land (prior to the construction of the improvements built as a part
of the project) in the property or project owned by the mortgagor
in fee (or, in case the land in the property or project is held by the
mortgagor under a leasehold or other interest less than a fee, such
amount as the mortgagor paid for the acquisition of such leasehold
or other interest but in no event in excess of the fair market value
of such leasehold or other interest exclusive of the proposed im-
provements), but excluding the amount of any kickbacks, rebates,
or trade discounts received in connection with the construction of
the improvements, or (ii) in case the mortgage is to assist the fi-
nancing of repair or rehabilitation, the term means the actual cost
to the mortgagor of such repair or rehabilitation, including the
amounts paid for labor, materials, construction contracts, off-site
public utilities, streets, organization and legal expenses, such allo-
cations of general overhead items as are acceptable to the Sec-
retary, and other items of expense approved by the Secretary, plus
(1) a reasonable allowance for builder’s profit if the mortgagor is
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also the builder as defined by the Secretary, and (2) an additional
amount equal to (A) in case the land and improvements are to be
acquired by the mortgagor and the purchase price thereof is to be
financed with part of the proceeds of the mortgage, the purchase
price of such land and improvements prior to such repair or reha-
bilitation, or (B) in case the land and improvements are owned by
the mortgagor subject to an outstanding indebtedness to be refi-
nanced with part of the proceeds of the mortgage, the amount of
such outstanding indebtedness secured by such land and improve-
ments, but excluding (for the purpose of this clause (ii)) the amount
of any kickbacks, rebates, or trade discounts received in connection
with the construction of the improvements: Provided, That such ad-
ditional amount under (A) of this clause (ii) shall in no event ex-
ceed the Secretary’s estimate of the fair market value of such land
and improvements prior to such repair or rehabilitation, and such
additional amount under (B) of this clause (ii) shall in no event ex-
ceed the approved percentage of the Secretary’s estimate of the fair
market value of such land and improvements prior to such repair
or rehabilitation. In the case of a mortgage insured under section
220, section 221(d)(3), section 221(d)(4), section 231, section 233, or
section 236 where the mortgagor is also the builder as defined by
the Secretary, there shall be included in the actual cost, in lieu of
the allowance for builder’s profit under clause (i) or (ii) of the pre-
ceding sentence, an allowance for builder’s and sponsor’s profit and
risk of 10 per centum (unless the Secretary, after finding that such
allowance is unreasonable, shall by regulation prescribe a lesser
percentage) of all other items entering into the term “actual cost”
except land or amounts paid for a leasehold and amounts included
under either (A) or (B) of clause (ii) of the preceding sentence. In
the case of a mortgage insured under section 220, section 221(d)(3),
section 221(d)(4), section 231, or section 233, or section 236, where
the mortgagor is not also the builder as defined by the Secretary,
there shall be included in the actual cost an allowance for sponsor’s
profit and risk of the said 10 per centum or lesser percentage of
all other items entering into the term “actual cost” except land or
amounts paid for a leasehold, amounts included under either (A) or
(B) of the said clause (ii), and amounts paid by the mortgagor
under a general construction contract.

[ CLASSIFICATION OF FHA EMPLOYEES]
[SEC. 228. [Repealed.]]

VOLUNTARY TERMINATION OF INSURANCE

SEc. 229. [12 U.S.C. 1715t] Notwithstanding any other provi-
sion of this Act and with respect to any loan or mortgage heretofore
or hereafter insured under this Act, except under section 2 and ex-
cept as specified under section 250 of this Act and subtitle B of the
Emergency Low Income Housing Preservation Act of 1987,,1 the
Secretary is authorized to terminate any insurance contract upon
request by the borrower or mortgagor and the financial institution
or mortgagee and upon payment of such termination charge as the

1S0 in law.
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Secretary determines to be equitable, taking into consideration the
necessity of protecting the various insurance Funds. Upon such ter-
mination, borrowers and mortgagors and financial institutions and
mortgagees shall be entitled to the rights, if any, to which they
would be entitled under this Act if the insurance contract were ter-
minated by payment in full of the insured loan or mortgage.

AUTHORITY TO ASSIST MORTGAGORS IN DEFAULT

SEc. 230.1 [12 U.S.C. 1715ul

(a)2 Upon default of any mortgage insured under this title,
mortgagees shall engage in loss mitigation actions for the purpose
of providing an alternative to foreclosure (including but not limited
to actions such as special forbearance, loss modification, and deeds
in lieu of foreclosure, but not including assignment of mortgages to
the Secretary under section 204(a)(1)(A)) as provided in regulations
by the Secretary.

(b) PAYMENT OF PARTIAL CLAIM.—The Secretary may establish
a program for payment of a partial claim to a mortgagee that
agrees to apply the claim amount to payment of a mortgage on a
1- to 4-family residence that is in default. Any such payment under
such program to the mortgagee shall be made in the sole discretion
of the Secretary and on terms and conditions acceptable to the Sec-
retary, except that—
(1) the amount of the payment shall be in an amount de-
termined by the Secretary, not to exceed an amount equivalent
to 12 of the monthly mortgage payments and any costs related
to the default that are approved by the Secretary; and
(2) the mortgagor shall agree to repay the amount of the
insurance claim to the Secretary upon terms and conditions ac-
ceptable to the Secretary.
The Secretary may pay the mortgagee, from the appropriate insur-
ance fund, in connection with any activities that the mortgagee is
required to undertake concerning repayment by the mortgagor of
the amount owed to the Secretary.

(c) ASSIGNMENT.—

(1) PROGRAM AUTHORITY.—The Secretary may establish a
program for assignment to the Secretary, upon request of the
mortgagee, of a mortgage on a 1- to 4-family residence insured
under this Act.

(2) PROGRAM REQUIREMENTS.—The Secretary may accept
assignment of a mortgage under a program under this sub-
section only if—

(A) the mortgage was in default;
(B) the mortgagee has modified the mortgage to cure
the default and provide for mortgage payments within the

1Section 407(b) of The Balanced Budget Downpayment Act, I, Pub. L. 104-99, approved Janu-
i‘iry 26, 1996, amended this section to read as shown. Section 407(c) of such Act provides as fol-
ows:

“(c) APPLICABILITY OF AMENDMENTS.—Except as provided in subsection (e), the amendments
made by subsections (a) and (b) shall apply with respect to mortgages insured under the Na-
tional Housing Act that are executed before, on, or after October 1, 1997.”.

Subsection (e) of section 407 of such Act provided that the amendment made by subsection
(a) would not take place under certain circumstances, which did not occur.)

2Indented so in law.
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reasonable ability of the mortgagor to pay, at interest
rates not exceeding current market interest rates; and

(C) the Secretary arranges for servicing of the as-
signed mortgage by a mortgagee (which may include the
assigning mortgagee) through procedures that the Sec-
retary has determined to be in the best interests of the ap-
propriate insurance fund.

(3) PAYMENT OF INSURANCE BENEFITS.—Upon accepting as-
signment of a mortgage under a program established under
this subsection, the Secretary may pay insurance benefits to
the mortgagee from the appropriate insurance fund, in an
amount that the Secretary determines to be appropriate, not to
exceed the amount necessary to compensate the mortgagee for
the assignment and any losses and expenses resulting from the
mortgage modification.

(d) PROHIBITION OF JUDICIAL REVIEW.—No decision by the Sec-
retary to exercise or forego exercising any authority under this sec-
tion shall be subject to judicial review.

[(e) [Repealed.]]

(f) APPLICABILITY OF OTHER LAWS.—No provision of this Act, or
any other law, shall be construed to require the Secretary to pro-
vide an alternative to foreclosure for mortgagees with mortgages on
1- to 4-family residences insured by the Secretary under this Act,
or to accept assignments of such mortgages.

HOUSING FOR ELDERLY PERSONS

SEc. 231. [12 U.S.C. 1715v] (a) The purpose of this section is
to assist in relieving the shortage of housing for elderly persons
and to increase the supply of rental housing for elderly persons.

For the purposes of this section—

(1) the term “housing” means eight or more new or reha-
bilitated living units, not less than 50 per centum of which are
specially designed for the use and occupancy of elderly persons;

(2) the term “elderly person” means any person, married
or single, who is sixty-two years of age or over; and

(3) the terms “mortgage,” “mortgagee,” “mortgagor,” and
“maturity date” shall have the meanings respectively set forth
in section 207 of this Act.

(b) The Secretary is authorized to insure any mortgage (includ-
ing advances on mortgages during construction) in accordance with
the provisions of this section upon such terms and conditions as he
may prescribe and to make commitments for insurance of such
mortgages prior to the date of their execution or disbursement
thereon.

(c) To be eligible for insurance under this section, a mortgage
to provide housing for elderly persons shall—

[(1) [Repealed.]]

(2) not to exceed, for such part of the property or project
as may be attributable to dwelling use (excluding exterior land
improvement as defined by the Secretary), $28,782 per family
unit without a bedroom, $32,176 per family unit with one bed-
room, $38,423 per family unit with two bedrooms, $46,238 per
family unit with three bedrooms, and $54,360 per family unit
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with four or more bedrooms; except that as to projects to con-
sist of elevator-type structures the Secretary may, in his dis-
cretion, increase the dollar amount limitations per family unit
to not to exceed $32,701 per family unit without a bedroom,
$37,487 per family unit with one bedroom, $45,583 per family
unit with two bedrooms, $58,968 per family unit with three
bedrooms, and $64,730 per family unit with four or more bed-
rooms, as the case may be, to compensate for the higher costs
incident to the construction of elevator-type structures of sound
standards of construction and design; and except that the Sec-
retary may, by regulation, increase any of the foregoing dollar
amount limitations contained in this paragraph by not to ex-
ceed 110 percent in any geographical area where the Secretary
finds that cost levels so require and by not to exceed 140 per-
cent where the Secretary determines it necessary on a project-
by-project basis, but in no case may any such increase exceed
90 percent where the Secretary determines that a mortgage
purchased or to be purchased by the Government National
Mortgage Association in implementing its special assistance
functions under section 305 of this Act (as such section existed
immediately before November 30, 1983) is involved: Provided,
That the Secretary may further increase the dollar amount
limitations which would otherwise apply for the purpose of this
section by not to exceed 20 per centum if such increase is nec-
essary to account for the increased cost of the project due to
the installation therein of a solar energy system (as defined in
subparagraph (3) of the last paragraph of section 2(a) of this
Act) or residential energy conservation measures (as defined in
section 210(11) (A) through (G) and (I) of Public Law 95-619)
in cases where the Secretary determines that such measures
are in addition to those required under the minimum property
standards and will be cost-effective over the life of the meas-
ure;
(3) if executed by a mortgagor which is a public instrumen-
tality or a private nonprofit corporation or association or other
acceptable private nonprofit organization regulated or super-
vised under Federal or State laws or by political subdivisions
of States, or agencies, thereof, or by the Secretary under a reg-
ulatory agreement or otherwise, as to rents, charges, and
methods of operation, in such form and in such manner as, in
the opinion of the Secretary, will effectuate the purpose of this
section, involve a principal obligation not in excess of the
amount which the Secretary estimates will be the replacement
cost of the property or project when the proposed improve-
ments are completed (the replacement cost may include the
land, the proposed physical improvements, utilities within the
boundaries of the land, architect’s fees, taxes, interest during
construction, and other miscellaneous charges incident to con-
struction and approved by the Secretary): Provided, That in
the case of properties other than new construction, the prin-
cipal obligation shall not exceed the appraised value rather
than the Secretary’s estimate of the replacement cost;

(4) if executed by a mortgagor which is approved by the
Secretary but is not a public instrumentality or a private non-
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profit organization, involve a principal obligation not in excess

(in the case of a property or project approved for mortgage in-

surance prior to the beginning of construction) of 90 per cen-

tum of the amount which the Secretary estimates will be the
replacement cost of the property or project when the proposed
improvements are completed (the replacement costs may in-
clude the land, the proposed physical improvements, utilities
within the boundaries of the land, architect’s fees, taxes, inter-
est during construction, and other miscellaneous changes inci-
dent to construction and approved by the Secretary, and shall
include an allowance for builder’s and sponsor’s profit and risk
of 10 per centum of all of the foregoing items except the land
unless the Secretary, after certification that such allowance is
unreasonable, shall by regulation prescribe a lesser percent-
age): Provided, That in the case of properties other than new
construction the principal obligation shall not exceed 90 per
centum of the Secretary’s estimate of the value of the property
or project: And provided further, That the Secretary may in his
discretion require such mortgagor to be regulated or restricted
as to rents or sales, charges, capital structure, rate of return,
and methods of operation, and for such purpose the Secretary
may make contracts with and acquire for not to exceed $100
such stock or interest in any such mortgagor as the Secretary
may deem necessary to render effective such restrictions or
regulations; such stock or interest shall be paid for out of the

General Insurance Fund and shall be redeemed by the mortga-

gor at par upon the termination of all obligations of the Sec-

retary under the insurance;

(5) provide for a complete amortization by periodic pay-
ments (unless otherwise approved by the Secretary)!l within
such terms as the Secretary shall prescribe;

(6) bear interest at such rate as may be agreed upon by
the morgagor and the mortgagee; and

(7) cover a property or project which is approved for mort-
gage insurance prior to the beginning of construction or reha-
bilitation, with 50 per centum or more of the units therein spe-
cially designed for the use and occupancy of elderly persons in
accordance with standards established by the Secretary and
which may include such commercial and special facilities as
the Secretary deems adequate to serve the occupants.

(d) The Secretary may consent to the release of a part or parts
of the mortgaged property or project from the lien of any mortgage
insured under this section upon such terms and conditions as he
may prescribe, and shall prescribe such procedures as in his judg-
ment are necessary to secure to elderly persons a preference or pri-
ority of opportunity to rent the dwelling included in such property
or project.

1Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98-181, approved
November 30, 1983, added this parenthetical in sections 207(c)(3), 220(d)(4), 221(d)(6), and
231(c)(5) of the National Housing Act. Subsection (f) of such section further provides as follows:

“(f) The aggregate number of dwelling units included in properties covered by mortgages in-
sured pursuant to the authority granted in the amendments made by this section in any fiscal
year may not exceed 10,000.”.
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(e) The provisions of subsections (d), (e), (g), (h), (1), (), k), (D),
and (n) of section 207 shall apply to mortgages insured under this
section and all references therein to section 207 shall refer to this
section.

(f) Notwithstanding any of the provisions of this section, the
housing provided under this section may include family units
which are specially designed for the use and occupancy of any per-
son or family qualifying as a handicapped family as defined in sec-
tion 202 of the Housing Act of 1959, and such special facilities as
the Secretary deems adequate to serve handicapped families (as so
defined). The Secretary may also prescribe procedures to secure to
such families preference or priority of opportunity to rent the living
units specially designed for their use and occupancy.

MORTGAGE INSURANCE FOR NURSING HOMES, INTERMEDIATE CARE
FACILITIES, AND BOARD AND CARE HOMES

Sec. 232. [12 U.S.C. 1715w] (a) The purpose of this section is
to assist in the provision of facilities for any of the following pur-
poses or for a combination of such purposes:

(1) The development of nursing homes for the care and
treatment of convalescents and other persons who are not
acutely ill and do not need hospital care but who require
skilled nursing care and related medical services, including ad-
ditional facilities for the nonresident care of elderly individuals
and others who are able to live independently but who require
care during the day.

(2) The development of intermediate care facilities and
board and care homes for the care of persons who, while not
in need of nursing home care and treatment, nevertheless are
unable to live fully independently and who are in need of mini-
mum but continuous care provided by licensed or trained per-
sonnel, including additional facilities for the nonresident care
of elderly individuals and others who are able to live independ-
ently but who require care during the day.

(3) The development of assisted living facilities for the care
of frail elderly persons.

(b) For the purposes of this section—

(1) the term “nursing home” means a public facility, pro-
prietary facility, or facility of a private nonprofit corporation or
association, licensed or regulated by the State (or, if there is
no State law providing for such licensing and regulation by the
State, by the municipality or other political subdivision in
which the facility is located), for the accommodation of con-
valescents or other persons who are not acutely ill and not in
need of hospital care but who require skilled nursing care and
related medical services, in which such nursing care and medi-
cal services are prescribed by, or are performed under the gen-
eral direction of, persons licensed to provide such care or serv-
ices in accordance with the laws of the State where the facility
is located;

(2) the term “intermediate care facility” means a propri-
etary facility or facility of a private nonprofit corporation or as-
sociation licensed or regulated by the State (or, if there is no
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State law providing for such licensing and regulation by the
State, by the municipality or other political subdivision in
which the facility is located) for the accommodation of persons
who, because of incapacitating infirmities, require minimum
but continuous care but are not in need of continuous medical
or nursing services;

(3) the term “a nursing home” or “intermediate care facil-
ity” may include such additional facilities as may be authorized
by the Secretary for the nonresident care of elderly individuals
and others who are able to live independently but who require
care during the day;

(4) the term “mortgage” means a first mortgage on real es-
tate in fee simple, or on the interest of either the lessor or les-
see thereof (A) under a lease, for not less than ninety-nine
years which is renewable, or (B) under a lease having a period
of not less than 10 years to run beyond the maturity date of
the mortgage. The term “first mortgage” means such classes of
first liens as are commonly given to secure advances (including
but not limited to advances during construction) on, or the un-
paid purchase price of, real estate under the laws of the State
in which the real estate is located together with the credit in-
strument or instruments, if any, secured thereby, and any
mortgage may be in the form of one or more trust mortgages
or mortgage indentures or deeds of trust, securing notes,
bonds, or other credit instruments, and, by the same instru-
ment or by a separate instrument, may create a security inter-
est in initial equipment, whether or not attached to the realty.
The term “mortgagor” shall have the meaning set forth in sec-
tion 207(a) of this Act;

(5) the term “board and care home” means any residential
facility providing room, board, and continuous protective over-
sight that is regulated by a State pursuant to the provisions
of section 1616(e) of the Social Security Act, so long as the
home is located in a State that, at the time of an application
is made for insurance under this section, has demonstrated to
the Secretary that it is in compliance with the provisions of
such section 1616(e);

(6) the term “assisted living facility” means a public facil-
ity, proprietary facility, or facility of a private nonprofit cor-
poration that—

(A) is licensed and regulated by the State (or if there
is no State law providing for such licensing and regulation
by the State, by the municipality or other political subdivi-
sion in which the facility is located);

(B) makes available to residents supportive services to
assist the residents in carrying out activities of daily liv-
ing, such as bathing, dressing, eating, getting in and out
of bed or chairs, walking, going outdoors, using the toilet,
laundry, home management, preparing meals, shopping for
personal items, obtaining and taking medication, manag-
ing money, using the telephone, or performing light or
heavy housework, and which may make available to resi-
dents home health care services, such as nursing and ther-
apy; and
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(C) provides separate dwelling units for residents,
each of which may contain a full kitchen and bathroom,
and which includes common rooms and other facilities ap-
propriate for the provision of supportive services to the
residents of the facility; and
(7) the term “frail elderly person” has the meaning given

the term in section 802(k) of the Cranston-Gonzalez National

Affordable Housing Act.

(c) The Secretary is authorized to insure any mortgage (includ-
ing advances on such mortgages during construction) in accordance
with the provisions of this section upon such terms and conditions
as he may prescribe and to make commitments for insurance of
such mortgage prior to the date of its execution or disbursement
thereon.

(d) In order to carry out the purpose of this section, the Sec-
retary is authorized to insure any mortgage which covers a new or
rehabilitated nursing home, assisted living facility, or intermediate
care facility, including a new addition to an existing nursing home,
assisted living facility, or intermediate care facility and regardless
of whether the existing home or facility is being rehabilitated, or
any combination of nursing home, assisted living facility, and inter-
mediate care facility or a board and care home including equipment
to be used in its operation, subject to the following conditions:

(1) The mortgage shall be executed by a mortgagor ap-
proved by the Secretary. The Secretary may in his discretion
require any such mortgagor to be regulated or restricted as to
charges and methods of financing, and, in addition thereto, if
the mortgagor is a corporate entity, as to capital structure and
rate of return. As an aid to the regulation or restriction of any
mortgagor with respect to any of the foregoing matters, the
Secretary may make such contracts with and acquire for not
to exceed $100 such stock or interest in such mortgagor as he
may deem necessary. Any stock or interest so purchased shall
be paid for out of the General Insurance Fund, and shall be re-
deemed by the mortgagor at par upon the termination of all ob-
ligations of the Secretary under the insurance.

(2) The mortgage shall involve a principal obligation in an
amount not to exceed 90 per centum of the estimated value of
the property or project, or 95 percent of the estimated value of
the property or project in the case of a mortgagor that is a pri-
vate nonprofit corporation or association (under the meaning
given such term for purposes of section 221(d)(3) of this Act),
including—

(A) equipment to be used in the operation of the home
or facility or combined home and facility when the pro-
posed improvements are completed and the equipment is
installed; or

(B) a solar energy system (as defined in subparagraph
(3) of the last paragraph of section 2(a) of this Act) or resi-
dential energy conservation measures (as defined in sec-
tion 210(11) (A) through (G) and (I) of Public Law 95-619)
in cases where the Secretary determines that such meas-
ures are in addition to those required under the minimum
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property standards and will be cost-effective over the life

of the measure.

(3) The mortgage shall—

(A) provide for complete amortization by periodic pay-
meéqts within such terms as the Secretary shall prescribe;
an

(B) bear interest at such rate as may be agreed upon
by the mortgagor and the mortgagee. The Secretary shall
not promulgate regulations or establish terms or condi-
tions that interfere with the ability of the mortgagor and
mortgagee to determine the interest rate; and !

(4)(A) With respect to nursing homes and intermediate
care facilities and combined nursing home and intermediate
care facilities, the Secretary shall not insure any mortgage
under this section unless he has received, from the State agen-
cy designated in accordance with section 604(a)(1) or section
1521 of the Public Health Service Act for the State in which
is located the nursing home or intermediate care facility or
combined nursing home and intermediate care facility covered
by the mortgage, a certification that (i) there is a need for such
home or facility or combined home and facility, and (ii) there
are in force in such State or in the municipality or other politi-
cal subdivision of the State in which the proposed home or fa-
cility or combined home and facility is to be located reasonable
minimum standards of licensure and methods of operation gov-
erning it. No such mortgage shall be insured under this section
unless the Secretary has received such assurance as he may
deem satisfactory from the State agency that such standards
will be applied and enforced with respect to any home or facil-
ity or combined home and facility located in the State for
which mortgage insurance is provided under this section. If no
such State agency exists, or if the State agency exists but is
not empowered to provide a certification that there is a need
for the home or facility or combined home and facility as re-
quired in clause (i) of the first sentence, the Secretary shall not
insure any mortgage under this section unless (i) the State in
which the home or facility or combined home and facility is lo-
cated has conducted or commissioned and paid for the prepara-
tion of an independent study of market need and feasibility
that (I) is prepared in accordance with the principles estab-
lished by the American Institute of Certified Public Account-
ants; (II) assesses, on a marketwide basis, the impact of the
proposed home or facility or combined home and facility on,
and its relationship to, other health care facilities and services,
the percentage of excess beds, demographic projections, alter-
native health care delivery systems, and the reimbursement
structure of the home, facility, or combined home and facility;
(ITI) is addressed to and is acceptable to the Secretary in form
and substance; and (IV) in the event the State does not pre-
pare the study, is prepared by a financial consultant who is se-
lected by the State or the applicant for mortgage insurance and
is approved by the Secretary; and (ii) the State complies with

1S0 in law.
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the other provisions of this subparagraph that would otherwise

be required to be met by a State agency designated in accord-

ance with section 604(a)(1) or section 1521 of the Public Health

Service Act. The proposed mortgagor may reimburse the State

for the cost of the independent feasibility study required in the

preceding sentence. In the case of a small intermediate care fa-
cility for the mentally retarded or developmentally disabled, or

a board and care home housing less than 10 individuals, the

State program agency or agencies responsible for licensing, cer-

tifying, financing, or monitoring the facility or home may, in

lieu of the requirements of clause (i) of the third sentence, pro-
vide the Secretary with written support identifying the need
for the facility or home.

(B) With respect to board and care homes, the Secretary
shall not insure any mortgage under this section unless he has
received from the appropriate State licensing agency a state-
ment verifying that the State in which the home is or is to be
located is in compliance with the provisions of section 1616(e)
of the Social Security Act.

(C) With respect to assisted living facilities or any such fa-
cility combined with any other home or facility, the Secretary
shall not insure any mortgage under this section unless—

(i) the Secretary determines that the level of financing
acquired by the mortgagor and any other resources avail-
able for the facility will be sufficient to ensure that the fa-
cility contains dwelling units and facilities for the provi-
sion of supportive services in accordance with subsection
(b)(6);

(i1) the mortgagor provides assurances satisfactory to
the Secretary that each dwelling unit in the facility will
not be occupied by more than 1 person without the consent
of all such occupants; and

(iii) the appropriate State licensing agency for the
State, municipality, or other political subdivision in which
the facility is or is to be located provides such assurances
as the Secretary considers necessary that the facility will
comply with any applicable standards and requirements
for such facilities.

(e) The Secretary may consent to the release of a part or parts
of the mortgaged property or project from the lien of any mortgage
insured under this section upon such terms and conditions as he
may prescribe.

(f) The provisions of subsections (d), (e), (g), (h), (1), (j), (k), (),
and (n) of section 207 shall apply to mortgages insured under this
section and all references therein to section 207 shall refer to this
section.

(g) The Secretary shall prescribe such regulations as may be
necessary to carry out the provisions of this section relating to in-
termediate care facilities, after consulting with the Secretary of
Health and Human Services with respect to any health or medical
aspects of the program which may be involved in such regulations.

(h) The Secretary shall also consult with the Secretary of
Health and Human Services as to the need for and the availability
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of intermediate care facilities in any area for which an intermedi-
ate care facility is proposed under this section.

(1)(1) The Secretary is authorized upon such terms and condi-
tion as he may prescribe to make commitments to insure and to in-
sure loans made by financial institutions or other approved mortga-
gees to nursing homes, assisted living facilities, and intermediate
care facilities or to board and care homes to provide for the pur-
chase and installation of fire safety equipment necessary for com-
pliance with the 1967 edition of the Life Safety Code of the Na-
tional Fire Protection Association (or any subsequent edition speci-
fied by the Secretary of Health and Human Services) or other such
codes or requirements approved by the Secretary of Health and
Human Services as conditions of participation for providers of serv-
ices under title XVIII and title XIX of the Social Security Act or
as mandated by a State under the provisions of section 1616(e) of
such Act.

(2) To be eligible for insurance under this subsection a loan
shall—

(A) not exceed the Secretary’s estimate of the reasonable
cost of the equipment fully installed;

(B) bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee;

(C) have a maturity satisfactory to the Secretary;

(D) be made by a financial institution or other mortgagee
approved by the Secretary as eligible for insurance under sec-
tion 2 or a mortgagee approved under section 203(b)(1);

(E) comply with other such terms, conditions, and restric-
tions as the Secretary may prescribe; and

(F) in the case of board and care homes, be made with re-
spect to such a home located in a State with respect to which
the Secretary has received from the appropriate State licensing
agency a statement verifying that the State in which the home
is or is to be located is in compliance with the provisions of sec-
tion 1616(e) of the Social Security Act.

(3) The provisions of paragraphs (5), (6), (7), (9), and (10) of
section 220(h) shall be applicable to loans insured under this sub-
section, except that all references to “home improvement loans”
shall be construed to refer to loans under this subsection.

(4) The provisions of subsections (c¢), (d), and (h) of section 2
shall apply to loans insured under this subsection, and for the pur-
pose of this subsection references in such subsections to “this sec-
tion” or “this title” shall be construed to refer to this subsection.

(j) The Secretary shall establish schedules and deadlines for
the processing and approval (or provision of notice of disapproval)
of applications for mortgage insurance under this section. The Sec-
retary shall submit a report to the Congress annually describing
such schedules and deadlines and the extent of compliance by the
Department with the schedules and deadlines during the year.

EXPERIMENTAL HOUSING

Sec. 233. [12 U.S.C. 1715x] (a)(1) In order to assist in lower-
ing housing costs and improving housing standards, quality, liv-
ability, or durability or neighborhood design through the utilization
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of advanced housing technology, or experimental property stand-
ards, the Secretary is authorized to insure and to make commit-
ments to insure, under this section, mortgages (including home im-
provement loans, and including advances on mortgages during con-
struction) secured by properties including dwellings involving the
utilization and testing of advanced technology in housing design,
materials, or construction, or experimental property standards for
neighborhood design if the Secretary determines that (A) the prop-
erty is an acceptable risk, giving consideration to the need for test-
ing advanced housing technology or experimental property stand-
ards, (B) the utilization and testing of the advanced technology or
experimental property standards involved will provide data or ex-
perience which the Secretary deems to be significant in reducing
housing costs or improving housing standards, quality, livability, or
durability, or improving neighborhood design, and (C) the mort-
gages are eligible for insurance under the provisions of this section
and under any further terms and conditions which may be pre-
scribed by the Secretary to establish the acceptability of the mort-
gages for insurance.

(2) The Secretary is further authorized to insure and to make
commitments to insure, under this section, mortgages (including
advances on mortgages during construction) secured by properties
in projects to be carried out in accordance with plans approved by
the Secretary under section 108 of the Housing and Urban Devel-
opment Act of 1968.

(b) To be eligible for insurance under this section, a mortgage
shall meet the requirements of one of the other sections or titles
of this Act; except that, in lieu of determining the appraised value
or the replacement cost of the property in cases involving new con-
struction or the estimated cost of repair and rehabilitation or im-
provement in cases involving existing properties, the Secretary
shall estimate the cost of replacing the property using comparable
conventional design, materials, and construction, and any limita-
tion upon the maximum mortgage amount available to a nonoccu-
pant owner shall not, in the discretion of the Secretary, be applica-
ble to mortgages insured under this section.

(c) The Secretary may enter into such contracts, agreements,
and financial undertakings with the mortgagor and others as he
deems necessary or desirable to carry out the purposes of this sec-
tion, and may expend available funds for such purposes, including
the correction (when he determines it necessary to protect the occu-
pants), at any time subsequent to insurance of a mortgage, of de-
fects or failures in the dwellings which the Secretary finds are
caused by or related to the advanced housing technology utilized in
their design or construction or experimental property standards.
Any authority which the Secretary may exercise in connection with
a mortgage, or property covered by a mortgage, insured under any
other section of this title (including payments to reduce rentals for,
or to facilitate homeownership by, lower income families) may be
exercised in connection with a mortgage, or property covered by a
mortgage, meeting the requirements, of such other section (except
as specified in subsection (b)), which is insured under this section
to the same extent and in the same manner as if the mortgage in-
sured under this section was insured under such other section.
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(d) The Secretary may make such investigations and analyses
of data, and publish and distribute such reports, as he determines
to be necessary or desirable to assure the most beneficial use of the
data and information to be acquired as a result of this section.

(e) Any mortgage or lender under a mortgage insured under
subsection (b) shall be entitled to insurance benefits determined in
the same manner as such benefits would be determined if such
mortgage or loan were insured under the section or title of this Act
for which it otherwise would have been eligible except for the ex-
perimental feature of the property involved.

(f) Notwithstanding the provisions of subsection (e) of this sec-
tion, in the case of default on any mortgage insured under this sec-
tion, the Secretary in his discretion, in accordance with such regu-
lations as he may prescribe, may make payments pursuant to such
subsections in cash or in debentures (as provided in the mortgage
insurance contract), or may acquire the mortgage loan and the se-
curity therefor upon payment to the mortgagee in cash or in deben-
tures (as provided in the mortgage insurance contract) of a total
amount equal to the unpaid principal balance of the loan plus any
accrued interest and any advances approved by the Secretary made
previously by the mortgagee under the provisions of the mortgage.
After the acquisition of the mortgage by the Secretary the mortga-
gee shall have no further rights, liabilities, or obligations with re-
spect to the mortgage. The appropriate provisions of sections 204
and 207 relating to the issuance of debentures shall apply with re-
spect to debentures issued under this subsection, and the appro-
priate provisions of sections 204 and 207 relating to the rights, li-
abilities, and obligations of a mortgagee shall apply with respect to
the Secretary when he has acquired an insured mortgage under
this subsection, in accordance with and subject to regulations
(modifying such provisions to the extent necessary to render their
application for such purposes appropriate and effective) which shall
be prescribed by the Secretary, except that as applied to mortgages
insured under this section (1) all references in section 204 to the
Mutual Mortgage Insurance Fund or the Fund shall be construed
to refer to the General Insurance Fund, and (2) all references in
section 204 to section 203 shall be construed to refer to this section

(g).
MORTGAGE INSURANCE FOR CONDOMINIUMS

SeEc. 234. [12 U.S.C. 1715y] (a) The purpose of this section is
to provide an additional means of increasing the supply of privately
owned dwelling units where, under the laws of the State in which
the property is located, real property title and ownership are estab-
lished with respect to a one-family unit which is part of a multi-
family project.

(b) The terms “mortgage,” “mortgagee,” “mortgagor,” “maturity
date,” and “State” shall have the meanings respectively set forth in
section 201, except, that the term “mortgage” for the purpose of
subsection (¢) may include a first mortgage given to secure the un-
paid purchase price of a fee interest in, or long-term leasehold in-
terest in, a one-family unit in a multifamily project, including a
project in which the dwelling units are attached, semi-detached, or

»” b AN13 »” <«
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detached, and an undivided interest in the common areas and fa-
cilities which serve the project where the mortgage is determined
by the Secretary to be eligible for insurance under this section. The
term “common areas and facilities” as used in this section shall be
deemed to include the land and such commercial, community, and
other facilities as are approved by the Secretary.

(c) The Secretary is authorized, in his discretion and under
such terms and conditions as he may prescribe (including the mini-
mum number of family units in the project which shall be offered
for sale and provisions for the protection of the consumer and the
public interest), to insure any mortgage covering a one-family unit
in a multifamily project and an undivided interest in the common
areas and facilities which serve the project if (1) the mortgage
meets the requirements of this subsection and of section 203(b), ex-
cept as that section is modified by this subsection, and (2) at least
80 percent of the units in the project covered by mortgages insured
under this title are occupied by the mortgagors or comortgagors.
Any project proposed to be constructed or rehabilitated after the
date of enactment of the Housing Act of 19611 with the assistance
of mortgage insurance under this Act, where the sale of family
units is to be assisted with mortgage insurance under this sub-
section, shall be subject to such requirements as the Secretary may
prescribe. To be eligible for insurance pursuant to this subsection,
a mortgage shall (A) involve a principal obligation in an amount
not to exceed the maximum principal obligation of a mortgage
which may be insured in the area pursuant to section 203(b)(2) or
pursuant to section 203(h) under the conditions described in section
203(h) or pursuant to section 203(h) under the conditions described
in section 203(h)2, and (B) have a maturity satisfactory to the Sec-
retary, but not to exceed, in any event, thirty-five years from the
date of the beginning of amortization of the mortgages. The mort-
gage shall contain such provisions as the Secretary determines to
be necessary for the maintenance of common areas and facilities
and the multifamily project. The mortgagor shall have exclusive
right to the use of the one-family unit covered by the mortgage
and, together with the owners of other units in the multifamily
project, shall have the right to the use of the common areas and
facilities serving the project and the obligation of maintaining all
such common areas and facilities. The Secretary may require that
the rights and obligations of the mortgagor and the owners of other
dwelling units in the project shall be subject to such controls as he
determines to be necessary and feasible to promote and protect in-
dividual owners, the multifamily project and its occupants. For the
purposes of this subsection, the Secretary is authorized in his dis-
cretion and under such terms and conditions as he may prescribe
to permit one-family units and interests in common areas and fa-

1June 30, 1961.

2The last two references in this sentence to section 203(h) were added by the Emergency Sup-
plemental Appropriations Act of 1994, Pub. L. 103-211, 108 Stat. 12, approved February 12,
1994. The undesignated paragraph following the paragraph in which such amendments were
made provides as follows:

“Eligibility for loans made under the authority granted by the preceding paragraph shall
be limited to persons whose principal residence was damaged or destroyed as a result of the
January 1994 earthquake in Southern California: Provided, That the provisions under this
Reading shall be effective only for the 18-month period following the date of enactment of this

ct.
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cilities in multifamily projects covered by mortgages insured under
any section of this Act other than section 213(a) (1) and (2) to be
released from the liens of those mortgages.

(d)! In addition to individual mortgages insured under sub-
section (c), the Secretary is authorized, in his discretion and under
such terms and conditions as he may prescribe, to insure blanket
mortgages (including advances on such mortgages during construc-
tion) which cover multifamily projects to be constructed or rehabili-
tated in cases where the mortgage is held by a mortgagor, ap-
proved by the Secretary, which—

(1) has certified to the Secretary, as a condition of obtain-
ing the insurance of a blanket mortgage under this subsection,
that upon completion of the multifamily project covered by
such mortgage it intends to commit the ownership of the multi-
family project to a plan of family unit ownership under which
each family unit would be eligible for individual mortgage in-
surance under subsection (¢) and will faithfully and diligently
make and carry out all reasonable efforts to establish such
plan of family unit ownership and to sell such family units to
purchasers approved by the Secretary; and

(2) may, in the Secretary’s discretion, be regulated or re-
stricted as to rents, charges, capital structure, rate of return,
and methods of operation until the termination of all obliga-
tions of the Secretary under the insurance and during such
further period of time as the Secretary shall be the owner,
holder, or reinsurer of the mortgage. The Secretary may make
such contracts with and acquire for not to exceed $100 such
stock or interest in such mortgagor as he may deem necessary
to render effective any such regulation or restriction of such
mortgagor.2 The stock or interest acquired by the Secretary
shall be paid for out of the General Insurance Fund, and shall
be redeemed by the mortgagor at par at any time upon the re-
quest of the Secretary after the termination of all obligations
of the Secretary under the insurance.

(e) To be eligible for insurance, a blanket mortgage on any
multi-family project of a mortgagor of the character described in
subsection (d) shall involve a principal obligation in an amount—

[(1) [Repealed.]]

(2) not to exceed 90 per centum of the amount which the
Secretary estimates will be the replacement cost of the project
when the proposed physical improvements are completed;

(3) not to exceed, for such part of the project as may be at-
tributable to dwelling use (excluding exterior land improve-
ments as defined by the Secretary), $30,420 per family unit
without a bedroom, $33,696 per family unit with one bedroom,
$40,248 per family unit with two bedrooms, $49,608 per family

1Insurance is authorized by the Housing Act of 1964 for blanket mortgages to finance the con-
struction or rehabilitation of multifamily projects to be sold as condominiums.

2Section 431(b) of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98-181, ap-
proved November 30, 1983, amended the preceding portion of this paragraph to make the regu-
lation of rents or charges discretionary rather than mandatory. Section 431(c) of such Act fur-
ther provides as follows:

“(c) The amendments made in this section shall not apply with respect to mortgages insured
Ry the Secretary of Housing and Urban Development before the date of the enactment of this

ct.”.
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unit with three bedrooms, and $56,160 per family unit with
four or more bedrooms; except that as to projects to consist of
elevator-type structures the Secretary may, in his discretion,
increase the dollar amount limitations per family unit to not
to exceed $35,100 per family unit without a bedroom, $39,312
per family unit with one bedroom, $48,204 per family unit with
two bedrooms, $60,372 per family unit with three bedrooms,
and $68,262 per family unit with four or more bedrooms, as
the case may be, to compensate for higher costs incident to the
construction of elevator-type structures of sound standards of
construction and design; except that each of the foregoing dol-
lar amounts is increased to the amount established for a com-
parable unit in section 221(d)(3)(ii); and except that the Sec-
retary may, by regulation, increase any of the foregoing dollar
amount limitations contained in this paragraph and by not to
exceed 110 percent in any geographical area where the Sec-

retary finds that cost levels so require and by not to exceed 140

percent where the Secretary determines it necessary on a

project-by-project basis, but in no case may any such increase

exceed 90 percent where the Secretary determines that a mort-
gage purchased or to be purchased by the Government Na-
tional Mortgage Association in implementing its special assist-
ance functions under section 305 of this Act (as such section
existed immediately before November 30, 1983) is involved;
and

(4) not to exceed an amount equal to the sum of the unit
mortgage amounts determined under the provisions of sub-
section (c¢) assuming the mortgagor to be the owner and occu-
pant of each family unit.

(f) Any blanket mortgage insured under subsection (d) shall
provide for complete amortization by periodic payments within
such terms as the Secretary may prescribe but not to exceed 40
years from the beginning of amortization of the mortgage, and shall
bear interest at such rate as may be agreed upon by the mortgagor
and the mortgagee. The Secretary may consent to the release of a
part or parts of the mortgaged property from the lien of the blanket
mortgage upon such terms and conditions as he may prescribe and
the blanket mortgage may provide for such release. The project cov-
ered by the blanket mortgage may include four or more family
units and such commercial and community facilities as the Sec-
retary deems adequate to serve the occupants.

(g) Any mortgagee under a mortgage insured under subsection
(c) of this section is entitled to receive the benefits of the insurance
as provided in section 204(a) of this Act with respect to mortgages
insured under section 203, and the provisions of subsections (b), (c),
(d), (e), (), (g), (h), (§), and (k) of section 204 shall be applicable to
the mortgages insured under subsection (c) of this section, except
that (1) all references in section 204 of the Mutual Mortgage Insur-
ance Fund or the Fund shall be construed to refer to the General
Insurance Fund, (2) all references therein to section 203 shall be
construed to refer to subsection (c) of this section, and (3) the ex-
cess remaining, referred to in section 204(f)(1), shall be retained by
the Secretary and credited to the General Insurance Fund.
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(h) The provisions of subsections (d), (e), (g), (h), (1), (j), (k), (),
and (n) of section 207 shall be applicable to mortgages insured
under subsection (d) of this section.

(i) The provisions of sections 225 and 230 shall be applicable
to the mortgages insured under subsection (c) of this section.

(j) The Secretary may further increase the dollar amount limi-
tations which would otherwise apply under subsection (e) by not to
exceed 20 per centum if such increase is necessary to account for
the increased cost of a project due to the installation therein of a
solar energy system (as defined in subparagraph (3) of the last
paragraph of section 2(a) of this Act) or residential energy con-
servation measures (as defined in section 210(11) (A) through (G)
and (I) of Public Law 95-619) in cases where the Secretary deter-
mines that such measures are in addition to those required under
the minimum property standards and will be cost-effective over the
life of the measure.

(k) With respect to a unit in any project which was converted
from rental housing, no insurance may be provided under this sec-
tion unless (1) the conversion occurred more than one year prior to
the application for insurance, (2) the mortgagor or comortgagor was
a tenant of that rental housing, (3) the conversion of the property
is sponsored by a bona fide tenants organization representing a
majority of the households in the project, or (4) before April 20,
1984 (A) application was made to the Secretary for a commitment
to insure a mortgage covering any unit in the project, (B) in the
case of direct endorsement, the mortgagee received the case num-
ber assigned by the Secretary for any unit in the project, or (C) ap-
plication was made for approval of the project for guarantee, insur-
ance, or direct loan under chapter 37 of title 38, United States
Code.

HOMEOWNERSHIP FOR LOWER INCOME FAMILIES

Sec. 235. [NOTE.—Section 235 of the National Housing Act es-
tablishes a program of homeownership assistance for lower income
families, and is set forth in Part V of this compilation.]

RENTAL AND COOPERATIVE HOUSING FOR LOWER INCOME FAMILIES

SEC. 236. [NOTE.—Section 236 of the National Housing Act es-
tablishes a program of rental and cooperative housing assistance
for lower income families, and is set forth in Part IV of this com-
pilation.]

SPECIAL MORTGAGE INSURANCE ASSISTANCE

Sec. 237. [12 U.S.C. 1715z-2] (a) The purpose of this section
is to help provide adequate housing for families of low and mod-
erate income, including those who, for reasons of credit history, ir-
regular income patterns caused by seasonal employment, or other
factors, are unable to meet the credit requirements of the Secretary
for the purchase of a single-family home financed by a mortgage in-
sured under section 203, 220, 221, 234, or 235(j)(4), but who,
through the incentive of homeownership and counseling assistance,
appear to be able to achieve homeownership.
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(b) The Secretary is authorized upon application by the mort-
gagee to insure under this section not more than 26 percent of the
total principal obligation (including such initial service charges,
and such appraisal, inspection, and other fees as the Secretary
shall approve) of any mortgage meeting the requirements of this
section.

b 1{c) To be eligible for insurance under this section, a mortgage
shall—

(1) meet the requirements of section 203 (except subsection
(m)), 220(d)(3)A), 221(d)2), 221(h)(5), 221G), 234(c), or
235(j)(4), except as such requirements are modified by this sec-
tion;

(2) involve a principal obligation (including such initial
service charges, and such appraisal, inspection, and other fees,
as the Secretary shall approve) in an amount not to exceed
$70,000;

(3) be executed by a mortgagor who the Secretary has de-
termined, after a full and complete study of the case, would not
be an acceptable credit risk for mortgage insurance purposes
under sections 203, 220, 221, 234, or 235(j)(4), because of his
credit standing, debt obligations, total annual income, or in-
come characteristics but who the Secretary is satisfied would
be a reasonably satisfactory credit risk, consistent with the ob-
jectives stated in subsection (a), if he were to receive budget,
debt management, and related counseling, prior to and during
the 12 months immediately following the purchase of the prop-
erty, from a community development financial institution
under section 103(5) of the Community Development Banking
and Financial Institutions Act of 1994: Provided, That, in de-
termining whether the mortgagor is a reasonably satisfactory
credit risk, the Secretary shall review the credit history of the
applicant giving special consideration to those delinquent ac-
counts which were ultimately paid by the applicant and to ex-
tenuating factors which may have caused credit accounts of the
applicant to become delinquent; and the Secretary shall also
give special consideration to income characteristics of appli-
cants whose total income over the two years prior to their ap-
plications has remained at levels of eligibility (as required
under paragraph (4) of this subsection), but who, because of
the character of their seasonal employment or for other rea-
sons, have not maintained continuous employment under one
employer during that time;

(4) require monthly payments which, in combination with
local real estate taxes on the property involved, do not exceed
36 per centum of the applicant’s income, based on his average
monthly income during the year prior to his application or the
average monthly income during the three years prior to his ap-
plication, whichever is higher; and !

(5) require the mortgagor to be subject, if necessary, to a
default mitigation effort undertaken by an intermediary com-
munity development financial institution under section 103(5)
of the Community Development Banking and Financial Institu-

1S0 in law.
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tions Act of 1994, that is acting as a sponsor and pass-through

of insurance under section 203 and is approved by the Sec-

retary;

(6) involve a total principal obligation (including such ini-
tial service charges, and such appraisal, inspection, and other
fees as the Secretary shall approve) that is not more than 90
percent of the value of the property for which the mortgage is
provided; and

(7) involve a total principal obligation (including such ini-
tial service charges, and such appraisal, inspection, and other
fees as the Secretary shall approve) in which the mortgagor
has equity (as defined by the Secretary) of not less than 10
percent and such equity shall be subordinate to the interest of
the Secretary in the mortgaged property.

(d) The Secretary shall give preference in approving mortgage
insurance applications and in providing counseling services under
this section (1) to families which are eligible for assistance pay-
ments under section 235, (2) to families living in empowerment
zones and enterprise communities (as those terms are defined in
section 1393(b) of the Internal Revenue Code of 1986 (26 U.S.C.
1393(b)) who are eligible for homeownership assistance, and (3) to
families living in public housing units, especially those families re-
quired to leave public housing because their incomes have risen be-
yond the maximum prescribed income limits, and families eligible
for residence in public housing who have been displaced from feder-
ally assisted urban renewal areas.

(e) The Secretary is authorized to provide, or contract with
community development financial institutions under section 103(5)
of the Community Development Banking and Financial Institutions
Act of 1994 to provide, such budget, debt management, and related
counseling services to mortgagors whose mortgages are insured
under this section as he determines to be necessary to meet the ob-
jectives of this section. The Secretary may also provide such coun-
seling to otherwise eligible families who lack sufficient funds to
supply a down payment to help them to save an amount necessary
for that purpose.

(f) The aggregate principal balance of the portions of mortgages
insured under this section and outstanding at one time shall not
exceed $200,000,000.

(g) Mortgages insured under this section shall be subject to an
insurance premium fee of not more than 1.25 percent of the total
mortgage principal obligation (including such initial service
charges, and such appraisal, inspection, and other fees as the Sec-
retary shall approve).

(h) Before insuring a mortgage under this section, the Sec-
retary shall enter into such contracts or other agreements as may
be necessary to ensure that the mortgagee or other holder of the
mortgage shall assume not less than 10 percent and not more than
50 percent of any loss on the insured mortgage, subject to any rea-
sonable limit on the liability of the mortgagee or holder of the
mortgage that may be specified in the event of unusual or cata-
strophic losses that may be incurred by any one mortgagee or mort-
gage holder.
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(1) No guarantees may be issued under section 306(g) for the
timely payment of interest or principal on securities backed, in
whole or in part, by mortgages insured under this section.

(j) There are authorized to be appropriated such sums as may
be necessary to carry out the provisions of subsection (e) of this
section.

PAYMENT OF INSURANCE—SPECIAL RISK INSURANCE FUND

Sec. 238. [12 U.S.C. 1715z-3] (a)(1) Any mortgagee under a
mortgage insured under section 235(i), 235(j)(4), 237, or 243 shall
be entitled to receive the benefits of the insurance as provided in
section 204(a) with respect to mortgages insured under section 203.
The provisions of subsections (b), (c), (d), (g), (j), and (k) of section
204 shall be applicable to mortgages insured under section 235(i),
235(G)(4), 237, or 243, except that all references therein to the “Mu-
tual Mortgage Insurance Fund” shall be construed to refer to the
“Special Risk Insurance Fund”, and all references therein to section
203 shall be construed to refer to section 235(i), 235(j)(4), 237, or
243, as may be appropriate.

(2) Any mortgage under a mortgage insured under section
235@3)(1) or 236 shall be entitled to receive the benefits of insurance
as provided in section 207(g) with respect to mortgages insured
under section 207. The provisions of subsections (d), (e), (h), (i), (j),
(k), (1), and (n) of section 207 shall be applicable to mortgages in-
sured under section 235()(1) or 236, except that all references
therein to the “General Insurance Fund” shall be construed to refer
to the “Special Risk Insurance Fund” and the premium charged
provided in section 207(d) shall be payable only in cash or deben-
tures of the Special Risk Insurance Fund.

(3) In lieu of the amount of insurance benefits computed pursu-
ant to paragraph (1) or (2) of this subsection the Secretary, in his
discretion and in accordance with such regulations as he may pre-
scribe, may (with respect to any mortgage loan acquired by him)
compute and pay insurance benefits to the mortgagee in a total
amount equal to the unpaid principal balance of the loan plus any
accrued interest and any advances approved by the Secretary and
made previously by the mortgagee under the provisions of the
mortgage.

(b) There is hereby created a Special Risk Insurance Fund
(hereinafter referred to as the “fund”) which shall be used by the
Secretary as a revolving fund for carrying out the mortgage insur-
ance obligations of sections 223(e), 233(a)(2), 235, 236, 237, and
243, and the Secretary is hereby authorized to advance to the fund,
at such times and in such amounts as he may determine to be nec-
essary, a total sum of $20,000,000 from the General Insurance
Fund established pursuant to the provisions of section 519. Such
advance shall be repayable at such times and at such rates of in-
terest as the Secretary deems appropriate. Premium charges, ad-
justed premium charges, inspection and other fees, service charges,
and any other income received by the Secretary under sections
223(e), 233(a)(2), 235, 236, and 237, together with all earnings on
the assets of the fund, shall be credited to the fund. All payments
made pursuant to claims of mortgagees with respect to mortgages
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insured under sections 233(a)(2), 235, 236, 237, and 243 or pursu-
ant to section 223(e), cash adjustments, the principal of and inter-
est paid on debentures which are the obligation of the fund, ex-
penses incurred in connection with or as a consequence of the ac-
quisition and disposal of property acquired under such sections,
and all administrative expenses in connection with the mortgage
insurance operations under such sections shall be paid out of the
fund. Moneys in the fund not needed for current operations of the
fund shall be deposited with the Treasurer of the United States to
the credit of the fund or invested in bonds or obligations of, or in
bonds or other obligations guaranteed by, the United States or any
agency of the United States: Provided, That such moneys shall to
the maximum extent feasible be invested in such bonds or other ob-
ligations the proceeds of which will be used to directly support the
residential mortgage market. The Secretary, with the approval of
the Secretary of the Treasury, may purchase in the open market
debentures which are the obligation of the fund. Such purchases
shall be made at a price which will provide an investment yield of
not less than the yield obtained from other investments authorized
by this section. Debentures so purchased shall be canceled and not
reissued.

(c)(1) Notwithstanding the provisions of this or any other Act,
and without regard to limitations upon eligibility contained in any
section of this title, the Secretary is authorized, upon application
by the mortgagee, to insure under any section of this title a mort-
gage executed in connection with the construction, repair, rehabili-
tation, or purchase of property located near any installation of the
Armed Forces of the United States in federally impacted areas in
which the conditions are such that one or more of the eligibility re-
quirements applicable to the section under which insurance is
sought could not be met, if (A) the Secretary finds that the benefits
to be derived from such use outweigh the risk of probable cost to
the Government, and (B) the Secretary of Defense certifies that
there is no intention insofar as can reasonably be foreseen to cur-
tail substantially the personnel assigned or to be assigned to such
installation. The insurance of a mortgage pursuant to this sub-
section shall be the obligation of the Special Risk Insurance Fund.

(2) The Secretary is authorized (A) to establish such premiums
and other charges as may be necessary to assure that the mortgage
insurance program pursuant to this subsection is made available
on a basis which, in the Secretary’s judgment, is designed to be ac-
tuarially sound and likely to maintain the fiscal integrity of such
program, and (B) to prescribe such terms and conditions relating
to insurance pursuant to this subsection as may be found by the
Secretary to be necessary and appropriate, and which are to the
maximum extent possible, consistent with provisions otherwise ap-
plicable to mortgage insurance and payment of insurance benefits.

(3) The Secretary shall undertake an annual assessment of
the risks associated with each of the insurance programs com-
prising the Special Risk Insurance Fund, and shall present
findings from such review to the Congress in the FHA Annual

Management Report.
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MODIFICATIONS IN TERMS OF MORTGAGES COVERING MULTIFAMILY
PROJECTS

Sec. 239. [12 U.S.C. 1715z—4] The Secretary shall not consent
to any request for an extension of the time for curing a default
under any mortgage covering multifamily housing, as defined in
the regulations of the Secretary, or for a modification of the terms
of such mortgage, except in conformity with regulations prescribed
by the Secretary in accordance with the provisions of this section.
Such regulations shall require, as a condition to the granting of
any such request, that, during the period of such extension or
modification, any part of the rents or other funds derived by the
mortgagor from the property covered by the mortgage which is not
required to meet actual and necessary expenses arising in connec-
tion with the operation of such property, including amortization
charges under the mortgage, be held in trust by the mortgagor and
distributed only with the consent of the Secretary; except that the
Secretary may provide for the granting of consent to any request
for an extension of the time for curing a default under any mort-
gage covering multifamily housing, or for a modification of the
terms of such mortgage, without regard to the foregoing require-
ment, in any case or class of cases in which an exemption from
such requirement does not (as determined by the Secretary) jeop-
ardize the interests of the United States.

PURCHASE OF FEE SIMPLE TITLE FROM LESSORS

SEC. 240. [12 U.S.C. 1715z-5] (a) The Secretary is authorized,
upon such terms and conditions as he may prescribe, to make com-
mitments to insure and to insure loans made by financial institu-
tions for the purpose of financing purchases by homeowners of the
fee simple title to property on which their homes are located.

(b) As used in this section—

(1) the term “financial institution” means a lender ap-
proved by the Secretary as eligible for insurance under section
2 or a mortgagee approved under section 203(b)(1); and

(2) the term “homeowner” means a lessee under a long-
term ground lease.

(c) To be eligible for insurance under this section, a loan
shall—

(1) relate to property on which there is located a dwelling
designed principally for a one-, two-, three-, or four-family resi-
dence;

(2) not exceed the cost of purchasing the fee simple title,
or $10,000 ($30,000, if the property is located in Hawaii) per
family unit, whichever is the lesser;

(3) be limited to an amount which when added to any out-
standing indebtedness related to the property (as determined
by the Secretary) creates a total outstanding indebtedness
which does not exceed the applicable mortgage limit prescribed
in section 203(b);

(4) bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee;



999 NATIONAL HOUSING ACT Sec. 241

(5) have a maturity satisfactory to the Secretary, but not
to exceed twenty years from the beginning of amortization of
the loan; and

(6) comply with such other terms, conditions, and restric-
tions as the Secretary may prescribe.

(d) The provisions of paragraphs (3), (5), (6), (7), (8), and (10)
of section 220(h) shall be applicable to loans insured under this sec-
tion and, as applied to loans insured under this section, references
in those paragraphs to “home improvement loans” and “this sub-
section” shall be construed to refer to loans under this section.

SUPPLEMENTAL LOANS FOR MULTIFAMILY PROJECTS

SEC. 241. [12 U.S.C. 1715z-6] (a) With respect to a multifam-
ily project, hospital, or group practice facility covered by a mort-
gage insured under any section or title of this Act or covered by a
mortgage held by the Secretary, the Secretary is authorized, upon
such terms and conditions as he may prescribe, to make commit-
ments to insure, and to insure, supplemental loans (including ad-
vances during construction or improvement) made by financial in-
stitutions approved by the Secretary. As used in this section, “sup-
plemental loan” means a loan, advance of credit, or purchase of an
obligation representing a loan or advance of credit made for the
purpose of financing improvements or additions to such project,
hospital, or facility: Provided, That a loan involving a nursing
home, hospital, or a group practice facility may also be made for
the purpose of financing equipment to be used in the operation of
such nursing home, hospital, or facility.

(b) To be eligible for insurance under this section, a supple-
mental loan shall—

(1) be limited to 90 per centum of the amount which the
Secretary estimates will be the value of such improvements,
additions, and equipment, except that such amount when
added to the outstanding balance of the mortgage covering the
project or facility, shall not exceed the maximum mortgage
amount insurable under the section or title pursuant to which
the mortgage covering such project or facility is insured or an
amount acceptable to the Secretary;

(2) have a maturity satisfactory to the Secretary;

(3) bear interest at such rate as may be agreed upon by
the borrower and the financial institution;

(4) be secured in such manner as the Secretary may re-
quire;

(5) be governed by the labor standards provisions of sec-
tion 212 that are applicable to the section or title pursuant to
which the mortgage covering the project or facility is insured
or pursuant to which the original mortgage covering the project
or facility was insured; and

(6) contain such other terms, conditions, and restrictions
as the Secretary may prescribe.

(c) The provisions of subsections (d), (e), (g), (h), (1), (), (k), (),
and (n) of section 207 shall be applicable to loans insured under
this section, except that (1) all references to the term “mortgage”
shall be construed to refer to the term “loan” as used in this sec-



Sec. 241 NATIONAL HOUSING ACT 1000

tion, (2) loans involving projects covered by a mortgage insured
under section 213 that is the obligation of the Cooperative Manage-
ment Housing Insurance Fund shall be insured under and shall be
the obligation of such fund, and (3) loans involving projects covered
by a mortgage insured under section 236 shall be insured under
and shall be the obligation of the Special Risk Insurance Fund.

(d) Notwithstanding the foregoing, the Secretary may insure a
loan for improvements or additions to a multifamily housing
project, or a group practice or medical practice facility or hospital
or other health facility approved by the Secretary, which is not cov-
ered by a mortgage insured under this Act, if he finds that such
a loan would assist in preserving, expanding, or improving housing
opportunities, or in providing protection against fire or other haz-
ards. Such loans shall have a maturity satisfactory to the Secretary
and shall meet such other conditions as the Secretary may pre-
scribe. In no event shall such a loan be insured if it is for an
amount in excess of the maximum amount which could be approved
if the outstanding indebtedness, if any, covering the property were
a mortgage insured under this Act. At any sale under foreclosure
of a mortgage on a project or facility which is not insured under
this Act but which is senior to a loan assigned to the Secretary pur-
suant to subsection (c), the Secretary is authorized to bid, in addi-
tion to amounts authorized under section 207(k), any sum up to but
not in excess of the total unpaid indebtedness secured by such sen-
ior mortgage, plus taxes, insurance, foreclosure costs, fees, and
other expenses. In the event that, pursuant to subsection (c), the
Secretary acquires title to, or is assigned, a loan covering a project
or facility which is subject to a mortgage which is not insured
under this Act, the Secretary is authorized to make payments from
the General Insurance Fund on the debt secured by such mortgage,
and to take such other steps as the Secretary may deem appro-
priate to preserve or protect the Secretary’s interest in the project
or facility.

(e)(1) Notwithstanding any other provision of this section, the
Secretary may insure a loan for purchasing and installing energy
conserving improvements (as defined in subparagraph (2) of the
last paragraph of section 2(a) of this Act), for purchasing and in-
stalling a solar energy system (as defined in subparagraph (3) of
the last paragraph of section 2(a) of this Act), and for purchasing
or installing (or both) individual utility meters in a multifamily
housing project if such meters are purchased or installed in connec-
tion with other energy conserving improvements or with a solar en-
ergy system or the project meets minimum standards of energy
conservation established by the Secretary, without regard to
whether the project is covered by a mortgage under this Act.

(2) Notwithstanding the provisions of subsection (b), a loan in-
sured under this subsection shall—

(A) not exceed an amount which the Secretary determines
is necessary for the purchase and installation of individual
utility meters plus an amount which the Secretary deems ap-
propriate taking into account amounts which will be saved in
operation costs over the period of repayment of the loan by re-
ducing the energy requirements of the project as a result of the
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installation of energy conserving improvements or a solar en-

ergy system therein;

(B) be insured for 90 percent of any loss incurred by the
person holding the note for the loan; except that, for coopera-
tive multifamily projects receiving assistance under section 236
or financed with a below market interest rate mortage insured
under section 221(d)(3) of this Act, 100 percent of any such loss
may be insured;

(C) bear an interest rate not to exceed an amount which
the Secretary determines, after consulting with the Secretary
of Energy, to be necessary to meet market demands;

(D) have a maturity satisfactory to the Secretary;

(E) be insured pursuant to a premium rate established on
a sound actuarial basis to the extent practicable;

(F) be secured in such a manner as the Secretary may re-
quire;

(G) be an acceptable risk in that energy conservation or
solar energy benefits to be derived outweigh the risks of pos-
sible loss to the Federal Government; and

(H) contain such other terms, conditions, and restrictions
as the Secretary may prescribe.

(3) The provisions of subsection (c) shall apply to loans insured
under this subsection.

(4) The Secretary shall provide that any person obligated on
the note for any loan insured under this section be regulated or re-
stricted, until the termination of all obligations of the Secretary
under the insurance, by the Secretary as to rents or sales, charges,
capital structure, rate of return, and methods of operations of the
multifamily project to such an extent and in such manner as to
provide reasonable rentals to tenants and a reasonable return on
the investment.

L(f) [Repealed.]]

(g)(1) When underwriting a rehabilitation loan under this sec-
tion in connection with eligible multifamily housing, the Secretary
may assume that any rental assistance provided for purposes of
servicing the additional debt will be extended for the term of the
rehabilitation loan. The Secretary shall exercise prudent under-
writing practices in insuring rehabilitation loans under this sec-
tion. For purposes of this subsection, the term “eligible multifamily
housing” means any housing financed by a loan or mortgage that
is—

(A) insured or held by the Secretary under section
221(d)(3) of the National Housing Act and assisted under sec-
tion 101 of the Housing and Urban Development Act of 1965
or section 8 of the United States Housing Act of 1937;

(B) insured or held by the Secretary and bears interest at
a rate determined under the proviso of section 221(d)(5) of the
National Housing Act; or

(C) insured, assisted or held by the Secretary under sec-
tion 236 of the National Housing Act.

(2) A mortgagee approved by the Secretary may not withhold
consent to a rehabilitation loan insured in connection with eligible
multifamily housing on which that mortgagee holds a mortgage.
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MORTGAGE INSURANCE FOR HOSPITALS

SEC. 242. [12 U.S.C. 1715z-7] (a) The purpose of this section
is to assist the provision of urgently needed hospitals for the care
and treatment of persons who are acutely ill or who otherwise re-
quire medical care and related services of the kind customarily fur-
nished only (or most effectively) by hospitals. Such assistance shall
be provided regardless of the amount of public financial or other
support a hospital may receive, and the Secretary shall neither re-
quire additional security or collateral to guarantee such support,
nor impose more stringent eligibility or other requirements on pub-
licly owned or supported hospitals.

(b) For the purposes of this section—

(1) the term “hospital” means a facility—

(A) which provides community service for inpatient
medical care of the sick or injured (including obstetrical
care);

(B) not more than 50 per centum of the total patient
days of which during any year are customarily assignable
to the categories of chronic convalescent and rest, drug and
alcoholic, epileptic, mentally deficient, mental, nervous and
mental, and tuberculosis; and

(C) which is a public facility, proprietary facility, or fa-
cility of a private nonprofit corporation, or association, li-
censed or regulated by the State (or, if there is no State
law providing for such licensing or regulation by the State,
by the municipality or other political subdivision in which
the facility is located); and
(2) the terms “mortgage” and “mortgagor” shall have the

meanings respectfully set forth in section 207(a) of this Act.

(c) The Secretary is authorized to insure any mortgage (includ-
ing advances on such mortgage during construction) in accordance
with the provisions of this section upon such terms and conditions
as he may prescribe and to make commitments for insurance of
such mortgage prior to the date of its execution or disbursement
thereon. No mortgage insurance premium shall be charged with re-
spect to the amount of principal and interest guaranteed by the De-
partment of Health and Human Services under title VII of the Pub-
lic Health Service Act.

(d) In order to carry out the purpose of this section, the Sec-
retary is authorized to insure any mortgage which covers a new or
rehabilitated hospital, including equipment to be used in its oper-
ation, subject to the following conditions:

(1)1 The mortgage shall be executed by a mortgagor approved
by the Secretary. The Secretary may in his discretion require any
such mortgagor to be regulated or restricted as to charges and
methods of financing, and, in addition thereto, if the mortgagor is
a corporate entity, as to capital structure and rate of return. As an
aid to the regulation or restriction of any mortgagor with respect
to any of the foregoing matters, the Secretary may make such con-
tracts with and acquire for not to exceed $100 such stock or inter-
est in such mortgagor as he may deem necessary. Any stock or in-

1Indented so in law.
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terest so purchased shall be paid for out of the General Insurance
Fund, and shall be redeemed by the mortgagor at par upon the ter-
mination of all obligations of the Secretary under the insurance.

(2)1 The mortgage shall involve a principal obligation in the
amount requested by the mortgagor if such amount does not exceed
90 percent of the estimated replacement cost of the property or
project including—

(A) equipment to be used in the operation of the hospital,
when the proposed improvements are completed and the equip-
ment is installed; and

(B) a solar energy system (as defined in subparagraph (3)
of the last paragraph of section 2(a) of this Act) or residential
energy conservation measures (as defined in section 210(11)
(A) through (G) and (I) of Public Law 95-619) in cases where
the Secretary determines that such measures are in addition
to those required under the minimum property standards and
will be cost-effective over the life of the measure.

(3)1 The mortgage shall—

(A) provide for complete amortization by periodic payments
within such terms as the Secretary shall prescribe; and

(B) bear interest at such rate as may be agreed upon by
the mortgagor and the mortgagee.

(4)1 The Secretary shall not insure any mortgage under this
section unless he has received, from the State agency designated in
accordance with section 604(a)(1) or section 1521 of the Public
Health Service Act for the State in which is located the hospital
covered by the mortgage, a certification that (A) there is a need for
such hospital, and (B) there are in force in such State or the politi-
cal subdivision of the State in which the proposed hospital would
be located reasonable minimum standards of licensure and meth-
ods of operation for hospitals. No such mortgage shall be insured
under this section unless the Secretary has received such assur-
ance as he may deem satisfactory from the State agency that such
standards will be applied and enforced with respect to any hospital
located in the State for which mortgage insurance is provided
under this section. If no such State agency exists, or if the State
agency exists but is not empowered to provide a certification that
there is a need for the hospital as set forth in clause (A) of the first
sentence, the Secretary shall not insure any mortgage under this
section unless (A) the State in which the hospital is located has
conducted or commissioned and paid for the preparation of an inde-
pendent study of market need and feasibility that (i) is prepared
in accordance with the principles established by the American In-
stitute of Certified Public Accountants; (ii) assesses, on a
marketwide basis, the impact of the proposed hospital on, and its
relationship to, other health care facilities and services, the per-
centage of excess beds, demographic projections, alternative health
care delivery systems, and the reimbursement structure of the hos-
pital; (iii) is addressed to and is acceptable to the Secretary in form
and substance; and (iv) in the event the State does not prepare the
study, is prepared by a financial consultant selected by the State
and approved by the Secretary; and (B) the State complies with the

1Indented so in law.
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other provisions of this paragraph that would otherwise be re-
quired to be met by a State agency designated in accordance with
section 604(a)(1) or section 1521 of the Public Health Service Act.
The proposed mortgagor may reimburse the State for the cost of
the independent feasibility study required in the preceding sen-
tence.

(5)1 The Secretary shall not insure any mortgage or approve
any modification of an existing mortgage insured pursuant to this
section or section 223(f) if such insurance or modification is to be
made in connection with a guarantee, as authorized pursuant to
section 306, of a trust certificate or other security which is exempt
from Federal taxation or which is to be used to collateralize obliga-
tions which are so exempt, except that the Secretary shall not
refuse to insure such a mortgage or approve such a modification
solely on the basis that such insurance or modification is to be
made in connection with a guarantee, as authorized pursuant to
section 306, of a trust certificate or other security which is exempt
from Federal taxation or which is to be used to collateralize obliga-
tions which are so exempt if—

(A) a written application for such insurance or modification
submitted at the express direction of the hospital has been
submitted to the appropriate office of the Department of
Health, Education, and Welfare prior to March 29, 1979; or

(B) in the case of a nonprofit mortgagor which is seeking
refinancing or modification of an existing mortgage insured
pursuant to this section or section 223(f), the mortgagor (i) had
engaged an investment banker for the purpose of obtaining
such refinancing or modification, or had undertaken or ar-
ranged for the undertaking of a market or feasibility study
with respect to the advisability of obtaining such refinancing
or modification, and had made written notification of its inter-
est in such refinancing or modification to the Department of
Health, Education, and Welfare or the Department of Housing
and Urban Development prior to June 7, 1979; and (ii) receives
from the programs established under titles XVIII and XIX of
the Social Security Act a percentage of its total revenue which
is greater than 125 per centum of the national average for hos-
pitals which derive revenue from such titles.

This paragraph shall not limit the authority of the Secretary to ap-
prove a mortgage increase on any mortgage eligible for insurance
under this paragraph at any time prior to final endorsement of the
loan for insurance; except that such mortgage increase may not be
approved for the cost of constructing any improvements not in-
cluded in the original plans and specifications approved by the De-
partment of Health and Human Services unless approved by the
Secretary of Housing and Urban Development and by the Secretary
of Health and Human Services.

(6)1 To the extent that a private nonprofit or public facility
mortgagor is required by the Secretary to provide cash equity in ex-
cess of the amount of the mortgage to complete the project, the
mortgagor shall be entitled, at the option of the mortgagee, to fund
the excess with a letter of credit. In such event, mortgage proceeds

1Indented so in law.
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may be advanced to the mortgagor prior to any demand being
made on the letter of credit.

(e) The Secretary may consent to the release of a part or parts
of the mortgaged property or project from the lien of any mortgage
insured under this section upon such terms and conditions as he
may prescribe.

(f) The activities and functions provided for in this section shall
be carried out by the agencies involved so as to encourage pro-
grams that undertake responsibility to provide comprehensive
health care, including outpatient and preventive care, as well as
hospitalization, to a defined population, and, in the case of public
hospitals, to encourage programs that are undertaken to provide
essential health care services to all residents of a community re-
gardless of ability to pay. The Secretary shall begin immediately to
process applications of public facilities for mortgage insurance
under this section in accordance with regulations, guidelines, and
procedures applicable to facilities of private nonprofit corporations
and associations.

(g)(1) Notwithstanding any of the other provisions of this title,
the Secretary may insure under this section a mortgage which pro-
vides permanent financing or refinancing of existing mortgage in-
debtedness in the case of a hospital whose permanent financing is
presently lacking, if the construction of such hospital was com-
pleted between January 1, 1966, and the date of the enactment of
this Act.

(2) The aggregate principal balance of all mortgages insured
under paragraph (1) and outstanding at any one time shall not ex-
ceed $20,000,000.

(h) The provisions of subsections (d), (e), (g), (h), (1), (), (k), (1),
and (n) of section 207 shall apply to mortgages insured under this
section and all references therein to section 207 shall be deemed
to refer to this section.

HOMEOWNERSHIP FOR MIDDLE-INCOME FAMILIES

SEC. 243. [12 U.S.C. 1715z-8] (a) Whenever he determines
such action to be necessary in furtherance of the purposes set forth
in section 501 of the Emergency Home Finance Act of 1970, the
Secretary is authorized to make, and to contract to make, periodic
assistance payments on behalf of families of middle income. The as-
sistance shall be accomplished through interest subsidy payments
to the Federal National Mortgage Association or the Federal Home
Loan Mortgage Corporation (hereinafter referred to as “the inves-
tor”) with respect to mortgages meeting the special requirements
specified in this section and made after the date of enactment of
the Emergency Home Finance Act of 1970.

(b) To qualify for assistance payments a middle-income family
shall be a mortgagor under a mortgage which is (1) insured under
subsection (j) of this section, (2) guaranteed under chapter 37 of
title 38, United States Code, or (3) a conventional mortgage meet-
ing the requirements of subsection (j)(3) of this section. In addition
to the foregoing requirement, the Secretary may require that the
mortgagor have an income, at the time of acquisition of the prop-
erty, of not more than the median income for the area in which the
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property is located, as determined by the Secretary, with appro-
priate adjustments for smaller and larger families.

(c) The interest subsidy payments authorized by this section
shall cease when (1) the mortgagor no longer occupies the property
which secures the mortgage, (2) the mortgages are no longer held
by the investor, or (3) the rate of interest paid by the mortgagor
reaches the rate of interest specified on the mortgage.

(d)(1) Interest subsidy payments shall be on mortgages on
which the mortgagor makes monthly payments towards principal
and interest equal to an amount which would be required if the
mortgage bore an effective interest rate of 7 per centum per
annum, including any discounts or charges in the nature of points
or otherwise (but not including premiums, if any, for mortgage in-
surance) or such higher rate (not to exceed the rate specified in the
mortgage), which the mortgagor could pay by applying at least 20
per centum of his income towards homeownership expenses. As
used in this subsection, the term “monthly homeownership ex-
pense” includes the monthly payment for principal, interest, mort-
gage insurance premium, insurance, and taxes due under the mort-
gage.

(2) In addition to the mortgages eligible for assistance under
paragraph (1) of this subsection, the Secretary is authorized to
make periodic assistance payments on behalf of cooperative mem-
bers of middle income. Such assistance payments shall be accom-
plished through interest subsidy payments to the investor with re-
spect to mortgages insured (subsequent to the effective date of this
section) under section 213 which are executed by cooperatives, the
membership in which is limited to middle-income families. For pur-
poses of this paragraph—

(A) the term “mortgagor”, when used in subsection (b) in
the case of a mortgage covering a cooperative housing project,
means a member of the cooperative;

(B) the term “acquisition of the property”, when used in
subsection (b), means the family’s application for a dwelling
unit; and

(C) in the case of a cooperative mortgagor, subsection (c)
shall not apply and the interest subsidy payments shall cease
when the mortgage is no longer held by the investor or the co-
operative fails to limit membership to families whose incomes
at the time of their application for a dwelling unit meets such
requirements as are laid down by the Secretary pursuant to
subsection (b).

(e) The interest subsidy payments shall be in an amount equal
to the difference, as determined by the Secretary, between the total
amount of interest per calendar quarter received by the investor on
mortgages assisted under this section and purchased by it and the
total amount of interest which the investor would have received if
the yield on such mortgages was equal to the sum of (1) the aver-
age costs (expressed as an annual percentage rate) to it of all bor-
rowed funds outstanding in the immediately preceding calendar
quarter, and (2) such per centum per annum as will provide for ad-
ministrative and other expenses of the investor and a reasonable
economic return, as determined by the Secretary to be necessary
and appropriate taking into account the purpose of this section to
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provide additional mortgage credit at reasonable rates of interest
to middle-income families.

(f) Procedures shall be adopted by the Secretary for recertifi-
cations of the mortgagor’s income at intervals of two years (or at
shorter intervals where the Secretary deems it desirable) for the
purpose of adjusting the amount of the mortgagor’s payments pur-
suant to subsection (d).

(g) The Secretary shall prescribe such regulations as he deems
necessary to assure that the sales price of, or other consideration
paid in connection with the purchase by a homeowner of the prop-
erty with respect to which assistance payments are to be made is
not increased above the appraised value on which the maximum
mortgage which the Secretary will insure is computed.

(h)(1) There are authorized to be appropriated such sums as
may be necessary to enable the Secretary to make interest subsidy
payments under contracts entered into under this section. The ag-
gregate amount of contracts to make such payments shall not ex-
ceed amounts approved in appropriation Acts, and payments pursu-
ant to such contracts shall not exceed $105,000,000 during the first
year of such contracts prior to July 1, 1971, which amount shall be
increased by an additional $105,000,000 during the first year of an
additional number of such contracts on July 1 of each of the years
1971 and 1972.

(2) No interest subsidy payments under this section shall be
made after June 30, 1973, except pursuant to contracts entered
into on or before such date.

(i) In determining the income of any family for the purposes of
this section, income from all sources of each member of the family
in the household shall be included, except that the Secretary shall
exclude income earned by any minor person.

()(1) The Secretary is authorized upon application by the mort-
gagee, to insure a mortgage executed by a mortgagor who meets
the eligibility requirements for assistance payments prescribed by
the Secretary under subsection (b). Commitments for the insurance
of such mortgages may be issued by the Secretary prior to the date
of their execution or disbursement thereon, upon such terms and
conditions as the Secretary may prescribe.

(2) To be eligible for insurance under this subsection, a mort-
gage shall meet the requirements of section 221(d)(2) or 234(c), ex-
cept as such requirements are modified by this subsection: Pro-
vided, however, That in the discretion of the Secretary 25 per cen-
tum of the authority conferred by this section and subject to all the
terms thereof may be used for mortgages on existing housing.

(3) A mortgage to be insured under this section shall—

(i)1 involve a single-family dwelling which has been ap-
proved by the Secretary prior to the beginning of construction,
or a one-family unit in a condominium project (together with
an undivided interest in the common areas and facilities serv-
ing the project) which is released from a multifamily project,
the construction of which has been completed within two years
prior to the filing of the application for assistance payments

1S0 in law. Probably should be designated as subparagraph (A).
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with respect to such family unit and the unit shall have had
no previous occupant other than the mortgagor;

(ii)! involve a single-family dwelling whose appraised
value, as determined by the Secretary, is not in excess of
$20,000 (which amount may be increased by not more than 50
per centum in any geographical area where the Secretary au-
thorizes an increase on the basis of a finding that the cost level
so requires); and

(111)2 be executed by a mortgagor who shall have paid in
cash or its equivalent on account of the property (A) 3 per cen-
tum of the first $15,000 of the appraised value of the property,
(B) 10 per centum of such value in excess of $15,000 but not
in excess of $25,000, and (C) 20 per centum of such value in
excess of $25,000.

CO-INSURANCE

SEC. 244. [12 U.S.C. 1715z-9] (a) In addition to providing in-
surance as otherwise authorized under this Act, and not withstand-
ing any other provision of this Act inconsistent with this section,
the Secretary, upon request of any mortgagee and for such mort-
gage insurance premium as he may prescribe (which premium, or
other charges to be paid by the mortgagor, shall not exceed the pre-
mium, or other charges, that would otherwise be applicable), may
insure and make a commitment to insure under any provision of
this title any mortgage, advance, or loan otherwise eligible under
such provision, pursuant to a co-insurance contract providing that
the mortgagee will—

(1) assume a percentage of any loss on the insured mort-
gage, advance, or loan in direct proportion to the amount of the
co-insurance, which co-insurance shall not be less than 10 per
centum, subject to any reasonable limit or limits on the liabil-
ity of the mortgagee that may be specified in the event of un-
usual or catastrophic losses that may be incurred by any one
mortgagee; and

(2) carry out (under a delegation or otherwise and with or
without compensation but subject to audit, exception, or review
requirements) such credit approval, appraisal, inspection, com-
mitment, property disposition, or other functions as the Sec-
retary, pursuant to regulations, shall approve as consistent
with the purposes of this Act.

Any contract of co-insurance under this section shall contain such
provisions relating to the sharing of premiums on a sound actuarial
basis, establishment of mortgage reserves, manner of calculating
insurance benefits, conditions with respect to foreclosure, handling
and disposition of property prior to claim or settlement, rights of
assignees (which may elect not to be subject to the loss sharing
provisions), and other similar matters as the Secretary may pre-
scribe pursuant to regulations. A mortgagee which enters into a
contract of co-insurance under this section shall not by reason of
such contract, or its adherence to such contract or applicable regu-
lations of the Secretary, including provisions relating to the reten-

1So in law. Probably should be designated as subparagraph (B).
2So0 in law. Probably should be designated as subparagraph (C).
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tion of risks in the event of sale or assignment of a mortgage, be
made subject to any State law regulating the business of insurance.

(b) No insurance shall be granted pursuant to this section with
respect to dwellings or projects approved for insurance prior to the
beginning of construction unless the inspection of such construction
is conducted in accordance with at least the minimum standards
and criteria used with respect to dwellings or projects approved for
mortgage insurance pursuant to other provisions of this title.

[(c) [Repealed.]]

[(d) [Repealed.]]

(e) The Secretary shall not withdraw, deny, or delay insurance
otherwise authorized under any other provision of this Act by rea-
son of the availability of insurance pursuant to this section. The
Secretary shall exercise his authority under this section only to the
extent that he finds that the continued exercise of such authority
will not adversely affect the flow of mortgage credit to older and
declining neighborhoods and to the purchasers of older and lower
cost housing.

(f)(1) Where the mortgage covers a multifamily housing project,
the co-insurance contract may provide that the mortgagee assume
(i) the full amount of any loss on the insured mortgage up to an
amount equal to a fixed percentage of the outstanding principal
balance of the mortgage at the time of claim for insurance benefits,
or (ii) the full amount of any losses on insured mortgages in a port-
folio of mortgages approved by the Secretary up to an amount
equal to a fixed percentage of the outstanding principal balance of
all mortgages in such portfolio at the time of claim for insurance
benefits on a mortgage in the portfolio, plus a share of any loss in
excess of the amount under clause (i) or (ii), whichever is
applicable.

(2) The Secretary may make loans, from the applicable insur-
ance fund, to public housing agencies in connection with mortgages
which have been insured pursuant to this subsection and which are
in default.

(8) The Secretary may insure and make a commitment to in-
sure in connection with a co-insurance contract pursuant to this
subsection (A) a mortgage on a project assisted under the second
proviso in the first sentence of section 236(b) of this Act, and (B)
a mortgage or advance on a mortgage made to a public housing
agency on a project under construction which is not approved for
insurance prior to construction.

(4) As used in this subsection, the term “public housing agen-
cy” has the meaning given such term in section 3(b)(6) of the
United States Housing Act of 1937.

(5) Notwithstanding any other provision of this Act, the Sec-
retary may include in the determination of replacement cost of a
project to be covered by a mortgage made to a public housing agen-
cy and insured pursuant to this subsection, such reserves and de-
velopment costs, not to exceed 5 per centum of the amount other-
wise allowable, as may be established or authorized by the public
housing agency consistent with such agency’s procedures and un-
derwriting standards.
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(h)1 Notwithstanding any other provision of this section, in the
case of a mortgage insured under section 223(f) secured by property
which is to be rehabilitated or developed under section 17 of the
United States Housing Act of 1937, such co-insurance may include
provisions that—

(1) insurance benefits shall equal the sum of (A) 90 per
centum of the mortgage on the date of institution of foreclosure
proceedings (or on the date of acquisition of the property other-
wise after default), and (B) 90 per centum of interest arrears
on the date benefits are paid,;

(2) the mortgagee shall remit to the Secretary, for credit
to the General Insurance Fund, 90 per centum of any proceeds
of the property, including sale proceeds, net of the mortgagee’s
actual and reasonable costs related to the property and the en-
forcement of security;

(3) payment of such benefits shall be made in cash unless
the mortgagee submits a written request for debenture pay-
ment; and

(4) the underwriter of co-insurance may reinsure 10 per
centum of the mortgage amount with a private mortgage insur-
ance company or with a State mortgage insurance agency.

(1) Any mortgagee which enters into a contract of co-insurance
under this section shall have the authority to assign its interest in
any note or mortgage subject to a contract of co-insurance to a
warehouse bank or other financial institution which provides in-
terim funding for a loan co-insured under this section, and to re-
tain the co-insurance risk of such note or mortgage, upon such
terms and conditions as the Secretary shall prescribe.

(i)2 The Secretary shall, by January 15 and July 15 of each
year (1) review the adequacy of capital and other requirements for
mortgagees under this section, (2) assess the compliance by mort-
gagees with such requirements, and (3) make such adjustment to
such requirements as the Secretary, after providing opportunity for
hearing, determines to be appropriate to improve the long-term fi-
nancial soundness of the Federal Housing Administration funds.
Such requirements shall include the minimum capital or net worth
of mortgagees; the ratio that mortgagees shall maintain between
the mortgagee’s capital and the volume of mortgages co-insured by
such mortgagee; and such other requirements as the Secretary de-
termines to be appropriate to ensure the long-term financial sound-
ness of the Federal Housing Administration funds. The Secretary
shall submit to the Committee on Banking, Housing, and Urban
Affairs of the Senate and the Committee on Banking, Finance and
Urban Affairs of the House of Representatives3 a report on the re-
view and assessment under the previous sentence, and an expla-
nation of the Secretary’s reasons for making any adjustment in re-
quirements authorized under this section.

1So in law. There is no subsection (g).

280 in law.

3Section 1(a) of Public Law 104-14, 109 Stat. 186, provides, in part, that “any reference in
any provision of law enacted before January 4, 1995, to . . . the Committee on Banking, Fi-
nance and Urban Affairs of the House of Representatives shall be treated as referring to the
Committee on Banking and Financial Services of the House of Representatives”.
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GRADUATED PAYMENT AND INDEXED MORTGAGES

SEC. 245. [12 U.S.C. 1715z-101 (a) The Secretary may insure
under any provision of this title mortgages and loans with provi-
sions of varying rates of amortization corresponding to anticipated
variations in family income or with monthly payments and out-
standing balances adjusted by a percentage change in a selected
price index to the extent he determines such mortgages or loans (1)
have promise for expanding housing opportunities or meet special
needs, (2) can be developed to include any safeguards for mortga-
gors or purchasers that may be necessary to offset special risks of
such mortgages, and (3) have a potential for acceptance in the pri-
vate market. Notwithstanding any other provision of this title, ex-
cept as provided in subsections (b) and (c) of this section, the prin-
cipal obligation (including all interest to be deferred and added to
principal) of a mortgage insured pursuant to this section may not
exceed 97 per centum of the appraised value of the property cov-
ered by the mortgage as of the date the mortgage is accepted for
insurance, or if the mortgagor is a veteran and the mortgage is to
be insured in accordance with the provisions of section 203 of this
title, such higher percentage of appraised value as is provided for
purposes of determining the maximum mortgage amount eligible
for insurance under section 203(b)(2) in the case of veterans.

(b) Notwithstanding the provisions of subsection (a), the Sec-
retary may insure under any provision of this title a mortgage or
loan which meets the requirements of the first sentence of sub-
section (a) and which has provisions for varying rates of amortiza-
tion if the Secretary determines—

(1) the mortgagor could not reasonably afford to purchase
the dwelling unit by means of a mortgage insured under sub-
section (a) or any other mortgage insurance program under
this title;

(2) the principal obligation of the mortgage or loan initially
does not exceed the percentage of the initial appraised value
of the property specified in section 203(b) of this title as of the
date the mortgage or loan is accepted for insurance;

(3) the principal obligation of the mortgage or loan there-
after (including all interest to be deferred and added to prin-
cipal) will not at any time be scheduled to exceed 97 per cen-
tum, or, if the mortgagor is a veteran, such higher percentage
as is provided under section 203(b)(2) for veterans, of the pro-
jected value of the property; and

(4) the principal obligation of the mortgage thereafter will
not exceed 113 per centum of the initial appraised value of the
property.

Mortgage insurance under this subsection shall be limited to mort-
gages executed by mortgagors who, as determined by the Secretary,
have not owned dwelling units within the preceding three years.
For the purpose of this subsection, the projected value of the prop-
erty shall be calculated by the Secretary by increasing the initial
appraised value of the property at a rate not in excess of 2%2 per
centum per annum. The number of mortgages which are insured in
accordance with this subsection in any fiscal year may not exceed
(A) that number of mortgages the aggregate initial principal obliga-
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tion of which equals 10 per centum of the aggregate amount of the
initial principal obligation of all mortgages secured by properties
improved by one- to four-family residences which are insured under
this title during the preceding fiscal year, or (B) 50,000 mortgages,
whichever is greater. No loan or mortgage may be insured under
this subsection after the date of the enactment of the Housing and
Community Development Act of 1987,1except pursuant to a com-
mitment to insure entered into on or before such date.

(c) Notwithstanding the provisions of subsection (a), the Sec-
retary may insure under any provision of this title a mortgage or
loan that meets the requirements of the first sentence of subsection
(a) and that has provisions permitting adjustment of monthly pay-
ments and outstanding principal according to changes or percent-
ages of changes in a selected price index if the Secretary
determines—

(1) the principal obligation of the mortgage or loan initially
does not exceed the percentage of the initial appraised value
of the property specified in section 203(b) as of the date the
mortgage or loan is accepted for insurance; and

(2) the monthly payments and principal obligation of the
mortgage or loan thereafter will not at any time be increased
at a rate greater than the percentage change in the price index
stipulated in the initial mortgage or loan contract.

In carrying out this subsection, the Secretary shall give a priority
to mortgages executed by mortgagors who, as determined by the
Secretary, have not owned dwelling units within the preceding 3
years. The Secretary shall, not later than March 31, 1984, pre-
scribe regulations establishing guidelines governing mortgages and
loans described in this subsection and shall, to the extent prac-
ticable, conduct a demonstration program to insure mortgages and
loans in accordance with this subsection during fiscal years 1984
and 1985. The aggregate number of mortgages and loans insured
under this subsection and section 252 in any fiscal year may not
exceed 10 percent of the aggregate number of mortgages and loans
insured by the Secretary under this title during the preceding fiscal
year.

(d)(1) The Secretary may insure, under any provision of this
title relating to multifamily housing projects, mortgages and loans
with provisions of varying rates of amortization corresponding to
anticipated variations in project income, to the extent the Secretary
determines such mortgages or loans (A) have promise for expand-
ing housing opportunities or meet special needs; (B) can be devel-
oped to include any safeguards for mortgagors, tenants, or pur-
chasers that may be necessary to offset special risks of such mort-
gages; and (C) have a potential for acceptances in the private mar-
ket.

(2) Notwithstanding any other provision of this title, the prin-
cipal obligation of a mortgage or loan insured pursuant to this
subsection—

(A) may not exceed initially the percentage of the initial
appraised value or replacement cost of the property involved

1February 5, 1988.
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that is required by the provision of this title under which such
property is insured; and

(B) thereafter (including all interest to be deferred and
added to principal) may not at any time be scheduled to exceed

100 percent of the projected value of such property.

(8) For purposes of this subsection, the projected value of a
property shall be calculated by the Secretary by increasing the ini-
tial appraised value of such property at a rate not in excess of 2.5
percent per annum.

(e) Any mortgage or loan insured pursuant to this section
which contains or sets forth any graduated mortgage provisions (in-
cluding but not limited to provisions for adding deferred interest to
principal) which are authorized under this section and applicable
regulations, or which have been insured on the basis of their being
so authorized, shall not be subject to any State constitution, stat-
ute, court decree, common law, or rule of public policy (1) limiting
the amount of interest which may be charged, taken, received, or
reserved, or the manner of calculating such interest (including but
not limited to prohibitions against the charging of interest on inter-
est), if such constitution, statute, court decree, common law, or rule
would not apply to the mortgage or loan in the absence of such
graduated payment mortgage provisions, or (2) requiring a mini-
mum amortization of principal under the mortgage or loan. [12
U.S.C. 1715z-10]

SALE OF ACQUIRED PROPERTY TO COOPERATIVES

SEC. 246. [12 U.S.C. 1715z-11]1 In any case which the Sec-
retary sells a multifamily housing project acquired as a result of
a default on a mortgage which was insured under this Act to a co-
operative which will operate it on a nonprofit basis and restrict
permanent occupancy of its dwellings to members, or to a nonprofit
corporation which operates as a consumer cooperative as defined by
the Secretary, the Secretary may accept a purchase money mort-
gage, or upon application of the mortgagee, insure a mortgage
under this section upon such terms and conditions as the Secretary
determines are reasonable and appropriate, in a principal amount
equal to the value of the property at the time of purchase, which
value shall be based upon a mortgage amount on which the debt
service can be met from the income of property when operated on
a nonprofit basis after payment of all operating expenses, taxes,
and required reserves; except that the Secretary may add to the
mortgage amount an amount not greater than the amount of pre-
paid expenses and costs involved in achieving cooperative owner-
ship, or make such other provisions for payment of such expenses
and costs as the Secretary deems reasonable and appropriate. Prior
to such disposition of a project, funds may be expended by the Sec-
retary for necessary repairs and improvements.

SINGLE-FAMILY MORTGAGE INSURANCE ON HAWAIIAN HOME LANDS

SEC. 247. [12 U.S.C. 1715z-12] (a) The Secretary, subject to
such conditions as the Secretary may prescribe, may insure under
any provision of this title that authorizes such insurance, a mort-
gage covering a property upon which there is located a one- to four-
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family residence, without regard to any limitation in this Act relat-
ing to marketability of title or any other limitation in this Act that
the Secretary determines is contrary to promoting the availability
of such insurance on Hawaiian home lands, if—

(1) the mortgage is executed by a native Hawaiian on
property located within Hawaiian home lands covered under a
homestead lease issued under section 207(a) of the Hawaiian
Homes Commission Act, 1920, or under the corresponding pro-
vision of the Constitution of the State of Hawaii adopted under
section 4 of the Act entitled “An Act to provide for the admis-
sion of the State of Hawaii into the Union”, approved March
28, 1959 (73 Stat. 5);

(2) the property will be used as the principal residence of
the mortgagor; and

(3) the Department of Hawaiian Home Lands of the State
of Hawaii (A) is a comortgagor; (B) guarantees to reimburse
the Secretary for any mortgage insurance claim paid in connec-
tion with a property on Hawaiian home lands; or (C) offers
other security acceptable to the Secretary.

(b) Notwithstanding any other provision of this Act, the Sec-
retary may, with respect to mortgages eligible for insurance under
subsection (a), insure and make commitments to insure advances
made during construction if the Secretary determines that the pro-
posed construction is otherwise acceptable and that no feasible fi-
nancing alternative is available.

(c) Notwithstanding any other provision of this Act, the insur-
ance of a mortgage using the authority contained in this section
shall be the obligation of the General Insurance Fund established
in section 519. The mortgagee shall be eligible to receive the bene-
fits of insurance as provided in section 204 with respect to mort-
gages insured pursuant to this section, except that (1) all ref-
erences in section 204 to the Mutual Mortgage Insurance Fund or
the Fund shall be construed to refer to the General Insurance
Fund; and (2) all references in section 204 to section 203 shall be
construed to refer to the section under which the mortgage is in-
sured.

(d) For purposes of this section:

(1) The term “native Hawaiian” means any descendant of
not less than one-half part of the blood of the races inhabiting
the Hawaiian Islands before January 1, 1778 (or, in the case
of an individual who succeeds a spouse or parent in an interest
in a lease of Hawaiian homelands, such lower percentage as
may be established for such succession under section 209 of the
Hawaiian Homes Commission Act, 1920, or under the cor-
responding provision of the constitution of the State of Hawaii
adopted under section 4 of the Act entitled “An Act to provide
for the admission of the State of Hawaii into the Union”, ap-
proved March 18, 1959 (73 Stat. 5)).

(2) The term “Hawaiian home lands” means all lands given
the status of Hawaiian home lands under section 204 of the
Hawaiian Homes Commission Act, 1920, or under the cor-
responding provision of the Constitution of the State of Hawaii
adopted under section 4 of the Act entitled “An Act to provide
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for the admission of the State of Hawaii into the Union”, ap-
proved March 18, 1959 (73 Stat. 5).

SINGLE FAMILY MORTGAGE INSURANCE ON INDIAN RESERVATIONS

SEC. 248. [12 U.S.C. 1715z-13] (a) The Secretary, subject to
such special conditions as the Secretary may prescribe, may insure
under any provision of this title that authorizes such insurance, a
mortgage covering a property upon which there is located a one- to
four-family residence, without regard to any limitation in this Act
relating to marketability of title or any other limitation in this Act
that the Secretary determines is contrary to promoting the avail-
ability of such insurance on Indian reservations if the mortgage (1)
is executed by an Indian tribe and the property is located on trust
or otherwise restricted land; or (2) is executed by a member of an
Indian tribe who will use the property as a principal residence and
the property is on trust or otherwise restricted land.

(b) Notwithstanding any other provision of this Act, with re-
spect to mortgages covering a property upon which there is located
a one- to four-family residence—

(1) the Secretary may insure and make commitments to in-
sure under this title pursuant to this section advances made
during construction where the Secretary determines that the
proposed construction is otherwise acceptable and meets an ap-
plicable tribal or national model building code, and that no fea-
sible financing alternative is available;

(2) the applicable percentage limitation on the amount of
the principal obligation of a mortgage based on the appraised
value or replacement cost, as appropriate, of a one- to four-
family owner-occupied residence contained in this title shall
apply in the case of all mortgages insured pursuant to this sec-
tion without regard to whether the residences are owner-occu-
pied where the residences are owned by the tribe; and

(3)(A) the Secretary may require an Indian tribe, only as
a condition of insurance made under this title pursuant to this
section, to pledge income from tribal resources or income from
tribal assets not subject to a restriction by the Secretary of the
Interior or pledge grants under title I of the Housing and Com-
munity Development Act of 1974 or any other Federal grant
program administered by the Secretary of Housing and Urban
Development to be used to reimburse the Secretary for any
mortgage insurance claims paid in connection with residences
insured pursuant to this section; or

(B) in the case of an individual Indian mortgagor, the Sec-
retary may require a pledge of his or her share of distributed
income from tribal resources or income from tribal assets, ex-
cluding any Federal grants received by the tribe.

(c) The Secretary may not refuse to insure a mortgage under
this section to an individual home purchaser because there is no
distributed tribal or trust fund income attributable to that pur-
chaser.

(d) Before making any commitment to insure a mortgage under
this section with respect to property located on trust or otherwise
restricted land, the Secretary shall require a showing by the tribe
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that it has adopted eviction procedures to be used in the event of
a default.

(e) A mortgage insured under this section may be assumed,
subject to credit approval by the lender and the consent of the tribe
to an assumption of the existing lease or the grant of a new lease,
without an adjustment of the interest rate. Any other sale of a
property subject to a mortgage insured under this section may be
made only if a new lease is granted, except that a sale following
a foreclosure may be accompanied by an assumption of the lease
with the consent of the tribe.

(f) Notwithstanding any other provision of this Act, the insur-
ance of a mortgage using the authority contained in this section
shall be the obligation of the General Insurance Fund established
in section 519. The mortgagee shall be eligible to receive the bene-
fits of insurance as provided in section 204 with respect to mort-
gages insured pursuant to this section, except that (1) all ref-
erences in section 204 to the Mutual Mortgage Insurance Fund or
the Fund shall be construed to refer to the General Insurance
Fund; and (2) all references in section 204 to section 203 shall be
cons1(:1rued to refer to the section under which the mortgage is in-
sured.

(g)(1) The Secretary shall make information regarding the sta-
tus and payment history of loans insured under this section avail-
able to local credit bureaus and prospective creditors. Prior to ac-
cepting assignment of a mortgage, the Secretary shall require
mortgagees to submit documentation that mortgagors have been
counseled in a face-to-face interview, informed of the provisions of
this subsection or other available assistance, and provided with the
names and addresses of officials of the Department of Housing and
Urban Development to whom further communications shall be ad-
dressed.

(2) Notwithstanding the requirement for conveyance of title
under section 204, a mortgagee under this section shall be entitled
to receive the benefit of insurance under this section in the case of
a mortgage which is more than 90 days in default upon conveyance
of the lease agreement and the mortgage documents.

(3) In the event that any default is cured, the Secretary shall
seek to reinstate the loan with the mortgagee or another mortga-
gee. For purposes of this paragraph, the Secretary may provide ap-
propriate financial incentives to reinstate the loan commensurate
with sound management of the General Insurance Fund.

(4) If the Secretary determines that a mortgagor is not making
a good-faith effort to cure a default, and that trust fund or tribal
income is available under subsection (b)(3)(B), the Secretary shall
commence proceedings for the garnishment of the mortgagor’s dis-
tributed share of tribal or trust fund income in order to collect loan
payments that are past due. Proceedings under this paragraph may
be instituted in a tribal court, court of competent jurisdiction des-
ignated by the tribe, or Federal district court.

(5) If the Secretary determines such action is necessary to pro-
tect the General Insurance Fund from undue loss, the Secretary
may initiate foreclosure proceedings with respect to any mortgage
acquired under this subsection. Such proceeding may take place in
a tribal court, a court of competent jurisdiction, or Federal district
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court. Any such court shall have jurisdiction to convey to the Sec-
retary the remaining life of a lease on the real property and to
order eviction of the delinquent mortgagor.

(h) In the administration of this section, the Secretary shall es-
tablish a premium charge for insurance that will be sufficient to
cover the full costs of the mortgage insurance program under this
section, except that such charge may not exceed 3 percent per
annum of the principal amount of the mortgage outstanding at any
time. Not later than September 30, 1984, the Secretary shall deter-
mine and report to the Congress on the feasibility of eliminating
any excess amount of the premium under this section over the pre-
mium under section 203. In the event such premiums are not suffi-
cient to cover the full costs of the mortgage insurance program
under this section, the Secretary shall make recommendations to
the Congress about changes to the program.

(1) For purposes of this section:

(1) The term “Indian tribe” means any Indian or Alaska
native tribe, band, nation, or other organized group or commu-
nity of Indians or Alaska natives recognized as eligible for the
services provided to Indians or Alaska natives by the Secretary
of the Interior because of its status as such an entity, or that
was an eligible recipient under chapter 67 of title 31, United
States Code, prior to the repeal of such chapter.

(2) The term “trust or otherwise restricted land” means (A)
that area of land, as defined by the Secretary of the Interior,
over which an Indian tribe is recognized by the United States
as having governmental jurisdiction; (B) land held in trust for
the benefit of any Indian tribe or individual or held by any In-
dian tribe or individual subject to a restriction by the United
States against alienation; or (C) land acquired by Alaska na-
tives under the Alaska Native Claims Settlement Act or any
other land acquired by Alaska natives pursuant to statute by
virtue of their unique status as Alaska natives.

REINSURANCE CONTRACTS

SEC. 249. [12 U.S.C. 1715z-14] (a) The purpose of this section
is to authorize a demonstration mortgage reinsurance program de-
signed to test the feasibility of entering into reinsurance contracts
with private mortgage insurers in order to reduce Government risk
and administrative costs, and to speed mortgage processing. The
Secretary shall limit the demonstration under this section to not
more than two administrative regions of the Department of Hous-
ing and Urban Development, and shall assure that the program is
in the financial interest of the Government and will not result in
loss of employment by any employees of the Department of Hous-
ing and Urban Development before March 15, 1988. The aggregate
number of mortgages insured under this section in any administra-
tive region of the Department of Housing and Urban Development
in any fiscal year may not exceed 10 percent of the aggregate num-
ber of mortgages and loans insured by the Secretary under this
title in such region during the preceding fiscal year.

(b) Notwithstanding any other provision of this Act inconsist-
ent with this section, the Secretary is authorized to provide mort-
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gage insurance with respect to one- to four-family dwellings under
sections 203(b), 234, and 245 through reinsurance contracts with
private mortgage insurance companies which have been deter-
mined to be qualified insurers under section 302(b)(2)(C). Such con-
tracts shall require private mortgage insurance companies to—

(1) assume a percentage of loss on any mortgage insured
pursuant to section 203(b), 234, or 245 covering a one- to four-
family dwelling, which percentage of loss shall be set forth in
the reinsurance contract; and

(2) carry out (under appropriate delegation) such credit ap-
proval, appraisal, inspection, commitment, claims processing,
property disposition, or other function as the Secretary pursu-
ant to regulations, shall approve as consistent with the pur-
poses of this section.

(¢) Any contract of reinsurance under this section shall contain
such provisions relating to the sharing of premiums on a sound ac-
tuarial basis, establishment of insurance reserves, manner of cal-
culating claims on such insurance, conditions with respect to fore-
closure, handling and disposition of property prior to claim or set-
tlement, right of assignees, and other similar matters as the Sec-
retary may prescribe pursuant to regulations. Pursuant to a con-
tract under this section, a private mortgage insurance company
shall endorse loans for insurance and take such other actions on
behalf of the Secretary and in the Secretary’s name as the Sec-
retary may authorize.

(d) The Secretary shall require any private mortgage insurance
company participating in the program under this section to provide
reinsurance for those mortgages offered by the Secretary for inclu-
sion in the program.

LIMITATION ON PREPAYAMENT OF MORTGAGES ON MULTIFAMILY
RENTAL HOUSING

SEcC. 250. [12 U.S.C. 1715z-15] (a) During any period in which
an owner of a multifamily rental housing project is required to ob-
tain the approval of the Secretary for prepayment of the mortgage,
the Secretary shall not accept an offer to prepay the mortgage on
such project or permit a termination of an insurance contract pur-
suant to section 229 of this Act unless—

(1) the Secretary has determined that such project is no
longer meeting a need for rental housing for lower income fam-
ilies in the area;

(2) the Secretary (A) has determined that the tenants have
been notified of the owner’s request for approval of a prepay-
ment; (B) has provided the tenants with an opportunity to com-
ment on the owner’s request; and (C) has taken such comments
into consideration; and

(3) the Secretary has ensured that there is a plan for pro-
viding relocation assistance for adequate, comparable housing
for any lower income tenant who will be displaced as a result
of the prepayment and withdrawal of the project from the pro-
gram.

(b) A mortgagee may foreclose the mortgage on, or acquire by
deed in lieu of foreclosure, any eligible low-income housing project
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(as such term is defined in section 229 of the Low-Income Housing
Preservation and Resident Homeownership Act of 1990) only if the
mortgagee also conveys title to the project to the Secretary in con-
nection with a claim for insurance benefits.

(c) For purposes of this section, the term “lower income fami-
lies” has the meaning given such term in section 3(b)(2) of the
United States Housing Act of 1937.

ADJUSTABLE RATE SINGLE FAMILY MORTGAGES

Sec. 251. [12 U.S.C. 1715z-16] (a) The Secretary may insure
under any provision of this title a mortgage involving property
upon which there is located a dwelling designed principally for oc-
cupancy by one to four families, where the mortgage provides for
periodic adjustments by the mortgagee in the effective rate of inter-
est charged. Such interest rate adjustments may be accomplished
through adjustments in the monthly payment amount, the out-
standing principal balance, or the mortgage term, or a combination
of these factors, except that in no case may any extension of a
mortgage term result in a total term in excess of 40 years. Adjust-
ments in the effective rate of interest shall correspond to a speci-
fied national interest rate index approved in regulations by the
Secretary, information on which is readily accessible to the mortga-
gors from generally available published sources. Adjustments in
the effective rate of interest shall (1) be made on an annual basis;
(2) be limited, with respect to any single interest rate increase, to
no more than 1 percent on the outstanding loan balance; and (3)
be limited to a maximum increase of 5 percentage points above the
initial contract interest rate over the term of the mortgage.

(b) The Secretary shall issue regulations requiring that the
mortgagee make available to the mortgagor, at the time of loan ap-
plication, a written explanation of the features of the adjustable
rate mortgage, including a hypothetical payment schedule that dis-
plays the maximum potential increases in monthly payments to the
mortgagor over the first 5 years of the mortgage term.

(c) The aggregate number of mortgages and loans insured
under this section in any fiscal year may not exceed 30 percent of
the aggregate number of mortgages and loans insured by the Sec-
retary under this title during the preceding fiscal year.

SHARED APPRECIATION MORTGAGES FOR SINGLE FAMILY HOUSING

SEC. 252. [12 U.S.C. 1715z-17] (a) Notwithstanding any provi-
sion of this title that is inconsistent with this section, the Secretary
may insure, under any provision of this title providing for insur-
ance of mortgages on properties upon which there is located a
dwelling designed principally for occupancy by one to four families,
a mortgage secured by a first lien on such a property or on the
stock allocated to a dwelling unit in a residential cooperative hous-
ing corporation, which—

(1) provides for the mortgagee to share in a predetermined
percentage of the property’s or stock’s net appreciated value;

(2) bears interest at a rate which meets criteria prescribed
by the Secretary;
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(3) provides for amortization over a period of not to exceed

30 years, but the actual term of the mortgage (excluding any

refinancing) may be not less than 10 nor more than 30 years,

and contains such provisions relating to refinancing of the
principal balance of the mortgage and any contingent deferred
interest as the Secretary may provide; and

(4) meets such other conditions as the Secretary may re-
quire by regulation.

(b) The mortgagee’s share of a property’s or stock’s net appre-
ciated value shall be payable upon sale or transfer (as defined by
the Secretary) of the property or stock or payment in full of the
mortgage, whichever occurs first. For purposes of this section, the
term “net appreciated value” means the amount by which the sales
price of the property or stock (less the mortgagor’s selling costs) ex-
ceeds the value of the property or stock at the time the commit-
ment to insure is issued (with adjustments for capital improve-
ments stipulated in the loan contract). If there has been no sale or
transfer at the time the mortgagee’s share of net appreciated value
becomes payable, the sale price for purposes of this section shall be
determined by means of an appraisal conducted in accordance with
procedures approved by the Secretary and provided for in the mort-
gage.

(c) In the event of a default, the mortgagee shall be entitled
to receive the benefits of insurance in accordance with section
204(a), but such insurance benefits shall not include the mortga-
gee’s share of net appreciated value. The term “original principal
obligation of the mortgage” as used in section 204 shall not include
the mortgagee’s share of net appreciated value.

(d) Mortgages insured pursuant to this section which contain
provisions for sharing appreciation or which otherwise require or
permit increases in the outstanding loan balance which are author-
ized under this section or under applicable regulations shall not be
subject to any State constitution, statute, court decree, common
law, rule, or public policy limiting or prohibiting increases in the
outstanding loan balance after execution of the mortgage.

(e) In carrying out the provisions of this section, the Secretary
shall encourage the use of insurance under this section by low and
moderate income tenants who would otherwise be displaced by the
conversion of their rental housing to condominium or cooperative
ownership.

(f) The Secretary shall prescribe adequate consumer protec-
tions and disclosure requirements with respect to mortgages in-
sured under this section, and may prescribe such other terms and
conditions as may be appropriate to carry out the provisions of this
section.

(g) The aggregate number of mortgages and loans insured
under this section and section 245(c) in any fiscal year may not ex-
ceed 10 percent of the aggregate number of mortgages and loans
insured by the Secretary under this title during the preceding fiscal
year.
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SHARED APPRECIATION MORTGAGES FOR MULTIFAMILY HOUSING

SEC. 253. [12 U.S.C. 1715z-18] (a) Notwithstanding any provi-
sion of this title that is inconsistent with this section, the Secretary
may insure, under any provision of this title providing for insur-
ance of mortgages on properties including 5 or more family units,
a mortgage secured by a first lien on the property that (1) provides
for the mortgagee to share in a predetermined percentage of the
property’s net appreciated value; and (2) meets such other condi-
tions, including limitations on the rate of interest which may be
charged, as the Secretary may require by regulation.

(b) The mortgagee’s share of a property’s net appreciated value
shall be payable upon maturity or upon payment in full of the loan
or sale or transfer (as defined by the Secretary) of the property,
whichever occurs first. The term of the mortgage shall not be less
than 15 years, and shall be repayable in equal monthly install-
ments of principal and fixed interest during the mortgage term in
an amount which would be sufficient to retire a debt with the same
principal and fixed interest rate over a period not exceeding 30
years. In the case of a mortgage which will not be completely amor-
tized during the mortgage term, the principal obligation of the
mortgage may not exceed 85 percent of the estimated value of the
property or project. For purposes of this section, the term “net ap-
preciated value” means the amount by which the sales price of the
property (less the mortgagor’s selling costs) exceeds the actual
project cost after completion, as approved by the Secretary. If there
has been no sale or transfer at the time the mortgagee’s share of
net appreciated value becomes payable, the sales price for purposes
of this section shall be determined by means of an appraisal con-
ducted in accordance with procedures approved by the Secretary
and provided for in the mortgage.

(c) In the event of a default, the mortgagee shall be entitled
to receive the benefits of insurance in accordance with section 207,
but such insurance benefits shall not include the mortgagee’s share
of net appreciated value. The term “original principal face amount
of the mortgage” as used in section 207 shall not include the mort-
gagee’s share of net appreciated value.

(d) The Secretary shall establish by regulation the maximum
percentage of net appreciated value which may be payable to a
mortgagee as the mortgagee’s share. The Secretary shall also es-
tablish disclosure requirements applicable to mortgagees making
mortgage loans pursuant to this section, to assure that mortgagors
are informed of the characteristics of such mortgages.

(e) Mortgages insured pursuant to this section which contain
provisions for sharing appreciation or which otherwise require or
permit increases in the outstanding loan balance which are author-
ized under this section or under applicable regulations shall not be
subject to any State constitution, statute, court decree, common
law, rule, or public policy limiting or prohibiting increases in the
outstanding loan balance after execution of the mortgage.

(f) The number of dwelling units included in properties covered
by mortgages insured pursuant to this section in any fiscal year
may not exceed 5,000.



Sec. 254 NATIONAL HOUSING ACT 1022

SEC. 254. [12 U.S.C. 1715z-19] EQUITY SKIMMING PENALTY.

(a) IN GENERAL.—Whoever, as an owner, agent, or manager, or
who is otherwise in custody, control, or possession of a multifamily
project or a 1- to 4-family residence that is security for a mortgage
note that is described in subsection (b), willfully uses or authorizes
the use of any part of the rents, assets, proceeds, income, or other
funds derived from property covered by that mortgage note for any
purpose other than to meet reasonable and necessary expenses that
include expenses approved by the Secretary if such approval is re-
quired, in a period during which the mortgage note is in default or
the project is in a nonsurplus cash position, as defined by the regu-
latory agreement covering the property, or the mortgagor has failed
to comply with the provisions of such other form of regulatory con-
trol imposed by the Secretary, shall be fined not more than
$500,000, imprisoned not more than 5 years, or both.

(b) MORTGAGE NOTES DESCRIBED.—For purposes of subsection
(a), a mortgage note is described in this subsection if it—

(1) is insured, acquired, or held by the Secretary pursuant
to this Act;
(2) is made pursuant to section 202 of the Housing Act of

1959 (including property still subject to section 202 program

requirements that existed before the date of enactment of the

Cranston-Gonzalez National Affordable Housing Act); or

(3) is insured or held pursuant to section 542 of the Hous-
ing and Community Development Act of 1992, but is not rein-
sured under section 542 of the Housing and Community Devel-

opment Act of 1992.

INSURANCE OF HOME EQUITY CONVERSION MORTGAGES FOR ELDERLY
HOMEOWNERS

SeEC. 255. [12 U.S.C. 1715z-20] (a) PURPOSE.—The purpose of
this section is to authorize the Secretary to carry out a program of
mortgage insurance designed—

(1) to meet the special needs of elderly homeowners by re-
ducing the effect of the economic hardship caused by the in-
creasing costs of meeting health, housing, and subsistence
needs at a time of reduced income, through the insurance of
home equity conversion mortgages to permit the conversion of
a portion of accumulated home equity into liquid assets; and

(2) to encourage and increase the involvement of mortga-
gees and participants in the mortgage markets in the making
and servicing of home equity conversion mortgages for elderly
homeowners.

(b) DEFINITIONS.—For purposes of this section:

(1) The terms “elderly homeowner” and “homeowner” mean
any homeowner who is, or whose spouse is, at least 62 years
of age or such higher age as the Secretary may prescribe.

(2) The terms “mortgage”, “mortgagee”, “mortgagor”, and
“State” have the meanings given such terms in section 201.

(3) The term “home equity conversion mortgage” means a
first mortgage which provides for future payments to the
homeowner based on accumulated equity and which a housing
creditor (as defined in section 803(2) of the Garn-St Germain
Depository Institutions Act of 1982) is authorized to make (A)
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under any law of the United States (other than section 804 of

such Act) or applicable agency regulations thereunder; (B) in

accordance with section 804 of such Act, notwithstanding any

State constitution, law, or regulation; or (C) under any State

constitution, law, or regulation.

(c) INSURANCE AUTHORITY.—The Secretary may, upon applica-
tion by a mortgagee, insure any home equity conversion mortgage
eligible for insurance under this section and, upon such terms and
conditions as the Secretary may prescribe, make commitments for
the insurance of such mortgages prior to the date of their execution
or disbursement to the extent that the Secretary determines such
mortgages—

(1) have promise for improving the financial situation or
otherwise meeting the special needs of elderly homeowners;

(2) will include appropriate safeguards for mortgagors to
offset the special risks of such mortgages; and
. (3) have a potential for acceptance in the mortgage mar-

et.

(d) ELIGIBILITY REQUIREMENTS.—To be eligible for insurance
under this section, a mortgage shall—

(1) have been made to a mortgagee approved by the Sec-
rei;ary as responsible and able to service the mortgage prop-
erly;

(2) have been executed by a mortgagor who—

(A) qualifies as an elderly homeowner;
(B) has received adequate counseling by a third party

(other than the lender) as provided in subsection (f);

(C) has received full disclosure, as prescribed by the

Secretary, of all costs charged to the mortgagor, including

costs of estate planning, financial advice, and other serv-

ices that are related to the mortgage but are not required
to obtain the mortgage, which disclosure shall clearly state
which charges are required to obtain the mortgage and
which are not required to obtain the mortgage; and

(D) meets any additional requirements prescribed by
the Secretary;

(3) be secured by a dwelling that is designed principally for
a 1- to 4-family residence in which the mortgagor occupies 1
of the units;

(4) provide that prepayment, in whole or in part, may be
made without penalty at any time during the period of the
mortgage;

(5) provide for a fixed or variable interest rate or future
sharing between the mortgagor and the mortgagee of the ap-
preciation in the value of the property, as agreed upon by the
mortgagor and the mortgagee;

(6) contain provisions for satisfaction of the obligation sat-
isfactory to the Secretary;

(7) provide that the homeowner shall not be liable for any
difference between the net amount of the remaining indebted-
ness of the homeowner under the mortgage and the amount re-
covered by the mortgagee from—

(A) the net sales proceeds from the dwelling that are
subject to the mortgage (based upon the amount of the ac-
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cumulated equity selected by the mortgagor to be subject

to the mortgage, as agreed upon by the mortgagor and

mortgagee); or
(B) the insurance benefits paid pursuant to subsection

(1)(1)(C);

(8) contain such terms and provisions with respect to in-
surance, repairs, alterations, payment of taxes, default reserve,
delinquency charges, foreclosure proceedings, anticipation of
maturity, additional and secondary liens, and other matters as
the Secretary may prescribe;

(9) provide for future payments to the mortgagor based on
accumulated equity (minus any applicable fees and charges),
according to the method that the mortgagor shall select from
among the methods under this paragraph, by payment of the
amount—

(A) based upon a line of credit;

(B) on a monthly basis over a term specified by the
mortgagor;

(C) on a monthly basis over a term specified by the
mortgagor and based upon a line of credit;

(D) on a monthly basis over the tenure of the mortga-
gor;

(E) on a monthly basis over the tenure of the mortga-
gor and based upon a line of credit; or

(F) on any other basis that the Secretary considers ap-
propriate;

(10) provide that the mortgagor may convert the method of
payment under paragraph (9) to any other method during the
term of the mortgage, except that in the case of a fixed rate
mortgage, the Secretary may, by regulation, limit such convert-
ibility; and

(11) have been made with such restrictions as the Sec-
retary determines to be appropriate to ensure that the mortga-
gor does not fund any unnecessary or excessive costs for ob-
taining the mortgage, including any costs of estate planning, fi-
nancial advice, or other related services.

(e) DISCLOSURES BY MORTGAGEE.—The Secretary shall require
each mortgagee of a mortgage insured under this section to make
available to the homeowner—

(1) at the time of the loan application, a written list of the
names and addresses of third-party information sources who
are approved by the Secretary as responsible and able to pro-
vide the information required by subsection (f);

(2) at least 10 days prior to loan closing, a statement in-
forming the homeowner that the liability of the homeowner
under the mortgage is limited and explaining the homeowner’s
rights, obligations, and remedies with respect to temporary ab-
sences from the home, late payments, and payment default by
the lender, all conditions requiring satisfaction of the loan obli-
gation, and any other information that the Secretary may re-
quire;

(3) on an annual basis (but not later than January 31 of
each year), a statement summarizing the total principal
amount paid to the homeowner under the loan secured by the
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mortgage, the total amount of deferred interest added to the

principal, and the outstanding loan balance at the end of the

preceding year; and

(4) prior to loan closing, a statement of the projected total
cost of the mortgage to the homeowner based on the projected
total future loan balance (such cost expressed as a single aver-
age annual interest rate for at least 2 different appreciation
rates for the term of the mortgage) for not less than 2 projected
loan terms, as the Secretary shall determine, which shall
include—

(A) the cost for a short-term mortgage; and
(B) the cost of a loan term equaling the actuarial life
expectance of the mortgagor.

(f) INFORMATION SERVICES FOR MORTGAGORS.—The Secretary
shall provide or cause to be provided by entities other than the
lender the information required in subsection (d)(2)(B). Such infor-
mation shall be discussed with the mortgagor and shall include—

(1) options other than a home equity conversion mortgage
that are available to the homeowner, including other housing,
social service, health, and financial options;

(2) other home equity conversion options that are or may
become available to the homeowner, such as sale-leaseback fi-
nancing, defer